


cs EAD OSE SN a MT eS TS eR PS I SR AEE rR ae Ne Na Tit ARS eg OS REE RISE Cee pert REYES oh ee OO Ree iY SS teas 
: eS ye 7 . x Se a : a mT A Ree Wea gees : eS : oa : + 
Soe = ee — —- - a ee eee . 0 pte ape ee = le ° a a seis ~ _ - = 





| 
Volume 10 
Title Page 
HOU INBUTANCE (CHS, 21s) meget, hae yA tn OL ee tEMh ea ae sae ae as if 
[istil cy Ge Ae ay amreNe Ua as 1. A Puen | Php N ina LAY ce IPE i SD Chis La ty 741 








Tennessee Code 
Annotated 


Volume 10 
2016 Replacement 


Updated through the 2016 Session of the General Assembly 
THE OFFICIAL TENNESSEE CODE 


Prepared Under the Supervision of the 
Tennessee Code Commission 


‘ a ome a 4 





CHIEF JUSTICE SHARON G. LEE, CHAIR 
KarEN J. GARRETT 
THE HoNoRABLE HERBERT SLATERY, ITI 
SUSAN SHORT JONES, Esa. 
JUSTICE JEFFREY S. BIVINS 


@ 


LexisNexis? 


LexisNExIS AND THE KNOWLEDGE BuRST LOGO ARE REGISTERED TRADEMARKS, AND MICHIE IS A TRADEMARK OF 
Reep ELSEVIER Properties INC., USED UNDER LICENSE. MATTHEW BENDER IS A REGISTERED TRADEMARK OF 
Matruew BenpDerR Properties Inc. 


Copyricut © 1955, 1968, 1980, 1989, 1994, 2000, 2008, 2016 
BY 


THE STATE OF TENNESSEE 


All rights reserved. 


4830714 
978-1-5221-0075-1 








(Pub.48205) 








CERTIFICATE OF TENNESSEE CODE COMMISSION 


I, Paige A. Seals, Executive Secretary of the Tennessee Code Commission, 
acting by authority of the Commission and pursuant to Tennessee Code 
Annotated, Section 1-1-110, hereby certify that the Tennessee Code Commission 
has approved the manuscript of the Tennessee Code as contained in this 
Replacement Volume 10; that the text of each section of the statutes of 
Tennessee printed or appearing in this Replacement Volume has been compared 
With the original section appearing in the published copies of the Public 
Acts; and, with the exception of changes permitted by Tennessee Code 
Annotated, Section 1i-1-108, and with the exception of changes made necessary 
due to repeal by implication, express repeal and amendments by implication, 
the Code sections appearing in this Replacement Volume as codification of the 
Fuplic Acts of 1955, 1957, 1968, 2961, 1963, 196$, 1967, 1968, 1969, 1970, 
197Le LEIA, \1STS4 /L9Tey, 2975). LOIs, 297. 1978, ASS) L980,) 1981, Pos2, 1983, 
1984, 1935, L968, 1987, 1988, 1989, 1390, 1991, 1992, 1993, :1984, 2995, 1996, 
1997, 1398, 2959, 2000, 2001; 2002, 2003, 2004, 2005, 2006, 2007, 2008, 2005, 
2010, 2011, 2012, 2013, 2014, 2015 and 2016 are true and correct copies of 
such sections as codified by Chapter © of the Public Acts of 1955; Chapter 1 
of the Public Acts of 1957, of the Public Acts of 1959, of the Public Acts of 
1961, of the Public Acts of 1963, of the Public Acts of 1965, of the Public 
Acts of 1967, of the Public Acts of 1969; Chapter 354 of the Public Acts of 
1970; Chapter 1 of the Public Acts of 1971; Chapter 441 of the Public Acts of 
1972; Chapter 1 of the Public Acts of 1973; Chapter 414 of the Public Acts of 
1974; Chapter 1 of the Public Acts of 1975; Chapter 382 of the Public Acts of 
1976; Chapter 1 of the Public Acts of 1977; Chapter 496 of the Public Acts of 
1978; Chapter 1 of the Public Acts of 1979; Chapter 444 of the Public Acts of 
1980; Chapter 1 of the Public Acts of 1981; Chapter 543 of the Public Acts of 
1982; Chapter 1 of the Public Acts of 1983; Chapter 483 of the Public Acts of 
1984; Chapter 2 ef the Public Acts of 1985; Chapter 523 of the Public Acts of 
1986; Chapter 786 of the Public Acts of 1986; Chapter 4 of the Public Acts of 
1987; Chapter 458 of the Public Acts of 1988; Chapter 5 of the Public Acts of 
1989; Chapter 668 of the Public Acts of 1990; Chapter 28 ef the Public Acts of 
1931; Chapter 528 of the Public Acts of 1992; Chapter of the Public Acts of 
1993; Chapter 543 of the Public Acts of 1994; Chapter of the Public Acts of 
1995; Chapter 554 of the Public Acts of 1996; Chapter of the Public Acts of 
1997; Chapter 574 of the Public Acts of 1998; Chapter 235 of the Public Acts 
of 1999; Chapter 574 of the Public Acts of 2000; Chapter 52 of the Public Acts 
of 2001; Chapter 491 of the Public Acts of 2002; Chapter 1 of the Public Acts 
of 2003; Chapter 437 of the Public Acts of 2004; Chapter 1 of the Public Acts 
Of 20057 Chapter 507 of the Public Acts of 20067 Chapter 1 ef the Public Acts 
of 2007; Chapter 607 of the Public Acts of 2008; Chapter 2 of the Public Acts 
of 2009; Chapter 624 of the Public Acts of 2010; Chapter 41 of the Public Acts 
Of 2011; Chapter 582 of the Public Acts of 2012; Chapter 1 of the Public Acts 
of 2013; Chapter 530 of the Public Acts of 2014; Chapter 27 of the Public Acts 
of 2015 and Chapter 569 of the Public Acts of 2016. 
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IN WITNESS WHEREOF, we have hereunto set our hand and seal of the 
Tennessee Code Commission, this 10th day 9# July, 2016. 
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Tennessee Code Commission 


STATE OF TENNESSEE 
DEPARTMENT OF STATE 


I, Tre Hargett, Secretary of State of the State of Tennessee, do 
hereby certify that true and correct copies of the following acts, 
Chapter 6 of the Public Acts of the 79th General Assembly; and Chapter 1 
of the Public Acts of the 80th General Assembly, of the 81st General 
Assembly, of the 82nd General Assembly, of the 83rd General Assembly, of 
the 84th General Assembly, and of the 85th General Assembly; that 
Chapters 1 and 354 of the 86th General Assembly; Chapters 1 and 441 of 
the 87th General Assembly; Chapters 1 and 414 of the 88th General 
Assembly; Chapters 1 and 382 of the 89th General Assembly; Chapters 1 
and 496 of the 90th General Assembly; Chapters 1 and 444 of the 91st 
General Assembly; Chapters 1 and 543 of the 92nd General Assembly; 
Chapters 1 and 483 of the 93rd General Assembly; Chapters 2, 523, and 
786 of the 94th General Assembly; Chapters 4 and 458 of the 95th General 
Assembly; Chapters 5 and 668 of the 96th General Assembly; Chapters 28 
and 528 of the 97th General Assembly; Chapters 1 and 543 of the 98th 
General Assembly; Chapters 1 and 554 of the 99th General Assembly; 
Chapters 1 and 574 of the 100th General Assembly; Chapters 235 and 574 
of the 10lst General Assembly; Chapters 52 and 491 of the i102nd General 
Assembly; Chapters 1 and 437 of the 103rd General Assembly; Chapters 1 
and 507 of the 104th General Assembly; Chapters 1 and 607 of the 105th 
General Assembly; Chapters 2 and 624 of the 106th General Assembly; 
Chapters 41 and 582 of the 107th General Assembly; Chapters 1 and 530 of 
the 108th General Assembly; and that Chapters 27 and 569 of the 109th 
General Assembly of the State of Tennessee, the originals of which are 
on file in the Office of the Secretary of State, were transmitted to the 
Tennessee Code Commission for publication in this Replacement Volume 10. 


IN WITNESS WHEREOF, I have hereunto affixed my signature and the 
Great Seal of the State of Tennessee, at Nashville, on the 10th day of 
Juiy, 2016, 
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Secretary/of State 
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Preface 


This 2016 Replacement Volume 10 of the official Tennessee Code supersedes 
the similar scope of the material in the 2008 Replacement Volume 10, and was 
made necessary by new and amendatory legislation. This volume was prepared 
by the editorial staff of the publisher with the assistance of Paige A. Seals, 
Revisor of Statutes and Executive Secretary for the Tennessee Code Commis- 
sion. 

This volume contains Title 56, chapters 1-8 (Insurance). 

Notes in this volume are to the following sources: 


South Western Reporter, 3d Series 
Supreme Court Reporter 

Federal Reporter, 3d Series 
Federal Supplement 

Federal Rules Decisions 
Bankruptcy Reporter 

Opinions of the Attorney General 
Tennessee Bar Journal — 
Tennessee Law Review 

University of Memphis Law Review 
Vanderbilt Law Review 


Suggestions, comments, or questions about the Tennessee Code Annotated 
are always welcome. You may call us toll free at (800) 833-9844, email us at 
customer.support@lexisnexis.com, or write Tennessee Editor, LexisNexis, 701 
E. Water St., Charlottesville, Virginia 22902. 

Visit our Internet home page at www.lexisnexis.com for an online book- 
store, technical support, customer service, and other company information. 


August 2016 LexisNExIs 
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User’s Guide 


This guide is designed to help you get the most out of your Tennessee Code 
Annotated. Information about key features of the Code and suggestions for its 
more effective use are given under the following headings: 


—Advance Code Service 
—Advance Legislative Service 
—Amendments 

—Analyses 

—Attorney General Opinions 
—Code Status 

—Collateral References 
—Compiler’s Notes and Code Commission Notes 
—Cross References 

—Court Rules 

—Disciplinary Board Opinions 
—Effective Dates 

—Historical Citation 

—Indexes 

—Law Reviews 

—Notes to Decisions 
—Numbering System 
—QObsolete Statutes 

—Parallel Reference Tables 
—Repealed Statutes 
—Replaced Volumes 

—Section Headings 

—Section to Section References 
—Sentencing Commission Comments 
—Superseded Statutes 
—Tables of Contents 

—Tables Volume 

—Textbooks 
—Unconstitutional Statutes 


If you have a question not addressed by the User’s Guide, or comments about 
your Code service, please call our toll-free number (1-800-446-3410), fax (800) 
643-1280, or write to: Tennessee Code Editor, LexisNexis, 701 E. Water St., 
Charlottesville, Virginia 22902. 


ADVANCE CODE SERVICE 


Three times a year, at roughly quarterly intervals between delivery of Code 
supplement pocket parts, we publish Tennessee Advance Code Service 
pamphlets. The Advance Code Service keeps your Code as up-to-date as 
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possible by providing notes to cases, opinions of the Attorney General, and law 
reviews received after the cutoff for inclusion in the preceding Supplement, as 
well as other pertinent information. Advance Code Service pamphlets are 
cumulative, so that you need retain only the latest pamphlet to have all the 
updated material published since the preceding Supplement. 


ADVANCE LEGISLATIVE SERVICE 


Advance Legislative Service pamphlets contain photoreproductions of 
Tennessee legislation. They are sent to all subscribers, as part of the annual 
supplement service, within weeks of an act’s passage. Pamphlets also contain 
a table of contents, a table of Code sections affected by new laws, informative 
notations in the margins of acts, and an index. All these aids help you assess 
the impact of new legislation between the time it first becomes available and 
publication of the Code supplement. 


AMENDMENTS 


Amendment notes describe exactly what changes the legislature has made in 
the statute and are written so that you can reconstruct the language of the 
statute as it existed prior to amendment. These notes appear only in the 
annual pocket part supplements following each section which has been 
amended within the past two years. Where an amendment note states that 
certain provisions have been rewritten, and the former version is not set out in 
the note, the presumption is that the former version may be found in the bound 
volume. 


ANALYSES 


In addition to the table of contents appearing at the beginning of each bound 
volume, each title and chapter appearing in a bound volume or supplement is 
preceded by an analysis. The analysis details the scope of the title or chapter 
and enables you to see at a glance the content of the title or chapter without 
resorting to a page-by-page examination in the bound volume or supplement. 


ATTORNEY GENERAL OPINIONS 


Citations to Opinions of the Attorney General and Reporter of Tennessee are 
carried in supplement pamphlets, beginning with opinions issued in 1983. 
Although these opinions are advisory only, they are well-researched opinions of 
law and contain useful discussions of Tennessee statutes. Citations to opinions 
which concern the constitutionality of provisions, or which the Code 
Commission wishes to retain for other reasons, will appear in Code 
Commission Notes in replacement volumes. 


CODE STATUS 


Tennessee Code Annotated is the official Code of Tennessee. It was adopted 
in 1955. Code supplements and replacement volumes are also enacted into law 
following their publication, in order to assure the integrity and official 
character of all Code text. The Code is prepared under the auspices of the 
Tennessee Code Commission and with the assistance of its staff. For the 
authority of the Commission and other statutes relating to the Code, see title 
1 of the Code. 
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COLLATERAL REFERENCES 


Articles appearing in the standard national law encyclopedias and digests 
concerning the subject of a Tennessee statute are cited under the appropriate 
statute. 


COMPILER’S NOTES AND CODE COMMISSION NOTES 


If nothing else, compiler’s notes and code commission notes should always be 
read because they point out important information or special circumstances 
concerning a statute. 

Code commission notes are prepared under the direct supervision of the 
Tennessee Code Commission to convey information that is not apparent on the 
face of a Code section. 

Repealed statutes have compiler’s notes citing the legislative history of the 
repealed section, the chapter and section of the public act responsible for the 
repeal, and a reference to new statutory provisions, if any, which replace the 
repealed statute. Transferred, superseded, obsolete and unconstitutional 
statutes have similar notes. 


CROSS REFERENCES 


Cross references refer you to other statutes which may affect a law or place 
it in context. Cross references do not cite all related statutes, however, since 
these can be identified by using the General Index. 


COURT RULES 


A softcover Court Rules Annotated two-volume set is included in your Code 
set. These volumes are supplemented once each year in November and are 
replaced annually. Rules of the Supreme Court, the Court of the Judiciary, the 
Court of Appeals, and the Court of Criminal Appeals, rules of appellate, civil, 
criminal and juvenile procedure and rules of evidence, as well as local rules of 
practice and procedure in the courts of certain counties are included, along 
with appropriate annotations and indexes. Rules are printed essentially in the 
form in which they have been promulgated, with only minor editing for 
stylistic consistency. 

Advisory Commission Comments which have been added after the original 
comments have, in brackets following each additional paragraph of comment, 
the date the paragraph was added. 


DISCIPLINARY BOARD OPINIONS 


Notes under this heading appear in the Court Rules volume and its 
supplement, and refer you to opinions of the Board of Professional 
Responsibility of the Supreme Court of Tennessee. 


EFFECTIVE DATES 


Effective date notes appear only in the pocket part supplements to the bound 
volumes. These notes show the effective date for enactments and amendments 
made during the past two years. An effective date note will appear under each 
section enacted or amended, except where an entire chapter or part has been 
enacted, in which case the note will appear only under the first and last 
sections of the chapter or part. 
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Where repeals, enactments or amendments are postponed, bracketed dates 
in the boldfaced catchline and explanatory information in the compiler’s notes 
enable you to ascertain the valid law both before and after the postponed 
effective date. 


HISTORICAL CITATION 


The historical citation appears immediately following the text of the statute. 
The historical citation includes the year, chapter and section of all public acts 
enacting or amending the statute. By finding these public acts in the session 
laws, you can trace the history of a section from its original enactment to its 
present form. 

The historical citation also includes references to the sections of former codes 
in which the statute was previously compiled (as in “Code 1932, § 325” cited in 
the historical citation to § 4-3-1803). Amendments to the statute which have 
been implied by subsequent legislation rather than specifically mandated are 
indicated by “impl. am.” followed by the public act chapter and section number. 
Statutes which have been transferred from former section numbers within this 
Code cite the former section number in the historical citation. For instance, in 
the historical citation for § 4-3-203, “T.C.A. (orig. ed.), § 4-308” indicates that 
§ 4-3-203 was transferred from § 4-308 which appeared in the original edition 
of the 1955 Code. In the historical citation for § 4-3-1009, “T.C.A., § 4-328” 
indicates that § 4-3-1009 was transferred from § 4-328 which appeared in 
either a replacement volume or a pocket part supplement to the original 
edition of the 1955 Code. 

When used in conjunction with the Tables Volume (see Tables below), the 
historical citation can be an invaluable aid in legal research. 

In the Court Rules volume, court rules carry historical citations showing the 
date of any amendment to a rule. The date a set of rules was originally 
promulgated appears beneath the heading to the set. 


INDEXES 


The General Index volumes are updated and replaced annually. In addition, 
at the back of each bound volume in the set, there is a volume index which 
indexes all the material contained in that particular volume. 

Also included with the index volumes are the following items of interest: a 
Title and Chapter Index, which is a short index for use by those familiar with 
terminology used in the T.C.A.; POPULAR NAMES OF ACTS main heading; 
SHORT TITLES main heading; and the Index to Uncodified Public Chapters. 

As accurate and thorough as these indexes are, there is no such thing as an 
index that is affordable, convenient, and perfect. Your best defense against 
index wild goose chases is familiarity with indexing techniques. To that end, a 
list of Suggestions for Fast, Effective Use of the Index has been included on the 
inside front cover of each index volume, and a more detailed treatment is given 
in the Foreword to the Index. 

At the end of every supplement pamphlet (except for volumes 1 and 138, and 
the Index and Court Rules volumes), a table entitled “Code Sections in This 
Pamphlet” lists every Code section within the scope of the volume that has 
been added, amended, repealed, transferred, superseded, rendered obsolete, or 
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deemed unconstitutional since the bound volume was published. This is a 
convenient index to the supplement pamphlet, and gives you one place to check 
to see if there have been any changes in statutes that interest you. 


LAW REVIEWS 


Articles from the Tennessee law school law reviews and other professional 
journals are cited under each statute referred to in the article. 


NOTES TO DECISIONS 


All state and federal cases which construe or apply Tennessee law or the 
Tennessee or U.S. Constitutions have been annotated and are cited under the 
pertinent statutes. Where a decision has been reviewed by a higher court, the 
subsequent judicial history and disposition is noted in the case citation if such 
disposition has any bearing on the annotated material. Where two or more 
decisions state the same rule of law, the case citations are cumulated under one 
case note. 

Case notes are grouped together under headings called “catchlines.” The 
catchlines identify the basic subject matter of the case notes and assist you in 
locating pertinent notes. The catchlines are arranged in logical order. Where 
there are two or more catchlines, an “analysis” listing all the catchlines 
precedes the annotations. 

Where a statute has been amended or repealed and replaced with similar 
subject matter, case notes construing or applying the former statute are 
frequently retained under “Notes to Decisions.” However, where the case note 
construes or applies the former provisions and is of value only insofar as it 
illuminates the background of the present provisions, it is cited under the 
heading “Decisions Under Prior Law.” “Decisions Under Prior Law” are 
arranged in the same manner as “Notes to Decisions.” 

Where a group of case notes applies to more than one statute in the same 
volume, the case notes are usually cited under the most appropriate statute; a 
cross-reference is inserted under the “Notes to Decisions” of the related 
statutes, under the appropriate catchline, referring you to the section carrying 
the pertinent case notes. 


NUMBERING SYSTEM 


In 1979, a new numbering system was implemented by the Code 
Commission which facilitates the organization of sections. This system divides 
existing chapters into “parts” so that several related, but distinct, subjects can 
be compiled in one chapter. The new numbering system consists of three-tier 
numbers rather than the former two-tier numbers. Thus, former chapter 29 of 
title 4 (former §§ 4-2901 — 4-2926) was redesignated in 1979 and organized 
into two parts, §§ 4-29-101 — 4-29-120 and 4-29-201 — 4-29-207. The number 
in the first tier represents the title; the second tier represents the chapter; and 
the last tier represents the part and section. 


A - 29 - A Dea ag) 


Title Chap. Part Section 
For example, § 4-29-110 is the tenth section in the first part of chapter 29 of 
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title 4. Section 4-29-2038 is the third section in the second part of chapter 29 of 
title 4. 

Where former two-tier section numbers have been transformed into this 
three-tier system, a parallel reference table is provided showing the disposition 
of the former sections. Furthermore, the former two-tier section number 
appears in the history line of each section transformed to the three-tier system. 

Code sections are divided into subsections. A subsection may be further 
divided into subdivisions. The first level of a section is a subsection, and all 
subsequent divisions of that subsection are referred to as subdivisions. A 
subsection is designated by a lower case letter in parenthesis. If a section has 
only one subsection, the lower case designation does not appear, even if that 
subsection is subdivided; any subsequent division of that single subsection is 
designated and referred to by the appropriate subdivision designation. The 
designations are as follows: 


First level (subsections): (a), (b), (c), etc. 

Second level (subdivisions): (1), (2), (3), etc. 

Third level (subdivisions): (A), (B), (C), etc. 

Fourth level (subdivisions): (i), (11), (ii1), etc. 

Fifth through eighth levels (subdivisions) repeat the above designations but 
italicize the designations: 

(a), (b), (ce), etc. 

(1), (2), (3), ete. 


For example, if § 1-1-101 is divided into two paragraphs designated as (a) 
and (b), those designated paragraphs are referred to as subsections, subsection 
(a) and subsection (b). If either subsection is further divided, those further 
divided levels of the subsection are subdivisions. 

Therefore, if subsection (a) is divided into three additional levels: (a)(1), 
(a)(2), and (a)(3), those levels within subsection (a) are referred to as 
subdivisions: subdivision (a)(1), subdivision (a)(2), and subdivision (a)(3). Any 
subsequent further division of a subdivision is simply another subdivision. If 
subdivision (a)(1) is divided into three additional levels, (a)(1)(A), (a)(1)(B), and 
(a)(1)(C), those levels are also called subdivisions, as are the levels if 
subdivision (C) is further divided into additional levels, which would be 
subdivisions (i), (ii), (iii), ete. Example citation: § 1-1-101(a)(1)(A)@). 


OBSOLETE STATUTES 


Where the Tennessee Code Commission has determined that, in light of 
more recent legislation or court decisions, a statute is no longer valid, the 
statute has been omitted with an indication that it is “Obsolete.” 


PARALLEL REFERENCE TABLES 


Certain titles, chapters and groups of sections which have been repealed in 
their entirety and replaced with similar provisions or which have been 
transferred to new section numbers are accompanied by a parallel reference 
table which refers you from the former section number to the section number 
of the present provisions. These tables generally appear at the front of the 
bound volume or preceding the title or chapter in the supplement. 
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REPEALED STATUTES 


Statutes which have been repealed are so indicated in brackets following the 
section number. Compiler’s notes containing the historical citation of the 
former statute, the legislation responsible for the repeal, and present statutory 
provisions concerning the same subject matter (if any) appear after each 
repealed section or after the first section of a repealed chapter. References to 
repealed statutes are ordinarily dropped upon volume revision. 


REPLACED VOLUMES 


The Code is regularly updated and streamlined by the replacement of 
volumes. Although a current set of the Tennessee Code Annotated contains the 
currently applicable statutes, users are encouraged to retain replaced volumes 
and their supplements for historical reference. 


SECTION HEADINGS 


According to § 1-3-109, section headings or “catchlines” are not to be 
construed as part of the law. The Code Commission has authority, under 
§ 1-1-108(a), to “change the wording of and prepare new section headings and 
symbols.” Working together, the Code Commission and the publisher 
continuously review catchlines to ensure that they give all necessary 
information as briefly and accurately as possible. Generally, T.C.A. catchlines 
give no more information than is necessary to distinguish one section from 
others you might consult. Thus, the catchline for § 1-3-109 reads “Section 
headings and histories,” not “Section headings and histories not part of law”; 
the longer form would be used only if the chapter had another section that 
focused on headings and histories from a different angle. In addition, T.C.A. 
catchlines often use popular terminology in an attempt to shed light on a 
section’s meaning and save you valuable research time, even though the 
popular term appears nowhere in the section and may be less accurate than its 
technical equivalent. 

The Code Commission and the publisher invite your suggestions on ways to 
improve particular catchlines. 


SENTENCING COMMISSION COMMENTS 


These comments, contained under sections of the criminal laws amended by 
chapter 591 of the Public Acts of 1989, were written to the text of the sections 
of chapter 591, as codified herein. These comments have not been revised to 
reflect amendments to these sections after 1989. They have been retained to 
provide guidance on the original intent of those sections which may not be 
affected by later amendments. 


SUPERSEDED STATUTES 


A statute which has been superseded by the enactment of subsequent 
legislation is omitted and indicated as “Superseded” in brackets following the 
section number. A compiler’s note containing information concerning the 
superseding provisions accompanies a superseded statute. 


TABLES OF CONTENTS 


Each bound volume carries a table of contents listing titles, chapters, and 
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parts. In addition, a complete table of T.C.A. titles is updated and published 
annually in the supplement pamphlet for Volume 1. This table, which follows 
the Preface and precedes the User’s Guide, helps you find the T.C.A. volume 
you need, and also helps you keep track of titles that have been relocated due 
to volume replacement. 


TABLES VOLUME 


The Tables Volume (Volume 13) of the Tennessee Code Annotated is one of 
the most helpful tools in legal research. 

Included in the Tables Volume are parallel tables referring the user from 
section numbers in former codes to section numbers in the original 1955 
Tennessee Code Annotated. Also in Volume 13 is a table of former and current 
section numbers for Code sections whose numbers have changed since 1955. 
This table provides a reference to Code sections renumbered in the conversion 
from the former two-tier numbering system to the new three-tier system. 

Disposition tables list each chapter and section of all the Tennessee public 
acts passed by the legislature and indicate where each has been compiled in 
the present Tennessee Code Annotated. Public act sections which were 
repealed prior to the publication of the original Tennessee Code Annotated in 
1955 have been omitted in order to reduce the size of the Tables Volume; 
however, sections repealed after 1953 are indicated as repealed with a citation 
to the public act chapter and section responsible for the repeal. Public act 
sections which have not been compiled are indicated with notations such as 
“special,” “temporary,” “repealing,” “effective date,” “separability,” “emergency,” 
“legislative intent,” “unconstitutional,” etc. 

The disposition tables and the historical citations following the statutes 
work in tandem (see Historical Citations, above). In order to determine where 
a particular public act chapter or section has been compiled, refer to the 
disposition tables. For instance, the tables show that Public Act 1965, ch. 181, 
§ 7 has been compiled in § 11-9-107. The historical citation following § 11-9- 
107 indicates that it was enacted by Public Acts 1965, ch. 181, § 7 and that it 
has not been amended. The object is to help you find your way from the public 
acts to the compiled section, or from the section to the public acts. 

Other helpful information is contained in the Table volumes or its current 
supplement, including mortality tables, annuity valuation tables, a table of 
county populations based on the federal decennial census, and a table showing 
the incorporation date, population, and basic charter of Tennessee 
municipalities. 


TEXTBOOKS 


Citations to some of the standard Tennessee treatises have been included 
where they refer to Tennessee statutes. 


UNCONSTITUTIONAL STATUTES 


Statutes determined to be unconstitutional are omitted and indicated as 
“Unconstitutional” in brackets following the section number. A compiler’s note 
giving the court decisional authority accompanies such section. 


TABLE OF CONTENTS 
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er’s report. 
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Rules and regulations affecting life, accident and health, credit life, credit accident and 
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Recovery of penalties — Imprisonment for failure to pay penalties. 
Part 9. Standard Valuation Law 


Short title and part definitions. 

Reserve valuation. 

Actuarial opinion of reserves. 

Computation of minimum standard. 

Computation of minimum standard for annuities and pure endowment contracts. 

Calendar year statutory valuation interest rates. 

Reserve valuation method — Life insurance and endowment benefits. 

Reserve valuation method — Annuity and pure endowment benefits. 

Minimum reserves. 

Optional reserve calculation. 

Reserve calculation — Valuation net premium exceeding the gross premium charged. 

Reserve calculation — Indeterminate premium plans. 

Minimum standard for accident and health insurance contracts. 

Valuation manual for policies issued on or after the operative date of the valuation 
manual. 

Requirements of a principle-based valuation. 

Experience reporting for policies in force on or after the operative date of the valuation 
manual. 

Confidentiality. 

Single state exemption. 

Conflicts with other laws — Applicability date. 


PART 1 
GENERAL PROVISIONS 


56-1-101. Short title. 


This title shall be known and may be cited as the “Tennessee Insurance 


99 


Law. 


History. 
Acts 1895, ch. 160, § 1; Shan., § 3274; Code 
1932, § 6084; T.C.A. (orig. ed.), § 56-101. 


Cross-References. 

Revocation, denial or suspension of profes- 
sional, driver and other licenses, to enforce 
child support obligations, title 36, ch. 5, part 7. 


Section to Section References. 

This title is referred to in §§ 8-27-103, 29-20- 
401, 36-6-511, 45-4-1111, 45-5-305, 45-7-204, 
45-12-106, 45-15-106, 48-25-101, 50-1-308, 50- 
6-402, 50-6-415, 50-6-419, 50-6-601, 50-6-604, 
55-12-141, 55-12-203, 63-1-504, 71-5-136. 


Chapters 1-4 of this title are referred to in 
§ 56-7-101. 

This chapter is referred to in §§ 56-11-107, 
56-13-102, 56-43-114. 


Textbooks. 
Tennessee Jurisprudence, 15 Tenn. Juris., 
Insurance, §§ 2, 4. 


Law Reviews. 

Administrative Law — 1964 Tennessee Sur- 
vey (E. Blythe Stason), 18 Vand. L. Rev. 1047 
(1965). 


NOTES TO DECISIONS 


1. Legislative Intent. 
The intention of the general assembly has 
been to protect direct policy holders and not 


reinsurance promisees. Neff v. Cherokee Ins. 
Co., 704 S.W.2d 1, 1986 Tenn. LEXIS 648 (Tenn. 
1986). 


56-1-102. Definitions for this chapter, chapters 2-4, 7, 10 and 11 of this 


title. 


As used in this chapter and chapters 2-4, 7, 10 and 11 of this title, unless the 


56-1-102 
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context otherwise requires: 


(1) “Commissioner” means the commissioner of commerce and insurance; 

(2) “Company” or “insurance company” includes all corporations, associa- 
tions, partnerships, or individuals engaged as principals in the business of 
insurance; 

(3) “Department” means the department of commerce and insurance; 

(4) “Domestic” designates those companies incorporated in this state; 

(5) “Foreign,” when used without limitation, includes all companies 
formed by authority of any other state or government; 

(6) “Net assets” means the funds of an insurance company available for 
the payment of its obligations in this state, including uncollected and 
deferred premiums not more than three (3) months due on policies actually 
in force, after deducting from the funds all unpaid losses and claims, and 
claims for losses, and all other debts and liabilities, inclusive of policy 
liability and exclusive of capital; and 

(7) “Unearned premiums,” “reinsurance reserve,” and “net value of poli- 
cies” or “premium reserve,” severally, mean the liability of an insurance 
company upon its insurance contracts, other than accrued claims computed 
by rules of valuation established by §§ 56-1-402 — 56-1-405 [see the 


Compiler’s Notes]. 


History. 

Acts 1895, ch. 160, § 1; Shan., § 3274; Code 
1932, § 6084; modified; T.C.A. (orig. ed.), § 56- 
102. 


Compiler’s Notes. 
Sections 56-1-402 and 56-1-403, referred to in 


this section, were repealed by Acts 2013, ch. 
260, § 1, effective July 1, 2013. 


Section to Section References. 

This section is referred to in §§ 56-2-407, 
56-4-217, 56-7-113, 56-11-101, 56-11-202, 56- 
14-102, 67-4-2008, 67-4-2109, 67-6-224. 


NOTES TO DECISIONS 


Analysis 


. Legislative Purpose. 
. Coverage of Statute. 
. Definitions. 

. Payment of Taxes. 


= BOND 


. Legislative Purpose. 

The controlling object of this statute is the 
protection of policyholders and revenue to the 
state. North British & Mercantile Co. v. Craig, 
106 Tenn. 621, 62 S.W. 155, 1900 Tenn. LEXIS 
197 (1901). 

There is indicated a policy of the general 
assembly against parol insurance. Continental 
Ins. Co. v. Schulman, 140 Tenn. 481, 205 S.W. 
315, 1917 Tenn. LEXIS 154 (1918). 


2. Coverage of Statute. 

This statute includes all nonassessment in- 
surance companies, life and fire, foreign and 
domestic. North British & Mercantile Co. v. 
Craig, 106 Tenn. 621, 62 S.W. 155, 1900 Tenn. 
LEXIS 197 (1901); Continental Fire Ins. Co. v. 
Whitaker & Dillard, 112 Tenn. 151, 79 S.W. 119, 
1903 Tenn. LEXIS 95, 105 Am. St. Rep. 916, 64 
L.R.A. 451 (1904). 


3. Definitions. 

Reserve is the amount required to be set 
aside by an insurance company to meet con- 
tract liabilities, but does not include the 
amount required to meet unpaid losses and 
liabilities, accrued or prospective. National Life 
& Acci. Ins. Co. v. Craig, 251 F. 524, 1918 US. 
App. LEXIS 1726 (6th Cir. Tenn. 1918). 

Although a tax credit was allowed under 
T.C.A. § 56-4-217(a) for premium taxes paid by 
workers’ compensation self-insurers under 
T.C.A. § 56-4-206, the tax credit for franchise 
and excise taxes paid under former T.C.A. § 56- 
4-217(b) did not apply to self insurers as well. 
Former T.C.A. § 56-4-217(b) was added to the 
statute at the same time and in conjunction 
with 56-4-217(c), which restricted its applica- 
tion to insurance companies as defined in 
T.C.A. § 56-1-102(2), therefore the credit de- 
scribed in former T.C.A. § 56-4-217(b) was also 
restricted to insurance companies and did not 
apply to the taxpayer as a workers’ compensa- 
tion self-insurer. Saturn Corp. v. Johnson, 197 
S.W.3d 273, 2006 Tenn. App. LEXIS 252 (Tenn. 
Ct. App. 2006). 
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4. Payment of Taxes. 

Title guaranty company engaged in abstract, 
title insurance, and office rental businesses was 
not exempt from payment of capital stock tax 
on the ground that it was in the insurance 
business where chief source of income was from 
rental of office building. Commerce Title Guar- 
anty Co. v. United States, 32 F. Supp. 73, 1940 
U.S. Dist. LEXIS 3284 (W.D. Tenn. 1940), affd, 
121 F.2d 452, 1941 U.S. App. LEXIS 3240 (6th 
Cir. 1941), affd, Commissioner v. Corning, 121 


56-1-105 


F.2d 452, 1941 U.S. App. LEXIS 3242 (6th Cir. 
1941), affd, Commissioner v. Corning, 121 F.2d 
452, 1941 U.S. App. LEXIS 3243 (6th Cir. 
1941), affd, Commerce Title Guaranty Co. v. 
United States, 121 F.2d 452, 1941 U.S. App. 
LEXIS 3240 (6th Cir. 1941), cert. denied, 314 
U.S. 657, 62 S. Ct. 110, 86 L. Ed. 526, 1941 U.S. 
LEXIS 499 (1941), cert. denied, Commerce Title 
Guaranty Co. v. United States, 314 U.S. 657, 62 
S. Ct. 110, 86 L. Ed. 526, 1941 U.S. LEXIS 499 
(1941). 


56-1-103. Adoption of data disclosure requirements — Requests for 
data concerning rate adjustments. 


(a) The commissioner shall adopt data disclosure requirements developed 
by the National Association of Insurance Commissioners for Property and 
Casualty Insurors. 

(b) The commissioner is authorized to request other data that the commis- 
sioner deems necessary in considering requests for rate adjustments. 


History. 
Acts 1987, ch. 438, § 1. 


56-1-104. Standardized forms for health care insurance claims. 


(a) The commissioner, in consultation with the commissioner of health, shall 
promulgate rules and regulations to effect the development and implementa- 
tion of standardized forms for all health care insurance claims made in this 
state. In developing the rules and regulations, the commissioner shall give 
consideration to requiring the use of Form UB92. 

(b) The commissioner and the commissioner of health shall develop and 
implement the standardized forms in consultation with the insurance compa- 
nies offering for sale health care policies in this state. 

(c) The commissioner, in consultation with the commissioner of health, shall 
promulgate the rules and regulations pursuant to the Uniform Administrative 
Procedures Act, compiled in title 4, chapter 5. 

(d) All insurance companies offering for sale health care policies in this state 
shall require all policyholders and third party claimants to utilize the stan- 
dardized forms when making a claim against any health care insurance policy 
in effect in this state. 

(e) As used in this section, “standardized forms” includes, but is not 
necessarily limited to, electronic storage systems and information. 


History. 
Acts 1993, ch. 277, § 1. 


56-1-105. Exclusion of types of insurance from specific insurance 
definitions. 


(a) Notwithstanding any law to the contrary, “accident and health insur- 
ance,” “accident and sickness insurance,” “health insurance,” “health benefit 
plan” or other similar term used in any legislation enacted after May 24, 2000, 
shall not include, unless specifically provided, the following types of insurance 
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or any combination of these types of insurance: hospital indemnity, accident, 
dental, specified disease, disability income, long-term care, Champus supple- 
ment, or Medicare supplement, except as provided in this section. 

(b) Nothing contained in this section shall apply to chapters 4 and 12 of this 
title. 

(c) Nothing contained in this section shall apply to programs and services 
provided pursuant to Title XIX of the Social Security Act (42 U.S.C. § 1396 et 
seq.), and regulations promulgated pursuant to Title XIX of the Social Security 
Act. 


History. Section to Section References. 
Acts 2000, ch. 808, §§ 1-3. This section is referred to in § 56-12-204. 


56-1-106. Requests for information regarding complaints — Time lim- 
its — Exceptions — Penalties. 


(a)(1) Notwithstanding any other provision of law or rule to the contrary, if 
the department makes a request for information from an entity or individual 
licensed under this title, or required to be licensed under this title, 
concerning a complaint filed against the entity or individual, and the request 
requires a response, the entity or individual must respond to the request 
within a reasonable time. 

(2)(A) As used in this section, “reasonable time” means a period of time 

not to exceed thirty (30) days from the date the request is received by the 

entity or individual. 

(B) For the purposes of this section, the response by the entity or 
individual shall constitute a response if it acknowledges the inquiry from 
the department and sets forth a time frame to address the substantive 
issues in the inquiry. 

(b) This section does not apply to or preempt any other law that requires or 
allows the commissioner to require an individual or entity to respond to a 
request from the department within a period of time less than thirty (30) days. 

(c) The commissioner may levy a civil penalty in the amount of one hundred 
dollars ($100) per day upon any entity or individual that fails to respond within 
a reasonable time. 

(d) This section does not rescind or preempt any due process rights of 
entities regulated pursuant to this title. 

(e) This section does not apply to entities subject to regulation by the 
department that participate in the TennCare program under Title XIX of the 
Social Security Act (42 U.S.C. § 1396 et seq.), or any successor to the TennCare 
program. 


History. 
Acts 2004, ch. 496, § 1. 


56-1-107. Authority to query the TBI’s criminal history records sys- 
tem. 


Notwithstanding any other law to the contrary, in conjunction with the 
issuance of licenses, permits and registrations and the investigation of 
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consumer complaints, the department has the authority to query the Tennes- 
see bureau of investigation’s (TBI) Tennessee criminal history records system 
for the following information: 
(1) Tennessee criminal history records; 
(2) Tennessee repository for apprehension of persons (TRAP); 
(3) State of Tennessee orders of protection files (STOP); and 
(4) Criminal history records of the federal government and other states to 
which the TBI may have access. Criminal history records of the federal 
bureau of investigation may be obtained for the reasons listed in this section 
only if fingerprints are obtained and submitted through the TBI. 


History. 
Acts 2004, ch. 557, § 1. 


56-1-108. Study of impediments to insurance for use of justifiable 
force. 


(a) The commissioner shall conduct a study of Tennessee’s insurance laws to 
determine what impediments, if any, exist under the insurance laws or policies 
of this state that may be acting as deterrents for insurance companies in this 
state to underwrite policies of insurance to insure a person who has used force 
that is justified, including deadly force, in protecting such person’s self or 
property pursuant to §§ 39-11-611 and 39-11-612, commonly referred to as the 
castle doctrine, or any other law. 

(b) The commissioner shall report to the general assembly and to the 
governor the results of the study required by subsection (a) no later than 
March 1, 2012, with recommendations on whether such insurance should, in 
the commissioner’s opinion, become available to Tennessee residents. 


History. general assembly members of publication of 
Acts 2011, ch. 429, § 1. report, § 3-1-114. 


Cross-References. 
Reporting requirement satisfied by notice to 


56-1-109. License of person in default on student loans. 


(a) As used in this section, unless the context otherwise requires: 

(1) “Guarantee agency” means a guarantor of student loans that has an 
agreement with the United States secretary of education; 

(2) “License” means a license, certification, registration, permit, approval 
or other similar document issued to an individual evidencing admission to or 
granting authority to engage in a profession, trade, occupation, business, or 
industry; 

(3) “Licensing authority” means the department or any division, board, 
commission, committee, agency or other governmental entity under the 
authority of the department or attached to a division of the department that 
has been established by statute or regulation to oversee the issuance and 
regulation of any license; and 

(4) “ISAC” means the Tennessee student assistance corporation. 

(b) Upon receiving a copy of a final order as provided in subsection (c) from 
TSAC or a guarantee agency, each licensing authority shall suspend, deny or 
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revoke the license of any person who has defaulted on a repayment or service 
obligation under any federal family education loan program, the federal 
Higher Education Act of 1965 (20 U.S.C. § 1001 et seq.), a student loan 
guaranteed or administered by TSAC, or any other state or federal educational 
loan or service-conditional scholarship program. 
(c)(1) Each licensing authority shall accept any determination of default 
from TSAC or a guarantee agency, after TSAC or the guarantee agency has 
afforded a debtor an opportunity to be heard in accordance with subdivision 
(c)(2); and the licensing authority shall rescind any disciplinary action and 
restore any license upon receiving notice from TSAC or the guarantee 
agency that the debtor has agreed to serve the debtor’s obligation or is in 
compliance with an approved repayment plan. 
(2)(A) Unless a debtor has made satisfactory arrangements according to 
the lender, TSAC or the guarantee agency, which may include adminis- 
trative wage garnishment, voluntary payment arrangements, deferment 
or forbearance, then the debtor shall be regarded as delinquent or in 
default. If a debtor is delinquent or in default on a repayment or service 
obligation under a guaranteed student loan identified in subsection (b), or 
the debtor has failed to enter into a payment plan, agreed to a service 
obligation or comply with a payment plan previously approved by TSAC or 
the guarantee agency, then TSAC or the guarantee agency shall issue to 
the debtor a notice of intent to file an order with the appropriate licensing 
authority to seek to suspend, deny or revoke the debtor’s license. The 
notice shall: 
(i) Be served upon the debtor personally or by certified mail with 
return receipt requested; and 
(ii) State that the debtor’s license shall be suspended, denied or 
revoked ninety (90) days after service unless within that time the 
debtor: 

(a) Pays the entire debt stated in the notice; 

(6) Enters into a payment plan or service obligation, or complies 
with a payment plan previously entered into and approved by TSAC 
or the guarantee agency; 

(c) Requests and qualifies for deferment, forbearance or other 
satisfactory compliance; or 

(d) Requests a hearing before TSAC or the ei dearitee agency. 

(B) The hearing request by the debtor shall be made in writing and 
must be received by TSAC or the guarantee agency within twenty (20) 
days of the date the notice is served. 

(C) TSAC or the guarantee agency, upon receipt of a request for a 
hearing from the debtor, shall schedule a hearing to determine whether a 
determination of delinquency or default which could result in suspension, 
denial or revocation of the debtor’s license is appropriate. The debtor’s 
license may not be suspended, denied or revoked until a determination is 
reached following the hearing. The issues that may be determined in the 
hearing are: 

(i) The amount of the debt, if any; 
(ii) Whether the debtor is delinquent or in default; 
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(iii) Whether the debtor: 

(a) Has entered into a payment plan or service obligation approved 
by TSAC or the guarantee agency; 

(b) Is willing to enter into a payment plan or service obligation 
approved by TSAC or the guarantee agency; or 

(c) Is willing to comply with a payment plan or service obligation 
previously entered into and approved by TSAC or the guarantee 
agency; and 

(iv) Whether the debtor is eligible for deferment, forbearance or other 
satisfactory compliance. 

(D) If a debtor, without good cause, fails to respond to the notice of 
intent, fails to timely request a hearing, or fails to appear at a regularly 
scheduled hearing, the debtor’s defenses, objections, or request for a 
payment plan or compliance with a payment plan may be determined to be 
without merit; and TSAC or the guarantee agency shall enter a final 
decision and order, requesting suspension, denial or revocation of the 
debtor’s license, and further requesting the licensing authority to order 
the debtor to refrain from engaging in the licensed activity. TSAC or the 
guarantee agency shall send a copy of the order to the licensing authority 
and the debtor. . 

(E) The administrative hearings shall be conducted in accordance with 
rules and regulations adopted under the Uniform Administrative Proce- 
dures Act, compiled in title 4, chapter 5. 

(F)G) When TSAC or the guarantee agency determines that the debt is 
paid in full or the debtor has entered into a payment plan, entered into 
a service obligation, is otherwise in satisfactory compliance or complied 
with a payment plan previously approved by TSAC or the guarantee 
agency, TSAC or the guarantee agency shall enter an order requesting 
that the licensing authority terminate the order suspending, denying or 
revoking the license. TSAC or the guarantee agency shall send a copy of 
the order to the licensing authority and the debtor. Notwithstanding any 
other law, rule or regulation to the contrary, when the license is 
reinstated, the licensing authority shall not impose a reinstatement fee 
that exceeds fifty dollars ($50.00). 

(ii) Entry of an order seeking to terminate suspension, denial or 
revocation of a license does not limit the ability of TSAC or the 
guarantee agency to issue a new order which seeks to suspend, deny or 
revoke the license of the same debtor in the event of another delin- 
quency or default. 

(G) TSAC is authorized to promulgate necessary rules and regulations 
to effectuate the purposes of this subsection (c). All such rules and 
regulations shall be promulgated in accordance with the Uniform Admin- 
istrative Procedures Act. 

(d) The commissioner is authorized to promulgate rules and regulations to 
effectuate the purposes of this section. All such rules and regulations shall be 
promulgated in accordance with the Uniform Administrative Procedures Act. 


56-1-201 


History. 
Acts 2012, ch. 519, § 1. 


INSURANCE 10 


PART 2 
ORGANIZATION AND PERSONNEL 


56-1-201. Creation of department of commerce and insurance. 


There is created a department of commerce and insurance, whose chief 


officer is the commissioner. 


History. 

Acts 19138, ch. 1, § 1; Shan., § 3276; impl. 
am. Acts 1923, ch. 7, 8§ 50,51; mod. Code 1932, 
§ 6088; modified; impl. am. Acts 1971, ch. 137, 
§§ 1, 2; T.C.A. (orig. ed.), § 56-103. 


Compiler’s Notes. 

The department of commerce and insurance, 
created by §§ 4-3-101 and 4-3-1301, terminates 
June 30, 2019. See §§ 4-29-112, 4-29-240. 


Cross-References. 

Advisory committee, § 56-1-210. 

Department of commerce and insurance, 
§§ 4-3-101, 4-3-1303. 

Sheep Producers’ Indemnity Law, commis- 
sioner acting in supervisory capacity, § 44-14- 
117. 


56-1-202. Commissioner head of department. 


The commissioner shall be and act as the head of the department. 


History. 

Acts 1928, ch. 7, § 51; Shan. Supp., 
§ 373a113; Code 1932, § 330; impl. am. Acts 
1971, ch. 137, § 2; T.C.A. (orig. ed.), § 56-104. 


Cross-References. 

Accounting for fees received, §§ 8-22-118 — 
8-22-121. 

Deputy fire marshals, appointment, § 68- 
102-104. 


Fire prevention duties, §§ 68-102-102, 68- 
102-103. 

Fire prevention instructions and forms, 
preparation and distribution, § 68-102-110. 

Preventing and investigating destructive 
fires, duties, § 68-102-101. 

Review of fire and life safety codes under law 
regulating health and related facilities, § 68- 
11-202. 


56-1-203. Commissioner not to be financially interested in insurance 


corporations. 


The commissioner shall not be financially interested, directly or indirectly, in 
any insurance corporation subject to the supervision of the department. 


History. 

Acts 1923, ch. 7, § 54; Shan. Supp., 
§ 373a117; Code 1932, § 334; Acts 1933, ch. 92, 
§ 1; C. Supp. 1950, § 334; impl. am. Acts 1971, 
ch. 137, §§ 1, 2; T.C.A. (orig. ed.), § 56-106. 


Collateral References. 

Interest as stockholder or officer of corpora- 
tion with which contract is made as effecting 
disqualification for serving in office. 140 A.L.R. 
356. 


56-1-204. Inquisitorial power given commissioner and deputies. 


Inquisitorial power is given to the commissioner or the commissioner’s 
deputies to inquire into any violation of this title, and to examine any person 
under oath, and to compel production of books, records, or papers relative to 


the inquiry. 


History. 
Acts 1919, ch. 170, § 3; Shan. Supp., 


§ 3323a1; Code 1932, § 6152; Acts 1978, ch. 
530, § 1; T.C.A. (orig. ed.), § 56-107. 
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56-1-205. Traveling expenses of commissioner. 


The commissioner is entitled to, and shall be paid, all necessary traveling 
expenses, including railroad fare and hotel bills paid while away from the 
commissioner’s office on official business. 


History. am. Acts 1923, ch. 7, §§ 50, 51; Code 1932, 
Acts 1913, ch. 1, § 5; Shan., § 3276a4;impl. § 6089; T.C.A. (orig. ed.), § 56-108. 


56-1-206. Special deputy commissioner — Compensation limited to 
half of fines. 


(a) The commissioner is empowered, with the consent of the governor, to 
appoint special deputy commissioners for the better enforcement, and to 
apprehend all persons found in violation, of the insurance laws of this state. 

(b) The special deputies shall be clothed with powers as may be delegated by 
the commissioner. 

(c) The compensation of special deputy commissioners shall be limited to 
one half (2) of any fine assessed against any person found guilty of violating 
any of the insurance laws of this state; provided, that the fine so assessed shall 
be due to the efforts of the special deputy commissioner arresting or causing 
the arrest of the guilty person. 


History. Cross-References. 

Acts 1919, ch. 131, § 1; Shan. Supp., See note to § 56-1-207. Pack v. Royal-Globe 
§ 3276a6; mod. Code 1932, § 6090; T.C.A. Ins. Cos., 224 Tenn. 452, 457 S.W.2d 19, 1970 
(orig. ed.), § 56-109. Tenn. LEXIS 343 (1970). 


56-1-207. Employment of actuaries by commissioner — Duties — Com- 
pensation. 


(a) The commissioner is authorized to employ not more than three (3) 
actuaries, the qualifications of whom shall be acceptable to the commissioner, 
together with assistants deemed necessary by the commissioner for efficient 
administration of duties assigned to the actuaries. The commissioner shall 
assign the duties to be performed by the actuaries and assistants for the 
department. 

(b) The commissioner shall fix the compensation of the actuaries and 
assistants employed pursuant to this section and shall provide for the payment 
of expenses incurred by the actuaries and assistants while engaged in the 
performance of the duties assigned; provided, that any salary or per diem 
compensation shall not exceed a reasonable amount commensurate with usual 
compensation for like services, and the allowances of expenses shall not exceed 
the actual expenses incurred. 


History. Section to Section References. 
Acts 1943, ch. 97, § 1; C. Supp. 1950, This section is referred to in §§ 56-1-208, 
§ 6459.40 (Williams, § 6459.43); Acts 1961, ch. 56-4-102, 56-4-103. 
31, § 1; impl. am. Acts 1971, ch. 187, §§ 1, 2; 
T.C.A. (orig. ed.), § 56-110. 


56-1-208 
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NOTES TO DECISIONS 


1. Successor Commissioner’s Right to 
Rule. 

Successor to commissioner was authorized to 
make specific findings as to reasons for denial 
of rate increases by his predecessor where re- 
cord indicated record of statistical data and 


able and there was no indication in the record 
that deputies, assistants, actuaries or other 
office personnel involved in the original pro- 
ceeding had resigned. Pack v. Royal-Globe Ins. 
Cos., 224 Tenn. 452, 457 S.W.2d 19, 1970 Tenn. 


: : : ; LEXIS 343 (1970). 
transcript of testimony of witnesses were avail- 


56-1-208. Actuaries to compute net value of policies — Other duties. 


(a) The commissioner shall require the actuaries employed pursuant to 
§ 56-1-207 to compute the net value of outstanding policies of life insurance in 
companies, associations or fraternal orders authorized to transact business in 
this state as required by law. 

(b) The commissioner may assign other duties to the actuaries that the 
commissioner deems necessary or proper. 


Acts 1971, ch. 137, § 2; T.C.A. (orig. ed.), § 56- 
t1d3 


History. 
Acts 1943, ch. 97, § 2; C. Supp. 1950, 
§ 6459.41 (Williams, § 6459.44); impl. am. 


56-1-209. Payment of expenses of department — Record of receipts 
and expenditures — Excess fees. 


The commissioner shall pay out of the fees of the commissioner’s office the 
necessary expenses of the department, shall keep an accurate record of all 
receipts and expenditures, and shall require and preserve sworn vouchers for 
each payment. The excess of fees, after paying necessary expenses, shall be 
turned into the state treasury. 


History. 
Acts 1895, ch. 160, § 39; Shan., § 3324; mod. 
Code 1932, § 6153; T.C.A. (orig. ed.), § 56-138. 


56-1-210. Advisory committee. 


(a) The commissioner shall appoint an advisory committee to assist the 
department. The advisory committee shall be composed of not more than 
twelve (12) members who are qualified professionals in the health insurance 
industry and related health fields. 

(b) The advisory committee shall meet with the commissioner or the 
commissioner’s designee and shall report periodically to the department on its 
findings. 


History. 
Acts 1985, ch. 388, § 3. 


56-1-211. Office to assist older persons concerning insurance. 


(a) The commissioner shall establish within the department an office to 
assist older Tennesseans in understanding, evaluating, and comparing insur- 
ance products available to them. The projects, programs, and services of the 
office shall be coordinated with those of the commission on aging and disability 
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created by § 71-2-104. The office shall devote particular attention to address- 
ing questions involving medicare supplement insurance policies. 

(b) Subject to the limits of any appropriation by the general assembly, the 
commissioner may, through the office established under subsection (a): 

(1) Employ or contract for the services of a consultant approved by the 
commission on aging; 

(2) Train the consultant to meet with and appear before senior citizens 
groups to disseminate and gather information on insurance products of 
interest to them; 

(3) Develop a computer system capable of comparing features and rates of 
various insurance policies; 

(4) Reimburse volunteers for travel expenses incurred in connection with 
the performance of duties assigned by the office; and 

(5) Undertake any other activities that are reasonably necessary to 
accomplish the purposes of this section. 


History. state employees and teachers, title 8, ch. 27, 
Acts 1988, ch. 986, § 2. part 7. 


Cross-References. 
Supplemental medical insurance for retired 


56-1-212. Commissioner’s authority to regulate — Conversion of 
health insurance business. 


(a) Notwithstanding any provision of this title to the contrary, the commis- 
sioner shall have the same authority to regulate and shall apply the same 
substantive standards to hospital and medical service corporations licensed 
pursuant to chapter 29 of this title as shall apply to health insurers doing 
business pursuant to chapter 26, part 1 of this title. 

(b)(1) Prior to engaging in any transaction or series of transactions the net 

effect of which shall be to effectuate the conversion by any method, directly 

or indirectly, of all or substantially all of the health insurance business of the 
nonprofit hospital and medical service corporation, as measured by annual 
revenue on a consolidated basis, to a for-profit entity of any kind the equity 
interest of which is not wholly owned by the corporation or its insureds, the 
service corporation shall file with the commissioner a written notice of its 
intention to do so. The commissioner shall, upon receipt of the notice, 
forward a copy of the notice to the governor and to the speaker of the house 
of representatives and the speaker of the senate. The service corporation 

shall take no action to effectuate the completion of the conversion for a 

period of one (1) year from the date of the filing, or until the end of the next 

regular session of the general assembly in the year following the year in 

which the notice is given in the event the one-year period does not include a 

full, regular legislative session of the general assembly. 

(2) For the purposes of subdivision (b)(1): 

(A) “All or substantially all of the health insurance business” shall not 
include the sale of all or part of the assets of equity interest in a subsidiary 
company unless the subsidiary company constitutes in excess of seventy- 
five percent (75%) of the total consolidated annual revenue of the service 
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corporation as reflected on its annual statement for the preceding year; 
and 

(B) The transfer of health insurance business of the service corporation 
shall not be deemed to include the contracting or subcontracting of 
business or business functions. 

(c) Notwithstanding any law to the contrary, the board of directors of the 
service corporation licensed pursuant to chapter 29 of this title, shall meet all 
of the requirements for boards of directors of nonprofit corporations pursuant 
to title 48, chapter 58, part 1. To the extent that chapter 29 of this title conflicts 
with title 48, chapter 58, title 48, chapter 58 shall control. 


History. 
Acts 2003, ch. 96, § 1. 


56-1-213. Fee to cover costs of issuing or renewing licenses, registra- 
tions and permits. 


The commissioner is authorized to promulgate, by rule, a convenience fee to 
cover the costs of issuing or renewing licenses, registrations and permits. Any 
fee set by rule under the authority of this section may be assessed in addition 
to the fee or fees assessed for the costs of issuing or renewing licenses, 
registrations and permits by mail or in person. In no event shall the fee exceed 
the actual costs incurred in issuing or renewing a license, registration or 
permit. 


History. “on the Internet” at the end of the second 
Acts 2005, ch. 375, § 1; 2016, ch. 838, § 2. sentence. 
Amendments. Effective Dates. 


The 2016 amendment deleted “via the Inter- Acts 2016, ch. 838, § 13. July 1, 2016. 
net” at the end of the first sentence; and deleted 


PART 3 
DIVISION OF REGULATORY BOARDS 


56-1-301. Director for division of regulatory boards. 


The commissioner shall employ a director for the division of regulatory 
boards created under § 4-3-1303. 


History. Section to Section References. 
Acts 1978, ch. 906, § 1; modified; T.C.A., This part is referred to in § 4-3-1016. 
§ 56-145. This section is referred to in § 56-1-303. 


56-1-302. Powers, duties and responsibilities of director — Alternative 
method of license renewals. 


(a) Notwithstanding any contrary law, except title 55, chapter 17, the 
director has the power, duty and responsibility to: 
(1) Act as chief administrative officer for each board; 
(2) Employ all consultants, investigators, inspectors, legal counsel and 
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other personnel necessary to staff and carry out the functions of the boards, 
-and assign the personnel in a manner designed to assure their most efficient 
use, excluding the board of pharmacy; 

(3) Provide office space and necessary quarters for the boards; 

(4) Maintain a central filing system for official records and documents of 
all boards; 

(5) Promulgate rules and regulations for all administrative functions and 
activities of the boards; 

(6) Enforce all regulations promulgated by the boards; 

(7) Collect and account for all fees prescribed to be paid to each board, 
and, unless otherwise prescribed by law, deposit the fees in the state 
treasury, and the commissioner of finance and administration shall make 
allotments out of the general fund as may be necessary to defray the 
expenses of the division and boards as provided by law; 

(8) Perform other duties the commissioner prescribes, or as prescribed by 
law; 

(9A) Issue monthly a press release containing a disciplinary report, 

which shall list all disciplinary actions taken by each board during the 

prior month. The report shall list, by board, the following: 
(i) Name and professional address of any person disciplined the prior 
month; 
(ii) Disciplinary action taken; and 
(iii) Any civil penalty imposed; and 

(B) The disciplinary report for the prior month shall be made available 
to newspapers of general circulation in each of the state’s metropolitan 
areas, Nashville, Memphis, Knoxville, Chattanooga and the tri-cities area 
composed of Bristol, Johnson City and Kingsport, by the fifteenth of each 
following month. 

(b)(1)(A) Notwithstanding any other law to the contrary, the director shall 
establish an alternative system of renewals of licenses issued by any 
regulatory board attached to the division of regulatory boards of the 
department under § 4-3-1304. The system shall be designed to allow for 
the distribution of the renewal workload as uniformly as is practicable 
throughout the calendar year. 

(B) Licenses issued under the alternative method are valid for twenty- 
four (24) months, and shall expire on the last day of the last month of the 
license period; however, during a transition period or at any time there- 
after, if the director, after consultation with the affected board or boards, 
determines that the volume of work for any given interval is unduly 
burdensome or costly, either the licenses or renewals, or both of them, may 
be issued for terms of not less than six (6) months nor more than eighteen 
(18) months. The fee imposed for any license under the alternative 
interval method for a period other than twenty-four (24) months shall be 
proportionate to the annual fee and modified in no other manner, except 
that the proportional fee shall be rounded off to the nearest quarter of a 
dollar (25¢). 

(2) As used in subdivision (b)(1), “license” is defined as in § 4-5-102. 

(c) Notwithstanding any other law to the contrary, the director of the 

division of regulatory boards of the department may implement a system for 
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electronic submission of complaints or applications for licensure or registration 
to any regulatory program attached to the division, including any renewal 
thereof, and to notify licensees electronically of renewals, rulemaking or any 


other notification. 


History. 

Acts 1978, ch. 906, § 1; modified; T.C.A., 
§ 56-145; Acts 1980, ch. 573, § 1; impl. am. 
Acts 1983, ch. 311, §§ 1-8; Acts 1983, ch. 313, 
§ 1; 1989, ch. 389, § 3; 1990, ch. 1026, § 34; 
2013, ch. 138, § 1. 


Cross-References. 
Penalty for violation of statute, rule or order, 
§ 56-1-308. 


Section to Section References. 
This section is referred to in §§ 56-1-303, 


Law Reviews. 

Selected Tennessee Legislation of 1983 (N. L. 
Resener, J. A. Whitson, K. J. Miller), 50 Tenn. 
L. Rev. 785 (1983). 


Attorney General Opinions. 

T.C.A. § 62-1-105 gives the board of accoun- 
tancy the sole authority to hire and terminate 
its executive director and any other member of 
its staff requiring professional qualifications, 
OAG 04-060, 2004 Tenn. AG LEXIS 58 
(4/08/04). 


62-6-110, 62-6-111. 


56-1-303. Consultations with boards — Conclusiveness of director’s 
decisions. 


In providing the administrative functions required under §§ 56-1-301, 
56-1-302 and 56-1-306, the director shall consult with each board as to its 
particular requirements, but the decision of the director in such matters shall 
be conclusive, except as otherwise directed by the commissioner. 


History. 
Acts 1978, ch. 906, § 1; modified; T.C.A., 
§ 56-145. 


56-1-304. Director as member of each board — Notice to director of 
meetings. 


(a) The director or the director’s duly authorized representative shall be an 
ex officio, nonvoting member of each board attached to the department, and 
shall be entitled to attend all meetings of the boards. 

(b) Each board shall advise the director of any meetings at which official 
action will be taken at least forty-eight (48) hours prior to the meeting, unless 
the director expressly waives the requirement. 


History. 
Acts 1978, ch. 906, § 2; modified; T.C.A., 
§ 56-145. 


56-1-305. Bond of director and assistants. 


The director, and any assistants designated by the commissioner, shall give 
bond as provided by law, conditioned upon the faithful performance of the 
duties of the office and for the faithful accounting of all money and other 
property that comes into their hands. 


History. 
Acts 1978, ch. 906, § 3; modified; T.C.A., 
§ 56-145. 
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56-1-306. Personnel. 


Any employment of personnel shall be in accordance with rules of the 
departments of personnel and finance and administration. 


History. Section to Section References. 
Acts 1978, ch. 906, § 1; modified; T.C.A., This section is referred to in § 56-1-303. 
§ 56-145. 


56-1-307. Per diem and travel expenses of board, commission or 
agency members. 


(a) Members of each board, commission, or agency attached to the division 
of regulatory boards created under § 4-3-1303 shall receive the sum of fifty 
dollars ($50.00) for each day actually spent in the performance of their official 
duties. 

(b) All reimbursement for travel expenses shall be in accordance with the 
comprehensive travel regulations promulgated by the department of finance 
and administration and approved by the attorney general and reporter. 


History. 
Acts 1984, ch. 676, § 13. 


56-1-308. Penalty for violation of statute, rule or order — Recovery. 


(a) With respect to any person required to be licensed, permitted, or 
authorized by any board, commission or agency attached to the division of 
regulatory boards, each respective board, commission or agency may assess a 
civil penalty against the person in an amount not to exceed one thousand 
dollars ($1,000) for each separate violation of a statute, rule or order pertain- 
ing to the board, commission or agency. Each day of continued violation 
constitutes a separate violation. 

(b) Each board, commission or agency shall by rule establish a schedule 
designating the minimum and maximum civil penalties that may be assessed 
under this section. In assessing civil penalties, the following factors may be 
considered: 

(1) Whether the amount imposed will be a substantial economic deterrent 
to the violator; 

(2) The circumstances leading to the violation; 

(3) The severity of the violation and the risk of harm to the public; 

(4) The economic benefits gained by the violator as a result of noncompli- 
ance; and 

(5) The interest of the public. 

(c)(1) Civil penalties assessed pursuant to this section shall become final 

thirty (30) days after the date a final order of assessment is served. Payment 

of any civil penalty assessed after a hearing held pursuant to the Uniform 

Administrative Procedures Act, compiled in title 4, chapter 5, is a prerequi- 

site to issuance or renewal of any license issued by a board, commission or 

agency attached to the division unless the final decision of the board, 
commission or agency is stayed pursuant to § 4-5-322(c), or acceptable 
arrangements for payment of the civil penalty are made with the board, 
commission or agency prior to the issuance or renewal of any license issued 
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by a board, commission or agency attached to the division. 

(2) If the violator fails to pay an assessment when it becomes final, the 
division may apply to the appropriate court for a judgment and seek 
execution of the judgment. 

(3) Jurisdiction for recovery of the penalties shall be in the chancery court 
of Davidson County, or the chancery court of the county in which all or part 
of the violations occurred. 

(d) All sums recovered pursuant to this section shall be paid into the state 
treasury. 


History. Section to Section References. 
Acts 1984, ch. 785, § 1; 1989, ch. 389, § 1; This section is referred to in §§ 62-5-107, 
2013, ch. 138, § 2. 66-32-121. 


Cross-References. 
Press release of disciplinary actions, § 56-1- 
302. 


56-1-309. Expenditure estimates — Improvement recommendations. 


Before submitting an estimate of its expenditure requirements as provided 
in § 9-4-5103, the department shall consult with each board, commission, or 
agency that is attached to the division of regulatory boards created under 
§ 4-38-1303 and is authorized or required to collect any fees. The board, 
commission, or agency shall timely submit to the commissioner an itemized list 
of any improvements recommended for inclusion in the department’s expen- 
diture estimate. In the preparation of the estimate, the department shall 
clearly indicate the disposition of each improvement recommendation received 
under this section. The department shall transmit with its expenditure 
estimate a copy of each list of recommended improvements received under this 
section to the commissioner of finance and administration. 


History. 
Acts 1989, ch. 523, § 180. 


56-1-310. Moneys collected by boards attached to division of regula- 
tory boards — Separate account in state general fund. 


(a) Notwithstanding any law to the contrary, all moneys collected by any 
board attached to the division of regulatory boards pursuant to § 4-3-1304 
shall be deposited in the state general fund and credited to a separate account 
for each board. 

(b) Disbursements from the accounts shall be made solely for the purpose of 
defraying expenses incurred in the implementation and enforcement of the 
boards’ areas of regulation. 

(c) The expenses shall not be paid from any other state funds. 

(d) Funds remaining in board accounts at the end of any fiscal year shall not 
revert to the general fund but shall remain available for expenditure in 
accordance with law. 


History. Section to Section References. 
Acts 1991, ch. 440, § 1. This section is referred to in § 63-51-108. 
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56-1-311. Assessment of investigatory and hearing costs — Rules and 
regulations. 


(a) Notwithstanding any contrary law, the division of regulatory boards or 
any board, commission or agency attached to the division of regulatory boards 
may assess the actual and reasonable costs of the investigation, prosecution 
and hearing of any disciplinary action held in accordance with the contested 
case provisions of the Uniform Administrative Procedures Act, compiled in title 
4, chapter 5, part 3, and in which sanctions of any kind are imposed on any 
person or entity required to be licensed, permitted, registered or otherwise 
authorized by the division or respective board, commission or agency. These 
costs may include, but are not limited to, those incurred and assessed for the 
time of the prosecuting attorneys, investigators, expert witnesses, administra- 
tive judges and any other persons involved in the investigation, prosecution 
and hearing of the action. 

(b) The commissioner shall promulgate rules and regulations establishing a 
schedule of costs that may be assessed pursuant to this section. 

(c)(1) All costs assessed pursuant to this section shall become final thirty 

(30) days after the date a final order of assessment is served. 

(2) If the individual or entity disciplined fails to pay an assessment when 

it becomes final, the division may apply to the appropriate court for a 

judgment and seek execution of the judgment. 

(3) Jurisdiction for recovery of the costs shall be in the chancery court of 

Davidson County. 


History. shall apply only to the division of regulatory 
Acts 1998, ch. 655, § 1. boards and shall not apply to the division of 


Pent insurance or the securities division. 
Compiler’s Notes. 


Acts 1998, ch. 655, § 2 provided that this act 


56-1-312. Default on student loans by members of regulated profes- 
sions. 


(a) Upon receiving a copy of a final order as provided in subsection (b) from 
the Tennessee student assistance corporation (TSAC), or a guarantee agency 
that has an agreement with the United States secretary of education, referred 
to as “guarantee agency” in this section, each board, commission or agency, 
referred to as the “licensing authority” in this section, attached to the division 
of regulatory boards shall suspend, deny or revoke the license of, or take other 
appropriate disciplinary action against, any person who has defaulted on a 
repayment or service obligation under any federal family education loan 
program, the federal Higher Education Act of 1965 (20 U.S.C. § 1001 et seq.), 
as amended, a student loan guaranteed or administered by TSAC, or any other 
state or federal educational loan or service-conditional scholarship program. 

(b)(1) Each board, commission, committee, agency or other governmental 

entity created pursuant to this title shall accept any determination of default 

from TSAC or a guarantee agency, after TSAC or the guarantee agency has 
afforded a debtor an opportunity to be heard in accordance with subdivision 

(b)(2); and the board, commission, committee, agency or other governmental 

entity shall rescind any disciplinary action and restore any license or 
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certificate upon receiving notice from the corporation or guarantee agency 
that the person has agreed to serve the person’s obligation or is in 
compliance with an approved repayment plan. 
(2)(A) Unless a debtor has made satisfactory arrangements according to 
the lender, TSAC or the guarantee agency, which may include adminis- 
trative wage garnishment, voluntary payment arrangements, or defer- 
ment/forbearance, then the debtor shall be regarded as delinquent or in 
default. If a debtor is delinquent or in default on a repayment or service 
obligation under a guaranteed student loan identified in subsection (a), or 
the debtor has failed to enter into a payment plan or comply with a 
payment plan previously approved by TSAC or the guarantee agency, then 
TSAC or the guarantee agency shall issue to the debtor a notice of intent 
to file an order with the appropriate licensing authority to suspend, deny 
or revoke the debtor’s license or certificate. The notice must: 
(i) Be served upon the debtor personally or by certified mail with 
return receipt requested; and 
(ii) State that the debtor’s license or certificate will be suspended, 
denied or revoked ninety (90) days after service unless within that time 
the debtor: 

(a) Pays the entire debt stated in the notice; 

(6) Enters into a payment plan or complies with a payment plan 
previously entered into and approved by TSAC or the guarantee 
agency; or 

(c) Requests a hearing before TSAC or the guarantee agency. 

(B) The hearing request by the debtor shall be made in writing and 
must be received by TSAC or the guarantee agency within twenty (20) 
days of the date the notice is served. 

(C) TSAC or the guarantee agency, upon receipt of a request for a 
hearing from the debtor, shall schedule a hearing to determine whether 
suspension, denial or revocation of the debtor’s license or certificate is 
appropriate. The debtor’s license or certificate may not be suspended, 
denied or revoked until a determination is reached following the hearing. 
The only issues that may be determined in the hearing are: 

(i) The amount of the debt, if any; 

(ii) Whether the debtor is delinquent or in default; and 

(iii) Whether the debtor has entered into, or the debtor is willing to 
enter into, a payment plan or to comply with a payment plan previously 
entered into and approved by TSAC or the guarantee agency. 

(D) If a debtor fails to respond to the notice of intent, fails to timely 
request a hearing, or fails to appear at a regularly scheduled hearing, the 
debtor’s defenses, objections, or request for a payment plan or compliance 
with a payment plan may be determined to be without merit; and TSAC or 
the guarantee agency shall enter a final decision and order, requesting 
suspension, denial or revocation of the debtor’s license or certificate, and 
further requesting the licensing authority to order the debtor to refrain 
from engaging in the licensed activity or activity for which a certificate has 
been issued. TSAC or the guarantee agency shall send a copy of the order 
to the licensing authority and the debtor. 
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(E) The administrative hearings shall be conducted in the same manner 
as those conducted pursuant to §§ 36-5-703 and 36-5-704. 

(F)G) When TSAC or the guarantee agency determines that the debt is 

paid in full or the debtor has entered into a payment plan or complied 

with a payment plan previously approved by TSAC or the guarantee 
agency, TSAC or the guarantee agency shall terminate the order 
suspending, denying or revoking the license or certificate. TSAC or the 
guarantee agency shall send a copy of the order terminating the 
suspension, denial or revocation to the licensing authority and the 
debtor. Notwithstanding any other law, rule or regulation to the con- 
trary, when the license or certificate is reinstated, the licensing author- 
ity shall not impose a reinstatement fee that exceeds fifty dollars 

($50.00). 

(ii) Entry of an order terminating suspension, denial or revocation of 

a license or certificate does not limit the ability of TSAC or the 

guarantee agency to issue a new order suspending, denying or revoking 

the license or certificate of the same debtor in the event of another 
delinquency or default. 

(G) TSAC is authorized to promulgate necessary rules and regulations 
in accordance with the Uniform Administrative Procedures Act, compiled 
in title 4, chapter 5, to implement this subsection (b). 

(c) Each board, commission or agency attached to the division of regulatory 
boards shall promulgate rules and regulations to effectuate the purposes of 
this section. 


History. 
Acts 1999, ch. 476, § 2. 


56-1-313. Disciplinary authority of governmental entities attached to 
the division of regulatory boards. 


(a) In addition to any other lawful disciplinary authority, any board, 
commission or agency attached to the division of regulatory boards may, upon 
receipt of a certified order, refuse to issue or renew a license, permit or 
authorization to practice, and revoke, suspend or restrict any license, permit or 
authorization to practice that the board, commission, or agency has issued to 
any person who: 

(1) Has had the person’s license, permit or authorization to practice in the 
profession or occupation subject to the jurisdiction of the board, commission 
or agency suspended or revoked by another state or national board, commis- 
sion or agency for any acts or omissions that would constitute grounds for 
discipline in this state; or 

(2) Has voluntarily surrendered the person’s license, permit or authori- 
zation to practice in the profession or occupation that is subject to the 
jurisdiction of the board, commission or agency, as a result of or during the 
pendency of disciplinary proceedings by another state or national board, 
commission or agency, for any acts or omissions that would constitute 
grounds for discipline in this state. 

(b) The Uniform Administrative Procedures Act, compiled in title 4, chapter 
5, shall govern all matters and procedures respecting the hearing and judicial 
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review of any contested case, as defined in § 4-5-102, arising under the 
authority of this section. 

(c) Any board, commission or agency attached to the division of regulatory 
boards is authorized to promulgate rules to effectuate the purposes of this 
section. The rules and regulations shall be promulgated in accordance with the 
Uniform Administrative Procedures Act. 


History. 
Acts 2005, ch. 285, § 1. 
PART 4 
FINANCIAL VALUATIONS AND EXAMINATION OF 
COMPANIES 


56-1-401. Examination of companies by commissioner before granting 
of certificate to do business. 


Before granting certificates of authority to an insurance company to issue 
policies or make contracts of insurance, the commissioner shall be satisfied, by 
such examination and evidence as the commissioner sees fit to make and 
require, that the company is duly qualified under the laws of the state to 


transact business in the state. 


History. 
Acts 1895, ch. 160, § 4; Shan., § 3277; Code 
1932, § 6091; T.C.A. (orig. ed.), § 56-113. 


Cross-References. 
Fraternal benefit societies, examination by 
commissioner, § 56-25-604. 


Section to Section References. 
This part is referred to in §§ 50-6-405, 56-43- 
113. 


Sections 56-1-401 — 56-1-420 are referred to 
in §§ 56-13-1038, 56-13-109. 


Law Reviews. 

Legal Problems in the Organization and Op- 
eration of Group Health Plans (Horace R. Han- 
sen), 5 Vand. L. Rev. 14 (1951-1952). 


NOTES TO DECISIONS 


Analysis 


1. Certificate as Evidence. 
2. Effect of Acting Under Certificate. 
3. Relation to Other Laws. 


1. Certificate as Evidence. 

The certificate of the commissioner to the 
effect that a certain foreign insurance company 
had complied with the laws of the state, and 
was authorized to transact business in the 
state, was prima facie evidence that the com- 
pany was incorporated, and was admissible as 
evidence on behalf of the state against a person 
accused of an attempt to get money under false 
pretenses from it. Rafferty v. State, 91 Tenn. 
655, 16 S.W. 728, 1891 Tenn. LEXIS 108 (1891). 


2. Effect of Acting Under Certificate. 
A company having acted under a certificate 
would not be heard to deny its incorporation to 


escape liability. Rafferty v. State, 91 Tenn. 655, 
16 S.W. 728, 1891 Tenn. LEXIS 108 (1891). 


3. Relation to Other Laws. 

Title guaranty company which obtained li- 
cense from department to issue title insurance 
and which filed annual reports with depart- 
ment and submitted to examination by the 
department was not in the “insurance” busi- 
ness within meaning of capital stock tax ex- 
empting insurance companies where chief 
source of income was from rental of office build- 
ing. Commerce Title Guaranty Co. v. United 
States, 32 F. Supp. 73, 1940 U.S. Dist. LEXIS 
3284 (W.D. Tenn. 1940), affd, 121 F.2d 452, 
1941 U.S. App. LEXIS 3240 (6th Cir. 1941), 
aff'd, Commissioner v. Corning, 121 F.2d 452, 
1941 U.S. App. LEXIS 3242 (6th Cir. 1941), 
affd, Commissioner v. Corning, 121 F.2d 452, 
1941 U.S. App. LEXIS 3243 (6th Cir. 1941), 
affd, Commerce Title Guaranty Co. v. United 
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States, 121 F.2d 452, 1941 U.S. App. LEXIS 
3240 (6th Cir. 1941), cert. denied, 314 U.S. 657, 
62 S. Ct. 110, 86 L. Ed. 526, 1941 U.S. LEXIS 
499 (1941), cert. denied, Commerce Title Guar- 


Collateral References. 
Insurance agent’s license, statutory provision 
for cancellation or suspension or refusal to 


56-1-402. [Repealed.] 


History. 

Acts 1895, ch. 160, § 8; Shan., § 3288; Code 
1932, § 6103; Acts 1945, ch. 56, § 1; C. Supp. 
1950, § 6103; Acts 1963, ch. 140, §§ 1, 2; T.C.A. 
(orig. ed.), § 56-114; Acts 1995, ch. 363, § 1; 
repealed by Acts 2013, ch. 260, § 1, effective 
July 1, 2013. 


56-1-403. [Repealed.] 


History. 

Acts 1895, ch. 160, § 8; Shan., § 3289; Code 
1932, § 6104; Acts 1945, ch. 56, § 2; C. Supp. 
1950, § 6104; Acts 1961, ch. 37, § 1; 1963, ch. 
140, § 3; 1973, ch. 208, §§ 1-3; 1976, ch. 430, 
§ 2; 1978, ch. 591, § 1; T.C.A. (orig. ed.), § 56- 


56-1-405 


anty Co. v. United States, 314 U.S. 657, 62 S. 
Ct. 110, 86 L. Ed. 526, 1941 U.S. LEXIS 499 
(1941). 


renew as involving unconstitutional delegation 
of legislative power to insurance commissioner. 
154 A.L.R. 1148. 


Compiler’s Notes. 

Former § 56-1-402 concerned annual valua- 
tion of life policies, reserve liabilities and annu- 
ity and endowment contracts. 


115; Acts 1982, ch. 660, § 2; repealed by Acts 
20138, ch. 260, § 1, effective July 1, 2013. 


Compiler’s Notes. 
Former § 56-1-403 concerned standard valu- 
ation law. 


56-1-404. Determination of liability upon contracts of insurance on 
policies other than life for reinsurance. 


To determine the liability upon the contracts of insurance for insurance 
companies doing business in this state, foreign and domestic, other than life, 
the commissioner shall require the companies to charge, as the liability for 
reinsurance of outstanding policies, fifty percent (50%) of the premiums 
received on policies or risks having not more than one (1) year to run, and a pro 
rata of all premiums received on policies or risks having more than one (1) year 
to run. 


Section to Section References. 

Sections 56-1-402 — 56-1-405 are referred to 
in §§ 56-1-102, 56-2-407. 

Sections 56-1-401 — 56-1-420 are referred to 
in §§ 56-13-1038, 56-13-109. 


History. 

Acts 1895, ch. 160, § 8; 1897, ch. 37, § 1; 
Shan., § 3290; Code 1932, § 6105; Acts 1947, 
ch. 173, § 1; C. Supp. 1950, § 6105; T.C.A. 
(orig. ed.), § 56-116. 


Cross-References. 
Reinsurance contracts, §§ 56-2-207 — 56-2- 
209. 


56-1-405. Assets allowable as credits in account of financial condition. 


The commissioner shall allow to the credit of an insurance company in the 
account of its financial condition only the assets that are or can be made 
available for the payment of losses in the state, but may credit any deposits of 
funds of the company set apart as security for a particular liability, or any 
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deposits of funds of the company that are deposited for the purpose of meeting 
the requirements for doing business in another state or commonwealth. The 
commissioner may, in the commissioner’s discretion, disallow stockholders’ 
obligations of any description as part of the assets or capital of any insurance 
company, unless secured by competent collateral. 


History. Sections 56-1-401 — 56-1-420 are referred to 
Acts 1895, ch. 160, § 8; Shan., § 3291; Code in §§ 56-13-103, 56-13-109. 

1932, § 6106; modified; T.C.A. (orig. ed.), § 56- This section is referred to in §§ 56-2-210, 

117; Acts 1998, ch. 678, § 1. 56-3-115. 


Section to Section References. 
Sections 56-1-402 — 56-1-405 are referred to 
in §§ 56-1-102, 56-2-407. 


56-1-406. Commissioner is custodian of collateral deposited. 


The commissioner shall be the custodian of all collateral in the form of stock 
certificates, bonds, debentures, notes and other evidences of indebtedness 
deposited or pledged with the commissioner under any existing law, and it 
shall be the commissioner’s official duty safely to keep, surrender and account 
for the collateral deposited as provided by law, and for the safekeeping of that 
collateral both the commissioner and the sureties on the commissioner’s official 
bond are liable. 


History. Section to Section References. 

Acts 1937, ch. 208, § 1; C. Supp. 1950, Sections 56-1-401 — 56-1-420 are referred to 
§ 6088.1; impl. am. Acts 1971, ch. 187, § 2; in §§ 56-13-103, 56-13-109. 
T.C.A. (orig. ed.), § 56-118. 


56-1-407. Valuation of bonds held by insurance companies — Basis. 


(a) All bonds or other evidences of debt having a fixed term and rate held by 
any life insurance company, assessment life association, or fraternal benefi- 
ciary association, authorized to do business in this state, may, if amply secured 
and not in default as to principal and interest, be valued as follows: 

(1) If purchased at par, at par value; or 

(2) If purchased above or below par, on the basis of the purchase price 
adjusted so as to bring the value to par at maturity and so as to yield in the 
meantime the effective rate of interest at which the purchase was made. 

(b) The purchase shall in no case be taken at a higher figure than the actual 
market value at the time of purchase. 

(c) The commissioner shall have full discretion in determining the method of 
calculating values according to subsection (a). 


History. Section to Section References. 

Acts 1921," ’eh)' 128) "§ ‘1; Shan: “Supp: Sections 56-1-401 — 56-1-420 are referred to 
§ 3281a1; Code 1932, § 6096; T.C.A. (orig.ed.), in §§ 56-13-103, 56-13-109. 
§ 56-119. 


56-1-408. Examination of insurance companies — Frequency. 


As often as once in five (5) years, the commissioner shall, personally or by a 
deputy or some competent person appointed by the commissioner for that 
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purpose, visit each insurance company licensed in this state and examine its 
affairs, especially as to its financial condition and ability to fulfill its obliga- 


tions, and whether it has complied with the law. 


History. 

Acts 1895, ch. 160, § 4; Shan., § 3278; Code 
1932, § 6092; T.C.A. (orig. ed.), § 56-120; Acts 
1983, ch. 85, § 1; 1993, ch. 253, § 1. 


Section to Section References. 
Sections 56-1-401 — 56-1-420 are referred to 
in §§ 56-13-103, 56-13-109. 


This section is referred to in §§ 56-2-210, 
56-8-104. 


Law Reviews. 

Selected Tennessee Legislation of 1983 (N. L. 
Resener, J. A. Whitson, K. J. Miller), 50 Tenn. 
L. Rev. 785 (1983). 


NOTES TO DECISIONS 


1. Relation to Other Laws. 

Title guaranty company which obtained li- 
cense from state insurance department to issue 
title insurance and which filed annual reports 
with department and submitted to examina- 
tions by the department was not in the “insur- 
ance” business within meaning of capital stock 
tax exempting insurance companies where 
chief source of income was from rental of office 
building. Commerce Title Guaranty Co. v. 
United States, 32 F. Supp. 73, 1940 U.S. Dist. 
LEXIS 3284 (W.D. Tenn. 1940), affd, 121 F.2d 
452, 1941 U.S. App. LEXIS 3240 (6th Cir. 


1941), affd, Commissioner v. Corning, 121 F.2d 
452, 1941 U.S. App. LEXIS 3242 (6th Cir. 
1941), affd, Commissioner v. Corning, 121 F.2d 
452, 1941 U.S. App. LEXIS 3243 (6th Cir. 
1941), affd, Commerce Title Guaranty Co. v. 
United States, 121 F.2d 452, 1941 U.S. App. 
LEXIS 3240 (6th Cir. 1941), cert. denied, 314 
U.S. 657, 62 S. Ct. 110, 86 L. Ed. 526, 1941 U.S. 
LEXIS 499 (1941), cert. denied, Commerce Title 
Guaranty Co. v. United States, 314 U.S. 657, 62 
S. Ct. 110, 86 L. Ed. 526, 1941 U.S. LEXIS 499 
(1941). 


56-1-409. Examination when deemed prudent or requested. 


(a) The commissioner shall also make an examination of each insurance 
company licensed in this state whenever the commissioner deems it prudent to 
do so, or upon the request of five (5) or more of the stockholders or persons 
pecuniarily interested in the company, who shall make affidavit of their belief, 
with specifications of their reasons for the belief, that the company is in an 
unsound condition. 

(b) For the purpose of ascertaining financial condition or legality of conduct, 
the commissioner may, for good cause, make an investigation and examination, 
independent of any other examination of an insurer or proposed insurer, of any 
accounts, records, files, documents, and transactions pertaining to the busi- 
ness of insurance. The investigatory and examination authority shall extend 
to: 

(1) Any insurance agency, agent, general agent, surplus lines agent, 
insurance representative, or any person holding out to be an insurance 
agency, agent, general agent, surplus lines agent, or insurance 
representative; 

(2) Any person having a contract under which that person enjoys by terms 
or in fact the exclusive or dominant right to manage or control an insurer; 

(3) Any corporation, association, or person engaged in the business of 
adjusting losses, financing premiums, or furnishing insurance services in 
the form of administrative services only to self-insured groups; 

(4) Any other individual, corporation, association, partnership, reciprocal 
exchange, interinsurer, Lloyds insurer, fraternal benefit society, and any 
other legal entity engaged in the business of insurance; and 
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(5) Any employer that self-insures its workers’ compensation liabilities 
pursuant to § 50-6-405(b) or a group of employers qualifying as self-insurers 


pursuant to § 50-6-405(c). 


History. 

Acts 1895, ch. 160, § 4; Shan., § 3279; Code 
1932, § 6093; Acts 1978, ch. 647, § 1; T.C.A. 
(orig. ed.), § 56-121; Acts 2004, ch. 962, § 38. 


Compiler’s Notes. 

Acts 2004, ch. 962, § 42 provided that: (a) 
The general assembly recognizes that signifi- 
cant cost savings will result from the imple- 
mentation of this bill. It is in the best interest of 
the citizens of Tennessee that the cost savings 
be passed to the entities that have paid faith- 
fully workers’ compensation premiums in order 
to ensure the economic well-being of their em- 
ployees. It is the intent and purpose of the 
general assembly that workers’ compensation 
premiums be adjusted downward within fifteen 
(15) months of July 1, 2004, to reflect the cost 


savings resulting from the provisions of the act. 
If a workers’ compensation policy is subject to 
renewal during the fifteen (15) month period, 
adjustments to the policy may be made at that 
time. 

(b) It is the intent of the general assembly 
that the savings of the act shall routinely be 
reflected in future filings through the advisory 
prospective loss cost filing system, pursuant to 
§§ 56-5-306(b) and 50-6-402. Nothing in this 
section shall be construed as amending or af- 
fecting the procedures for filing and approval of 
rates set forth in title 56, chapter 5. 


Section to Section References. 

Sections 56-1-401 — 56-1-420 are referred to 
in §§ 56-13-103, 56-13-109. 

This section is referred to in § 56-2-210. 


56-1-410. Examination of foreign companies. 


(a) When the commissioner or the commissioner’s deputy deems it prudent 
for the protection of policyholders in this state, the commissioner shall in like 
manner, visit and examine, or cause to be visited and examined by some 
competent person or persons the commissioner may appoint for that purpose, 
any foreign insurance company applying for admission to do business in this 
state. 

(b) In lieu of an examination under this section of any foreign or alien 
insurer licensed in this state, the commissioner may accept an examination 
report on the company as prepared by the department of insurance for the 
company’s state of domicile or port-of-entry state until January 1, 1994. 
Thereafter, these reports may only be accepted if: 

(1) The department of insurance was at the time of the examination 
accredited under the National Association of Insurance Commissioners, 
Financial Regulation Standards and Accreditation Program; or 

(2) The examination is performed: 

(A) Under the supervision of a department of insurance so accredited; 

or 

(B) With the participation of one (1) or more examiners who are 

employed by such an accredited state department of insurance and who, 

after a review of the examination work papers and report, state under oath 

that the examination was performed in a manner consistent with the 
standards and procedures required by their department of insurance. 


Section to Section References. 
Sections 56-1-401 — 56-1-420 are referred to 
in §§ 56-13-103, 56-13-109. 


History. 

Acts 1895, ch. 160, § 4; Shan., § 3280; Code 
1932, § 6094; T.C.A. (orig. ed.), § 56-122; Acts 
1993, ch. 253, §§ 2, 3. 
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56-1-411. Extent of examination — Report — Hearing — Order — 
Penalty — Confidentiality of records. 


(a) In the course of the examination, the commissioner, the commissioner’s 
deputy, or the person appointed by the commissioner for the purpose of making 
the examination may examine: 

(1) Any insurance company transacting, or being organized to transact, 
business in this state; 

(2) Any corporation, association, or person engaged in or proposing to be 
engaged in the organization, promotion or solicitation of shares or capital 
contributions to, or aiding in the formation of, an insurance company; 

(3) As an incident to the examination of the insurance company itself, any 
corporation, association, or person holding shares of capital stock of an 
insurance company for the purpose of controlling the management of the 
insurance company as voting trustee or otherwise; 

(4) As an incident to the examination of the insurance company itself, any 
corporation, association, or person having a contract, written or oral, 
pertaining to the management or control of an insurance company as general 
agent, managing agent or attorney-in-fact; 

(5) As an incident to the examination of the insurance company itself, any 
corporation, association, or person that has substantial control, directly or 
indirectly, over any insurance company doing business in this state whether 
by ownership of its stock or otherwise, or any corporation, association, or 
person owning stock in any such insurance company, which stock constitutes 
a substantial proportion of the stock of the insurance company; 

(6) Any subsidiary or affiliate of any insurance company doing business in 
this state; 

(7) Any licensed agent, broker or solicitor or any corporation, association, 
or person making application for a license as an agent, broker or solicitor; 
and 

(8) Any corporation, association, or person engaged in the business of 

adjusting losses or financing premiums. 
(b)(1) Every company, corporation, association, or person being examined, 
its officers, directors and agents, shall provide to the commissioner, the 
commissioner’s deputy, or the person appointed by the commissioner for the 
purpose of the examination, convenient and free access at its office to all 
books, records, securities, documents and any and all papers relating to the 
property, assets, business and affairs of the company. The officers, directors 
and agents of the company, corporation, association or person shall facilitate 
the examination and aid in the examination so far as it is in their power to 
do so. 

(2) The commissioner, the commissioner’s deputy, or the person appointed 
by the commissioner for the purpose of the examination, has the power to: 

(A) Administer oaths and to examine under oath any person relative to 
the business of the company; and 

(B) Appraise or cause to be appraised by competent appraisers ap- 
pointed by the commissioner or such other person all property in which the 
company has or claims an interest or that is security in any form for the 
payment of any debt or obligation to the company. 
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(c)(1) The commissioner, the commissioner’s deputy, or the person appointed 
by the commissioner for the purpose of the examination, shall make a full 
and true report of the examination, which shall comprise only facts ascer- 
tained from the books, papers, records, securities or documents or other 
evidence obtained by investigation and examined by them or ascertained 
from the testimony of officers or agents or other persons examined under 
oath concerning the business, affairs, assets and obligations of the company. 
The report of examination shall be verified by the oath of the examiner in 
charge of the examination and shall be prima facie evidence in any action or 
proceeding in the name of the state against the company, its officers or 
agents upon the facts stated in the report. 

(2) In the conduct of an examination, the criteria as set forth in the 

Examiners Handbook adopted by the National Association of Insurance 
Commissioners and the National Association of Insurance Commissioners 
Accounting Practices and Procedures Manuals that were in effect when the 
commissioner exercised discretion to make an examination under or to take 
other action permitted by this chapter shall be used. The commissioner may 
also employ other guidelines or procedures the commissioner deems appro- 
priate. 
(d)(1) No later than sixty (60) days following completion of the examination, 
the examiner in charge shall file with the department a verified written 
report of examination under oath. Upon receipt of the verified report, the 
department shall transmit the report to the company examined, together 
with a notice that affords the company examined a reasonable opportunity of 
not more than thirty (30) days to make a written submission or rebuttal with 
respect to any matters contained in the examination report. 

(2) Within thirty (30) days of the end of the period allowed for the receipt 
of written submissions or rebuttals, the commissioner shall fully consider 
and review the report, together with any written submissions or rebuttals 
and any relevant portions of the examiner’s work papers and enter an order: 

(A) Adopting the examination report as filed or with modification or 
corrections. If the examination report reveals that the company is operat- 
ing in violation of any law, regulation or prior order of the commissioner, 
the commissioner may order the company to take any action the commis- 
sioner considers necessary and appropriate to cure the violation; 

(B) Rejecting the examination report with directions to the examiners 
to reopen the examination for purposes of obtaining additional data, 
documentation or information, and refiling pursuant to subdivision (c)(2); 
or 

(C) Calling for an investigatory hearing with no less than twenty (20) 
days’ notice to the company for purposes of obtaining additional documen- 
tation, data, information and testimony. 

(3) If the examination reveals that the company is operating in violation 
of any law, regulation or prior order, the commissioner, in the written order, 
may require the company to take any action the commissioner considers 
necessary or appropriate in accordance with the report of examination or the 
hearing, if any, on the report. That order shall be subject to judicial review 
in accordance with title 27, chapter 9. 


See 
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(4) Nothing contained in this chapter shall prevent or be construed as 
prohibiting the commissioner from disclosing the content of an examination 
report, preliminary examination report or results, or any matter relating to 
the reports or results, to the department of insurance of this or any other 
state or country, or to law enforcement officials of this or any other state or 
agency of the federal government at any time, so long as the agency or office 
receiving the report or matters relating to the reports agrees in writing to 
hold it confidential and in a manner consistent with this section. 

(e) Any company, corporation, or association that, or person who, violates or 
aids and abets any violation of a written order issued pursuant to this section 
shall be punished by a fine of not more than five thousand dollars ($5,000), 
which shall be sued for and recovered pursuant to § 56-1-802. 

(f) All working papers, recorded information, documents and copies of 
working papers, recorded information and documents produced by, obtained by 
or disclosed to the commissioner or any other person in the course of an 
examination made under this chapter must be given confidential treatment 
and may not be made public by the commissioner or any other person, except 
to the extent provided in subsection (d). Access may also be granted to the 
National Association of Insurance Commissioners. The parties must agree in 
writing prior to receiving the information to provide to it the same confidential 
treatment as required by this section, unless the prior written consent of the 
company to which it pertains has been obtained. 


History. Section to Section References. 

Acts 1895, ch. 160, § 4; Shan., § 3281; Code Sections 56-1-401 — 56-1-420 are referred to 
1932, § 6095; Acts 1968, ch. 463, § 1; T.C.A. in §§ 56-13-103, 56-13-109. 
(orig. ed.), § 56-123; Acts 1993, ch. 253, §§ 4-6; This section is referred to in §§ 56-1-917, 
1996, ch. 750, § 15. 56-22-115, 56-49-114, 56-52-107. 


Cross-References. 
Confidentiality of public records, § 10-7-504. 


56-1-412. Failure to testify before commissioner — Obstruction of 
examination — Penalty. 


Whoever, without justifiable cause, neglects, upon due summons, to appear 
and testify before the commissioner, the commissioner’s deputy, or person 
appointed by the commissioner as provided, and whoever obstructs the 
commissioner, the commissioner’s deputy or examiner in examining insurance 
companies commits a Class C misdemeanor. 


History. Section to Section References. 

Acts 1895, ch. 160, § 35; Shan., § 3320; Code Sections 56-1-401 — 56-1-420 are referred to 
1932, § 6149; T.C.A. (orig. ed.), § 56-124; Acts in §§ 56-13-103, 56-13-109. 
1989, ch. 591, § 113. 


Cross-References. 
Penalty for Class C misdemeanor, § 40-35- 
111. 


56-1-413. Expenses of examination — Payment by company examined. 


(a)(1) Any insurance company authorized to do business in this state and 
examined under the law shall pay the proper charges incurred in the 
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examination, including the expenses of the commissioner or the commission- 
er’s deputy, and the expenses and compensation of the commissioner’s 
assistants employed in the examination. 

(2) The compensation of the experts, actuaries and examiners designated 
by the commissioner for examining the books or business of insurance 
companies doing business in this state shall be fixed by the commissioner at 

a reasonable amount commensurate with usual compensation for like 

services. 

(b) All persons engaging, assisting or making the required examination 
under this chapter shall be regular state employees, and their entire expenses 
and compensation shall be paid only by the state as now provided for by law. 
Notwithstanding this subsection (b), the commissioner may contract, in 
accordance with applicable state contracting procedures, for qualified actuar- 
ies and financial examiners the commissioner deems necessary due to the 
unavailability of qualified regular state employees to conduct a particular 
examination; provided, that, with respect to financial examinations, the 
compensation and per diem allowances paid to the persons shall not exceed one 
hundred fifty percent (150%) of the compensation and per diem allowances set 
forth in the guidelines adopted by the National Association of Insurance 
Commissioners, unless the commissioner determines that a higher compensa- 
tion rate is necessary, and the insurance company being examined agrees to 
pay a compensation rate that might exceed these allowances. 

(c) The full cost of the examination fixed by the commissioner shall be paid 
into the department for its use and benefit in meeting the expenses and 
compensation for the persons engaged in the examinations. 


History. Cross-References. 


Acts 1895, ch. 160, § 4; Shan., § 3282; Acts 
1921, ch. 30, § 1; Code 1932, § 6097; Acts 1951, 
ch. 103, § 1; 1965, ch. 263, § 1; impl. am. Acts 
1971, ch. 187, § 2; T.C.A. (orig. ed.), § 56-125; 


Insurance fee reciprocity of treatment provi- 
sions inapplicable, § 56-4-218. 


Section to Section References. 


Acts 1991, ch. 142, § 9; 2000, ch. 642, § 1; 
2005, ch. 251, § 1. 


This section is referred to in §§ 56-4-218, 
56-5-115, 56-6-404, 56-7-109, 56-13-103. 


Section to Section References. 
Sections 56-1-401 — 56-1-420 are referred to 
in §§ 56-13-103, 56-13-109. 


56-1-414. Impairment of capital stock of domestic insurance company. 


When it appears to the commissioner that the capital stock of a domestic 
insurance company is impaired to the extent of twenty percent (20%) or more, 
the commissioner shall notify the company that its capital is legally subject to 
be made good; and, if the company does not, within sixty (60) days after the 
notice, satisfy the commissioner that it has fully repaired its capital, or 
reduced its capital as provided by law, the commissioner shall institute 
proceedings against it. 


Section to Section References. 
Sections 56-1-401 — 56-1-420 are referred to 
in §§ 56-13-1038, 56-13-109. 


History. 
Acts 1895, ch. 160, § 6; Shan., § 3286; Code 
1932, § 6101; T.C.A. (orig. ed.), § 56-126. 
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56-1-415. Issuance of policies by domestic life insurance companies 
forbidden when assets are insufficient. 


When the actual funds of a domestic life insurance company, exclusive of its 
capital, are not of a net cash value equal to its liabilities, including the net 
value of its policies, computed by the rule of valuation established by part 9 of 
this chapter, the commissioner shall notify the company and its agents to issue 
no new policies until its funds become equal to its liabilities. 


History. 
Acts 1895, ch. 160, § 7; Shan., § 3287; Code 
1932, § 6102; T.C.A. (orig. ed.), § 56-127; Acts 


Section to Section References. 
Sections 56-1-401 — 56-1-420 are referred to 
in §§ 56-13-103, 56-13-109. 


2013, ch. 260, § 2. 


56-1-416. Revocation or suspension of certificate of authority. 


(a) The commissioner shall revoke or suspend all certificates of authority 
granted to the company or its agents and cause notice of revocation or 
suspension to be published in one (1) or more newspapers of general circula- 
tion, if the commissioner is of the opinion, upon examination or other evidence, 
that: 

(1) A foreign insurance company is: 
(A) In an unsound condition; or 
(B) Ifa life insurance company, has actual funds, exclusive of its capital, 
less than its liabilities; or 
(2) A foreign insurance company has: 
(A) Failed to comply with the law; or 
(B) Its officers or agents have: 
(i) Refused to submit to examination; 
(ii) Refused to perform any legal obligations in relation to examina- 
tions; or 
(iii) Failed to pay any final judgment against the company recovered 
by a Tennessee citizen. 

(b) No new business shall be done by a company or its agents under 
suspension or revocation while the default or disability continues, nor until its 
authority to do business is restored by the commissioner. 


History. 
Acts 1895, ch. 160, § 5; Shan., § 3283; Code 
1932, § 6098; T.C.A. (orig. ed.), § 56-128. 


Cross-References. 

Foreign fire, fire marine, or marine insurance 
company, § 56-2-410. 

Foreign fraternal benefit society, revocation 
of license, § 56-25-607. 


Life insurance companies, terms of policies 
misleading misrepresentation, §§ 56-7-305, 56- 
7-306, 56-7-2310. 

Revocation of authority of foreign companies, 
§ 56-2-407. 


Section to Section References. 
Sections 56-1-401 — 56-1-420 are referred to 
in §§ 56-13-103, 56-13-109. 


56-1-417 
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NOTES TO DECISIONS 


Analysis 


1. Exercise of Discretion by Commissioner. 
2. Revocation of License. 


1. Exercise of Discretion by Commis- 
sioner. 

The powers conferred by statute upon the 
commissioner, in granting, refusing, and revok- 
ing licenses, are discretionary and judicial, and 
his decision of any question that lies within the 
scope of his authority is final and conclusive 
and will not be reviewed by the courts; but his 
determination that any matter lies within the 
scope of his statutory authority is subject to 
review by the courts, and, when erroneous, will 
be vacated or arrested. North British & Mer- 
cantile Co. v. Craig, 106 Tenn. 621, 62 S.W. 155, 
1900 Tenn. LEXIS 197 (1901); State ex rel. 
Cates v. Standard Oil Co., 120 Tenn. 86, 110 
S.W. 565, 1907 Tenn. LEXIS 41 (1907), affd, 
Standard Oil Co. v. Tennessee, 217 U.S. 413, 30 


Collateral References. 

Insurance agent’s license, statutory provision 
for cancellation or suspension or refusal to 
renew as involving unconstitutional delegation 
of legislative power to insurance commissioner. 
154 A.L.R. 1148. 

Statute relating to closing of bank and as- 
sessment of stockholders as subject to constitu- 


S. Ct. 543, 54 L. Ed. 817, 1910 U.S. LEXIS 1967 
(1910), affd, Standard Oil Co. v. Tennessee, 217 
U.S. 413, 30S. Ct. 543, 54 L. Ed. 817, 1910 U.S. 
LEXIS 1967 (1910). 


2. Revocation of License. 

Authority to revoke the license of a foreign 
insurance company for its violation of or non- 
compliance with “the law,” or “any provision of 
law obligatory upon it,” gives right to revoca- 
tion not only for its violation of or noncompli- 
ance with the requirements of the particular 
statute in which such terms are used, but also 
for its violation of or noncompliance with the 
requirements of all the statutes applicable to 
such companies, and the broader obligations of 
the common law that go to the general integrity 
of their business and affect all policyholders in 
the same way. North British & Mercantile Co. 
v. Craig, 106 Tenn. 621, 62 S.W. 155, 1900 Tenn. 
LEXIS 197 (1901). 


tional objection of conferring judicial power 
upon administrative or executive officers. 78 
A.L.R. 774. 

Validity of statute or ordinance vesting dis- 
cretion in public officials without prescribing a 
rule of action. 12 A.L.R. 1435, 54 A.L.R. 1104, 
92 A.L.R. 400. 


56-1-417. Notice required for revocation or suspension of certificate of 
authority. 


Unless the ground for revocation or suspension relates only to the financial 
condition or soundness of the company or to a deficiency in its assets, the 
commissioner shall notify the company no less than ten (10) days before 
revoking its authority to do business in this state, and the commissioner shall 
specify in the notice the particulars of the supposed violation. 


Section to Section References. 
Sections 56-1-401 — 56-1-420 are referred to 
in §§ 56-13-103, 56-13-109. 


History. 
Acts 1895, ch. 160, § 5; Shan., § 3284; Code 
1932, § 6099; T.C.A. (orig. ed.), § 56-129. 


56-1-418. Calculation of disability benefit reserves. 


The commissioner shall annually cause to be made, or require the insurer to 
make, calculations of policy and claim reserves for accident and health policies 
providing disability benefits as defined in § 56-2-201 on the basis of regula- 
tions the commissioner prescribes from time to time regarding minimum 
reserve standards and tables of mortality, morbidity, interest or other contin- 
gencies to be used to compute the reserves. From July 1, 1995, until the date 
of promulgation of rules and regulations, all calculations with respect to policy 
and claim reserves for accident and health policies providing disability benefits 


33 DEPARTMENT OF COMMERCE AND INSURANCE 56-1-419 


shall be made at a rate of interest not exceeding four and one half percent 
(4.5%) per annum. 


History. Section to Section References. 
Acts 1976, ch. 507, § 1; T.C.A., § 56-144; Sections 56-1-401 — 56-1-420 are referred to 
Acts 1995, ch. 363, § 17. in §§ 56-13-103, 56-13-109. 


56-1-419. Statement of actuarial opinion — Summary — Report and 
work papers — Liability for errors and omissions. 


(a) Statement of Actuarial Opinion. On or before March 1, 2012, and 
annually every year thereafter, every property and casualty insurance com- 
pany doing business in this state, unless otherwise exempted by the domicili- 
ary commissioner, shall submit the opinion of an appointed actuary entitled 
“Statement of Actuarial Opinion”. This opinion shall be filed with the appro- 
priate National Association of Insurance Commissioners (NAIC) property and 
casualty annual statement instructions and shall cover the activity of the prior 
calendar year. 

(b) Actuarial Opinion Summary. 

(1) Every property and casualty insurance company domiciled in this 
state that is required to submit a statement of actuarial opinion shall 
annually submit an actuarial opinion summary, written by the company’s 
appointed actuary. This actuarial opinion summary shall be filed in accor- 
dance with the appropriate NAIC property and casualty annual statement 
instructions and shall be considered as a document supporting the actuarial 
opinion required in subsection (a). 

(2) A company licensed but not domiciled in this state shall provide the 
actuarial opinion summary upon request. 

(c) Actuarial Report and Work Papers. 

(1) An actuarial report and underlying work papers as required by the 
appropriate NAIC property and casualty annual statement instructions 
shall be prepared to support each actuarial opinion. 

(2) If the insurance company fails to provide a supporting actuarial report 
and/or work papers at the request of the commissioner or the commissioner 
determines that the supporting actuarial report or work papers provided by 
the insurance company is otherwise unacceptable to the commissioner, the 
commissioner may engage a qualified actuary at the expense of the company 
to review the opinion and the basis for the opinion and prepare the 
supporting actuarial report or work papers. 

(d) The appointed actuary shall not be liable for damages to any person, 
other than the insurance company and the commissioner, for any act, error, 
omission, decision or conduct with respect to the actuary’s opinion, except in 
cases of fraud or willful misconduct on the part of the appointed actuary. 


History. Section to Section References. 
Acts 2010, ch. 892, § 2. Sections 56-1-401 — 56-1-420 are referred to 
in §§ 56-13-103, 56-13-109. 


Compiler’s Notes. This section is referred to in § 56-1-420. 


Acts 2010, ch. 892, § 1 provided that the act 
shall be known and may be cited as the “Prop- 
erty and Casualty Actuarial Opinion Law.” 
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56-1-420. Statement of actuarial opinion provided with annual state- 
ment and treated as public document — Materials pro- 
vided in support of opinion that are confidential and 
privileged — Release of documents — Testimony — Powers 
of commissioner — Waiver of privilege or confidentiality. 


(a) The statement of actuarial opinion, submitted pursuant to § 56-1-419, 
shall be provided with the annual statement in accordance with the appropri- 
ate National Association of Insurance Commissioners (NAIC) property and 
casualty annual statement instructions and shall be treated as a public 
document. 

(b)(1) Notwithstanding § 10-7-503 or any other law to the contrary, docu- 
ments, materials or other information in the possession or control of the 
department of commerce and insurance that are considered an actuarial 
report, work papers or actuarial opinion summary provided in support of the 
opinion, and any other material provided by the company to the commis- 
sioner in connection with the actuarial report, work papers or actuarial 
opinion summary, shall be confidential by law and privileged, shall not be 
subject to open records requests or sunshine laws, shall not be subject to 
subpoena, and shall not be subject to discovery or admissible in evidence in 
any private civil action. 

(2) This subsection (b) shall not be construed to limit the commissioner’s 
authority to release the documents to the Actuarial Board for Counseling 
and Discipline (ABCD) so long as the material is required for the purpose of 
professional disciplinary proceedings and that the ABCD establishes proce- 
dures satisfactory to the commissioner for preserving the confidentiality of 
the documents, nor shall this section be construed to limit the commission- 
ers authority to use the documents, materials or other information in 
furtherance of any regulatory or legal action brought as part of the 
commissioner’s official duties. 

(c) Neither the commissioner nor any person who received documents, 
materials or other information while acting under the authority of the 
commissioner shall be permitted or required to testify in any private civil 
action concerning any confidential documents, materials or information sub- 
ject to subsection (b). 

(d) In order to assist in the performance of the commissioner’s duties, the 
commissioner: 

(1) May share documents, materials or other information, including the 
confidential and privileged documents, materials or information subject to 
subsection (b) with other state, federal and international regulatory agen- 
cies, with NAIC and its affiliates and subsidiaries, and with state, federal 
and international law enforcement authorities, provided that the recipient 
agrees to maintain the confidentiality and privileged status of the document, 
material or other information and has the legal authority to maintain 
confidentiality; 

(2) May receive documents, materials or information, including otherwise 
confidential and privileged documents, materials or information, from NAIC 
and its affiliates and subsidiaries, and from regulatory and law enforcement 
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officials of other foreign or domestic jurisdictions, and shall maintain as 

confidential or privileged any document, material or information received 

with notice or the understanding that it is confidential or privileged under 
the laws of the jurisdiction that is the source of the document, material or 
information; and 

(3) May enter into agreements governing sharing and use of information 

consistent with subsections (b)-(d). 

(e) No waiver of any applicable privilege or claim of confidentiality in the 
documents, materials or information shall occur as a result of disclosure to the 
commissioner under this section or as a result of sharing as authorized in 
subsection (d). 


History. Cross-References. 
Acts 2010, ch. 892, § 4. Confidentiality of public records, § 10-7-504. 
Compiler’s Notes. Section to Section References. 


Acts 2010, ch. 892, § 1 provided that the act Sections 56-1-401 — 56-1-420 are referred to 
shall be known and may be cited as the “Prop-__ jn §§ 56-13-103, 56-13-109. 
erty and Casualty Actuarial Opinion Law.” 


PART 5 
ANNUAL STATEMENTS 


56-1-501. Annual statements to commissioner — Form and contents — 
Promulgation of rules by commissioner. 


(a) Upon request, the commissioner shall in December each year furnish to 
domestic insurance companies two (2) blanks in the form adopted by rule for 
their annual statement. 

(b) All companies authorized to do business under chapters 2, 14-16, 18-21, 
23, 24, 26-31 and 35 of this title shall annually, on or before March 1, file in the 
office of the commissioner an annual statement in the form adopted for use by 
companies, by class of business authorized, which statement shall exhibit its 
financial condition on December 31 of the previous year, and its business of 
that year, which statement shall be completed and filed in accordance with 
annual statement instructions established by the commissioner. 

(c) The assets and liabilities shall be computed and allowed in the statement 
in accordance with this chapter and chapters 2, 3, 14-16, 18-21, 23, 24, 26-31 
and 35 of this title, as applicable to the company making the filing. 

(d) The commissioner is authorized to promulgate rules to require that the 
statement contains the opinion by a qualified actuary or loss reserve specialist 
on all policy claim reserves, and loss adjustment expense reserves for all 
insurers on an annual basis. The rules and regulations shall be promulgated in 
accordance with the Uniform Administrative Procedures Act, compiled in title 
4, chapter 5. 

(e) The statement shall be subscribed and sworn to by the president and 
secretary, or in their absence, by two (2) of the company’s principal officers. 

(f) The annual statement of a company of a foreign country shall embrace 
only its business and condition in the United States, and shall be subscribed 
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and sworn to by its resident manager or principal representative in charge of 
its United States business. 

(g) Financial statements or information required by this part shall be 
prepared in accordance with the National Association of Insurance Commis- 
sioners Accounting Practices and Procedures Manual in effect for the period 
covered by the report. 

(h)(1) The commissioner is authorized to promulgate rules to require that 

all companies authorized to do business in this state file audited financial 

reports by independent certified public accountants annually, on or before 

June 1 for the year ended December 31 immediately preceding. 

(2) Any determination by the independent certified public accountant that 
an insurer has materially misstated its financial condition as reported to the 
commissioner, or that an insurer does not meet the minimum capital and 
surplus requirements of this title, shall be reported as set out in the rules 
promulgated pursuant to this section. No independent certified public 
accountant shall be liable in any manner to any person for any statement 
made in connection with this report of adverse financial condition if such 
statement is made in good faith in compliance with this section and the rules 
promulgated pursuant to this section. 

(i) The commissioner is authorized to promulgate by rule the manner in 
which filing of annual statements and payment of annual filing fees may be 
filed with the commissioner. The rules may include the acceptance of electronic 
filings and electronic payments. The commissioner is also authorized to 
promulgate rules that provide for a convenience fee to cover the cost of 
accepting electronic filings and electronic payments. Any fee set by rule under 
the authority of this subsection (i) may be assessed in addition to the fee or fees 
assessed for the cost of accepting filings or payments. In no event shall the 
convenience fee exceed the actual costs incurred by the department in 
accepting electronic filings or electronic payments. 


Cross-References. 
Fraternal benefit societies, § 56-25-202. 
Report to commissioner of revenue upon ap- 
proval of proof of death, § 67-8-424. 


History. 

Acts 1895, ch. 160, § 16; Shan., § 3299; Acts 
1925, ch. 21, § 1; Code 1932, § 6115; T:C.A. 
(orig. ed.), § 56-131; Acts 1983, ch. 72, § 1; 
1991, ch. 142, § 3; 1998, ch. 253, §§ 7, 23, 24; 
1995, ch. 363, § 8; 2006, ch. 1018, § 1; 2010, ch. 
892, § 5. 


Compiler’s Notes. 
Acts 2006, ch. 1018, § 6 provided that the 
commissioner is authorized to promulgate rules 


Section to Section References. 

This section is referred to in §§ 56-1-502, 
56-2-116, 56-2-210, 56-2-305, 56-3-105, 56-4- 
106, 56-4-208, 56-46-102. 


Law Reviews. 


and regulations to effectuate the purposes of 
the act. All such rules and regulations shall be 
promulgated in accordance with the provisions 
of the Uniform Administrative Procedures Act, 
complied in title 4, chapter 5. 

Acts 2010, ch. 892, § 1 provided that the act 
shall be known and may be cited as the “Prop- 
erty and Casualty Actuarial Opinion Law.” 


Selected Tennessee Legislation of 1983 (N. L. 
Resener, J. A. Whitson, K. J. Miller), 50 Tenn. 
L. Rev. 785 (1983). 


Collateral References. 
Liability of independent accountant to inves- 
tors or shareholders. 48 A.L.R.5th 389. 


56-1-502. Forfeiture for failure to file statement — Suspension of 
authority to do new business. 


Any insurance company that neglects to make and file its annual statement 
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in the form and within the time provided by § 56-1-501 shall forfeit one 
hundred dollars ($100) for each day neglected, and, upon notice by the 
commissioner to that effect, its authority to do new business shall cease while 
the default continues. 


History. 
Acts 1895, ch. 160, § 34; Shan., § 3318; Code 
1932, § 6147; T.C.A. (orig. ed.), § 56-132. 


56-1-503. False statement — Penalty — Perjury. 


(a) For willfully making a false annual or other statement it is required by 
law to make, an insurance company, and persons making oath to or subscribing 
to the statement, shall be severally punished by a fine of not less than five 
hundred dollars ($500) nor more than one thousand dollars ($1,000). 

(b) Any person making oath to the false statement commits perjury. 


History. Cross-References. 
Acts 1895, ch. 160, § 34; Shan., § 3319; Code Perjury, title 39, chapter 16, part 7. 
1932, § 6148; T.C.A. (orig. ed.), § 56-133. 


PART 6 
RECORDS AND DOCUMENTS 


56-1-601. Duty of commissioner to keep records of proceedings and 
examinations — Commissioner’s report. 


(a) The commissioner shall preserve in a permanent form a record of the 
commissioner’s proceedings, including a concise statement of the result of 
official examinations of insurance companies. 

(b) The commissioner shall, annually, and as early as consistent with full 
and accurate preparation, make a report to the governor of all official 
transactions, and shall include in the report a statement of the receipts and 
expenditures of the department for the preceding year, an exhibit of the 
financial condition and business transactions of the several insurance compa- 
nies as disclosed by their annual statements, abstracts of which statements 
shall appear in the report, and other information and comments in relation to 
insurance and the public interest in insurance the commissioner deems fit to 
communicate. 


History. Section to Section References. 
Acts 1895, ch. 160, § 17; Shan., § 3300; mod. This section is referred to in § 56-6-120. 
Code 1932, § 6116; T.C.A. (orig. ed.), § 56-134. 


Cross-References. 
Fire prevention activities, annual report to 
governor, § 68-102-133. 


56-1-602. Records — Inspection by public. 


(a) The records of the department shall, at all times, be open to the 
inspection of the public, subject to rules made by the commissioner for their 
safekeeping, free from any charge whatever. 
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(b) The commissioner shall, on demand, furnish certified copies of any 
paper, report, or document on file in the commissioner’s office to any person 
requesting them, upon payment of the fee allowed by law. 


History. 56-1-917, 56-6-117, 56-6-120, 56-11-108, 56-11- 
Acts 1873, ch. 58, § 12; Shan., § 3342; mod. 208, 56-8-107, 56-46-109, 56-46-208. 
Code 1932, § 6167; T.C.A. (orig. ed.), § 56-135. 


Section to Section References. 
This section is referred to in §§ 56-1-903, 


56-1-603. Seal of department. 


The commissioner, with the approval of the governor, shall devise a seal, 
with suitable inscription, for the department, a description of which, with a 
certificate of approval by the governor, together with an impression of the seal, 
shall be filed in the office of the secretary of state, and may be renewed 
whenever necessary. 


History. 
Acts 1873, ch. 58, § 13; Shan., § 3343; mod. 
Code 1932, § 6168; T.C.A. (orig. ed.), § 56-136. 


56-1-604. Documents to be recorded by commissioner or the commis- 
sioner’s chief deputy — Certified copies of records to be 
evidence. 


Every certificate, assignment, or conveyance executed by the commissioner 
or the commissioner’s chief deputy, relating to the business of insurance 
companies, in pursuance of authority conferred by law, and sealed with the 
seal of office, shall be recorded in the proper recording office in the same 
manner and with the same effect as a deed regularly acknowledged or proved 
before an officer authorized by law to take the proof or acknowledgment of 
deeds, and all copies of papers in the office of the department, certified by the 
commissioner or the chief deputy, and authenticated by the seal, shall in all 
cases be evidence equally and in like manner with the original. 


History. Corporations, proving authority of foreign 
Acts 1873, ch. 58, § 13; Shan., § 3344; Code corporation to do business in the state. 2 A.L.R. 
1932, § 6169; modified; Acts 1957, ch. 7,§ 1; 192935. 


T.C.A. (orig. ed.), § 56-137. Meaning of “duplicate.” 24 A.L.R. 1209. 
Sactiandmasantianh erie Public auditor’s certified copy. 52 A.L.R. 


This section is referred to in § 56-10-107. 1267. 


Collateral References. 


PART 7 
RULES AND REGULATIONS 


56-1-701. Rules and regulations affecting life, accident and health, 
credit life, credit accident and health insurance — Hear- 
ing — Notice. 


(a) The commissioner, whenever promulgating or amending rules and 
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regulations relating to the business of life, accident and health, credit life and 
credit accident and health insurance, shall do so only after a hearing on the 
proposed rules and regulations or amendments of the rules and regulations, of 
which notice was given as prescribed by law. 

(b) Except where a different period of notice is provided by other provisions 
of the insurance law relative to particular matters, the commissioner shall give 
at least thirty (30) days’ notice of a hearing to consider the proposed rules and 
regulations or amendments of the rules and regulations. 

(c) Notice shall be given by mail to all licensed domestic insurers dealing in 
those lines of insurance to be directly and immediately affected by the hearings 
and shall specify the time and place of the hearings. 

(d) The proposed rule or regulation or amendment shall be set forth in or 
with the notice of hearing, and shall be held on file in the commissioner’s office 
pending the hearing, during which time the commissioner shall promptly 
furnish copies of them to any person requesting them in writing. 

(e) All interested parties attending the hearing in person or by counsel shall 
be given reasonable opportunity to present their views or arguments in writing 
or orally. 


History. Section to Section References. 
Acts 1970, ch. 503, § 1; impl. am. Acts 1971, This section is referred to in § 56-7-2304. 
ch. 137, § 2; T.C.A., § 56-141. 


56-1-702. Filing, effect and validity. 


(a) Rules and regulations of the commissioner shall be approved, printed 
and filed in the manner provided in the Uniform Administrative Procedures 
Act, compiled in title 4, chapter 5. 

(b) Upon the filing of the rules or regulations, copies shall be furnished to all 
domestic insurers dealing in those lines of insurance directly and immediately 
affected, and to all those persons submitting arguments at the hearing. 


History. 
Acts 1970, ch. 503, § 2; impl. am. Acts 1974, 
ch. 725, §§ 1, 22; T.C.A., § 56-142. 


PART 8 
PENALTIES 


56-1-801. Violation of insurance laws — General penalty. 


A violation of this chapter and chapters 2-4, 7, 11 and 32 of this title, the 
penalty of which is not specifically provided, is a Class C misdemeanor. 


History. Section to Section References. 
Acts 1895, ch. 160, § 36; Shan., § 3321; Code This section is referred to in § 56-32-136. 
1932, § 6150; modified; T.C.A. (orig. ed.), § 56- 
139; Acts 1989, ch. 591, § 113; 2000, ch. 708, 
§ 9. 


Cross-References. 
Penalty for Class C misdemeanor, § 40-35- 
111. 
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56-1-802. Recovery of penalties — Imprisonment for failure to pay 
penalties. 


(a) Every penalty fixed in this title, unless otherwise provided for, shall be 
sued for and recovered in the name of the state by the district attorney general 
of the district in which the delinquency occurs, and shall be paid into the state 
treasury. 

(b) Nonpayment of the penalties is a Class C misdemeanor. 


History. Section to Section References. 

Acts 1895, ch. 160, § 37; Shan., § 3322; Code This section is referred to in § 56-1-411. 
1932, § 6151; modified; T.C.A. (orig. ed), § 56- 
140; Acts 1989, ch. 591, § 118. 


Cross-References. 
Penalty for Class C misdemeanor, § 40-35- 
111. 


PART 9 
STANDARD VALUATION LAW 


56-1-901. Short title and part definitions. 


(a) This part shall be known and may be cited as the “Standard Valuation 
Law.” 

(b) For purposes of this part, the following definitions shall apply on or after 
the operative date of the valuation manual: 

(1) “Accident and health insurance contracts” means contracts that incor- 
porate morbidity risk and provide protection against economic loss resulting 
from accident, sickness or medical conditions and as may be specified in the 
valuation manual; 

(2) “Appointed actuary” means a qualified actuary who is appointed in 
accordance with the valuation manual to prepare the actuarial opinion 
required in § 56-1-903; 

(3) “Company” means an entity that: 

(A) Has written, issued, or reinsured life insurance contracts, accident 
and health insurance contracts, or deposit-type contracts in this state and 
has at least one (1) such policy in force or on claim; or 

(B) Has written, issued, or reinsured life insurance contracts, accident 
and health insurance contracts, or deposit-type contracts in any state and 
is required to hold a certificate of authority to write life insurance, 
accident and health insurance or deposit-type contracts in this state; 

(4) “Deposit-type contract” means contracts that do not incorporate mor- 
tality or morbidity risks, and as may be specified in the valuation manual; 

(5) “Life insurance” means contracts that incorporate mortality risk, 
including annuity and pure endowment contracts, and as may be specified in 
the valuation manual; 

(6) “NAIC” means the National Association of Insurance Commissioners; 

(7) “Policyholder behavior” means any action a policyholder, contract 
holder or any other person with the right to elect options, such as a 
certificate holder, may take under a policy or contract subject to this part 


41 DEPARTMENT OF COMMERCE AND INSURANCE 56-1-902 


including, but not limited to, lapse, withdrawal, transfer, deposit, premium 
payment, loan, annuitization or benefit elections prescribed by the policy or 
contract but excluding events of mortality or morbidity that result in 
benefits prescribed in their essential aspects by the terms of the policy or 
contract; 

(8) “Principle-based valuation” means a reserve valuation that uses one 
(1) or more methods or one (1) or more assumptions determined by the 
insurer and is required to comply with § 56-1-915 as specified in the 
valuation manual; 

(9) “Qualified actuary” means an individual who is qualified to sign the 
applicable statement of actuarial opinion in accordance with the American 
Academy of Actuaries’ qualification standards for actuaries signing such 
statements and who meets the requirements specified in the valuation 
manual; 

(10) “Tail risk” means a risk that occurs either where the frequency of low 
probability events is higher than expected under a normal probability 
distribution or where there are observed events of very significant size or 
magnitude; and 

(11) “Valuation manual” means the manual of valuation instructions 
adopted by the NAIC as specified in this part or as subsequently amended. 


History. Section to Section References. 
Acts 2013, ch. 260, § 3. This part is referred to in § 56-1-415. 


56-1-902. Reserve valuation. 


(a) For policies and contracts issued prior to the operative date of the 
valuation manual: 

(1) The commissioner shall annually value, or cause to be valued, the 
reserve liabilities (reserves) for all outstanding life insurance policies and 
annuity and pure endowment contracts of every life insurance company 
doing business in this state issued on or after January 1, 1962, and prior to 
the operative date of the valuation manual. In calculating reserves, the 
commissioner may use group methods and approximate averages for frac- 
tions of a year or otherwise. In lieu of the valuation of the reserves required 
of a foreign or alien company, the commissioner may accept a valuation 
made, or caused to be made, by the insurance supervisory official of any state 
or other jurisdiction when the valuation complies with the minimum 
standard provided in this part. 

(2) Sections 56-1-904 — 56-1-913 shall apply to all policies and contracts, 
as appropriate, subject to this part issued on or after January 1, 1962, and 
prior to the operative date of the valuation manual and the provisions set 
forth in §§ 56-1-914 and 56-1-915 shall not apply to any such policies and 
contracts. 

(3) The minimum standard for the valuation of policies and contracts 
issued prior to January 1, 1962, shall be that provided by the laws in effect 
immediately prior to that date. 

(b) For policies and contracts issued on or after the operative date of the 
valuation manual: 

(1) The commissioner shall annually value, or cause to be valued, the 
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reserves for all outstanding life insurance contracts, annuity and pure 
endowment contracts, accident and health contracts, and deposit-type con- 
tracts of every company issued on or after the operative date of the valuation 
manual. In lieu of the valuation of the reserves required of a foreign or alien 
company, the commissioner may accept a valuation made, or caused to be 
made, by the insurance supervisory official of any state or other jurisdiction 
when the valuation complies with the minimum standard provided in this 
part; and 

(2) Sections 56-1-914 and 56-1-915 shall apply to all policies and contracts 
issued on or after the operative date of the valuation manual. 


History. 
Acts 2013, ch. 260, § 3. 


Section to Section References. 
This section is referred to in §§ 56-1-913, 
56-1-914. 


56-1-903. Actuarial opinion of reserves. 


(a) For an actuarial opinion prior to the operative date of the valuation 
manual: 

(1) Every life insurance company doing business in this state shall 
annually submit the opinion of a qualified actuary as to whether the reserves 
and related actuarial items held in support of the policies and contracts 
specified by the commissioner by regulation are computed appropriately, are 
based on assumptions that satisfy contractual provisions, are consistent 
with prior reported amounts and comply with applicable laws of this state. 
The commissioner shall define by regulation the specifics of this opinion and 
add any other items deemed to be necessary to its scope; 

(2) For actuarial analysis of reserves and assets supporting reserves: 

(A) Every life insurance company, except as exempted by regulation, 
shall also annually include in the opinion required by subdivision (a)(1), 
an opinion of the same qualified actuary as to whether the reserves and 
related actuarial items held in support of the policies and contracts 
specified by the commissioner by regulation, when considered in light of 
the assets held by the company with respect to the reserves and related 
actuarial items, including, but not limited to, the investment earnings on 

_ the assets and the considerations anticipated to be received and retained 
under the policies and contracts, make adequate provision for the compa- 
ny’s obligations under the policies and contracts, including, but not limited 
to, the benefits under, and expenses associated with, the policies and 
contracts; 

(B) The commissioner may provide by regulation for a transition period 
for establishing any higher reserves that the qualified actuary may deem 
necessary in order to render the opinion required by this section; 

(3) Each opinion required by subdivision (a)(2) shall be governed by the 
following provisions: 

(A) A memorandum, in form and substance acceptable to the commis- 
sioner as specified by regulation, shall be prepared to support each 
actuarial opinion; 
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(B) If the insurance company fails to provide a supporting memoran- 
dum at the request of the commissioner within a period specified by 
regulation or the commissioner determines that the supporting memoran- 
dum provided by the insurance company fails to meet the standards 
prescribed by regulations promulgated by the commissioner or is other- 
wise unacceptable to the commissioner, the commissioner may engage a 
qualified actuary at the expense of the company to review the opinion and 
the basis for the opinion and prepare the supporting memorandum 
required by the commissioner; 

(4) Every opinion required by this subsection (a) shall be governed by the 


following provisions: 


(A) The opinion shall be submitted with the annual statement reflect- 
ing the valuation of such reserve liabilities for each year ending on or after 
December 31, 1995; 

(B) The opinion shall apply to all business in force including individual 
and group health insurance plans, in form and substance acceptable to the 
commissioner as specified by regulation; 

(C) The opinion shall be based on standards adopted from time to time 
by the Actuarial Standards Board and on such additional standards as the 
commissioner prescribes by regulation; 

(D) In the case of an opinion required to be submitted by a foreign or 
alien company, the commissioner may accept the opinion filed by that 
company with the insurance supervisory official of another state if the 
commissioner determines that the opinion reasonably meets the require-. 
ments applicable to a company domiciled in this state; 

(E) For purposes of this section, “qualified actuary” means a member in 
good standing of the American Academy of Actuaries who meets the 
requirements set forth in the regulation; 

(F) Except in cases of fraud or willful misconduct, the qualified actuary 
shall not be liable for damages to any person, other than the insurance 
company and the commissioner, for any act, error, omission, decision or 
conduct with respect to the actuary’s opinion; 

(G) Disciplinary action by the commissioner against the company or the 
qualified actuary shall be defined in regulations promulgated by the 
commissioner; 

(H) Except as provided in subdivisions (a)(4)(L)-(N), documents, mate- 
rials or other information in the possession or control of the department 
that are a memorandum in support of the opinion, and any other material 
provided by the company to the commissioner in connection with the 
memorandum, shall be confidential by law and privileged, shall not be 
subject to § 10-7-501 or § 56-1-602, shall not be subject to subpoena, and 
shall not be subject to discovery or admissible in evidence in any private 
civil action. However, the commissioner is authorized to use the docu- 
ments, materials or other information in the furtherance of any regulatory 
or legal action brought as a part of the commissioner’s official duties; 

(I) Neither the commissioner nor any person who received documents, 
materials or other information while acting under the authority of the 
commissioner shall be permitted or required to testify in any private civil 
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action concerning any confidential documents, materials or information 

subject to subdivision (a)(4)(H); 

(J) In order to assist in the performance of the commissioner’s duties, 
the commissioner may: 

(i) Share documents, materials or other information, including the 
confidential and privileged documents, materials or information subject 
to subdivision (a)(4)(H) with other state, federal and international 
regulatory agencies, with the NAIC and its affiliates and subsidiaries, 
and with state, federal and international law enforcement authorities; 
provided, that the recipient agrees to maintain the confidentiality and 
privileged status of the document, material or other information; 

(ii) Receive documents, materials or information, including otherwise 
confidential and privileged documents, materials or information, from 
the NAIC and its affiliates and subsidiaries, and from regulatory and 
law enforcement officials of other foreign or domestic jurisdictions, and 
shall maintain as confidential or privileged any document, material or 
information received with notice or the understanding that it is confi- 
dential or privileged under the laws of the jurisdiction that is the source 
of the document, material or information; and 

(iii) Enter into agreements governing sharing and use of information 
consistent with subdivisions (a)(4)(H)-(J); 

(K) No waiver of any applicable privilege or claim of confidentiality in 
the documents, materials or information shall occur as a result of 
disclosure to the commissioner under this section or as a result of sharing 
as authorized in subdivision (a)(4)(J); 

(L) A memorandum in support of the opinion, and any other material 
provided by the company to the commissioner in connection with the 
memorandum, may be subject to subpoena for the purpose of defending an 
action seeking damages from the actuary submitting the memorandum by 
reason of an action required by this section or by regulation; 

(M) The memorandum or other material may otherwise be released by 
the commissioner with the written consent of the company or to the 
American Academy of Actuaries upon request stating that the memoran- 
dum or other material is required for the purpose of professional disci- 
plinary proceedings and setting forth procedures satisfactory to the 
commissioner for preserving the confidentiality of the memorandum or 
other material; and ! 

(N) Once any portion of the confidential memorandum is cited by the 
company in its marketing or is cited before a governmental agency other 
than a state insurance department or is released by the company to the 
news media, all portions of the confidential memorandum shall be no 
longer confidential. 

(b) For an actuarial opinion of reserves after the operative date of the 
valuation manual: 

(1) Every company with outstanding life insurance contracts, accident 
and health insurance contracts or deposit-type contracts in this state and 
subject to regulation by the commissioner shall annually submit the opinion 
of the appointed actuary as to whether the reserves and related actuarial 
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items held in support of the policies and contracts are computed appropri- 
ately, are based on assumptions that satisfy contractual provisions, are 
consistent with prior reported amounts and comply with applicable laws of 
this state. The valuation manual will prescribe the specifics of this opinion 
including any items deemed to be necessary to its scope; 

(2) For actuarial analysis of reserves and assets supporting reserves, 
every company with outstanding life insurance contracts, accident and 
health insurance contracts or deposit-type contracts in this state and subject 
to regulation by the commissioner, except as exempted in the valuation 
manual, shall also annually include in the opinion required by subdivision 
(b)(1), an opinion of the same appointed actuary as to whether the reserves 
and related actuarial items held in support of the policies and contracts 
specified in the valuation manual, when considered in light of the assets held 
by the company with respect to the reserves and related actuarial items, 
including, but not limited to, the investment earnings on the assets and the 
considerations anticipated to be received and retained under the policies and 
contracts, make adequate provision for the company’s obligations under the 
policies and contracts, including, but not limited to, the benefits under, and 
expenses associated with, the policies and contracts; 

(3) Each opinion required by subdivision (b)(2) shall be governed by the 
following provisions: 

(A) Amemorandum, in form and substance as specified in the valuation 
manual, and acceptable to the commissioner, shall be prepared to support 
each actuarial opinion; and 

(B) If the insurance company fails to provide a supporting memoran- 
dum at the request of the commissioner within a period specified in the 
valuation manual or the commissioner determines that the supporting 
memorandum provided by the insurance company fails to meet the 
standards prescribed by the valuation manual or is otherwise unaccept- 
able to the commissioner, the commissioner may engage a qualified 
actuary at the expense of the company to review the opinion and the basis 
for the opinion and prepare the supporting memorandum required by the 
commissioner; 

(4) Every opinion shall be governed by the following provisions: 

(A) The opinion shall be in form and substance as specified in the 
valuation manual and acceptable to the commissioner; 

(B) The opinion shall be submitted with the annual statement reflect- 
ing the valuation of such reserve liabilities for each year ending on or after 
the operative date of the valuation manual; 

(C) The opinion shall apply to all policies and contracts subject to this 
subsection (b), plus other actuarial liabilities as may be specified in the 
valuation manual; 

(D) The opinion shall be based on standards adopted from time to time 
by the Actuarial Standards Board or its successor, and on such additional 
standards as may be prescribed in the valuation manual; 

(E) In the case of an opinion required to be submitted by a foreign or 
alien company, the commissioner may accept the opinion filed by that 
company with the insurance supervisory official of another state if the 
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commissioner determines that the opinion reasonably meets the require- 
ments applicable to a company domiciled in this state; 

(F) Except in cases of fraud or willful misconduct, the appointed 
actuary shall not be liable for damages to any person, other than the 
insurance company and the commissioner for any act, error, omission, 
decision or conduct with respect to the appointed actuary’s opinion; and 

(G) Disciplinary action by the commissioner against the company or the 
appointed actuary shall be defined in regulations promulgated by the 


commissioner. 
History. This section is referred to in §§ 56-1-901, 
Acts 2013, ch. 260, § 3. 56-1-909, 56-1-910, 56-1-917. 


Cross-References. 
Confidentiality of public records, § 10-7-504. 


Section to Section References. 
Sections 56-1-903 — 56-1-913 are referred to 
in § 56-1-918. 


56-1-904. Computation of minimum standard. 


Except as provided in §§ 56-1-905, 56-1-906 and 56-1-913, the minimum 
standard for the valuation of policies and contracts issued prior to January 1, 
1962, shall be that provided by the laws in effect immediately prior to that 
date. Except as otherwise provided in §§ 56-1-905, 56-1-906 and 56-1-913, the 
minimum standard for the valuation of all policies and contracts issued on or 
after January 1, 1962, shall be the commissioner’s reserve valuation methods 
defined in §§ 56-1-907, 56-1-908, 56-1-911 and 56-1-913, three and one half 
percent (3.5%) interest, or in the case of life insurance policies and contracts, 
other than annuity and pure endowment contracts, issued on or after May 6, 
1973, four percent (4%) interest for policies issued prior to March 13, 1978, five 
and one half percent (5.5%) interest for single premium life insurance policies 
and four and one half percent (4.5%) interest for all other policies issued on or 
after March 13, 1978, and the following tables: 

(1) For ordinary policies of life insurance issued on the standard basis, 
excluding any disability and accidental death benefits in the policies: the 
Commissioners 1941 Standard Ordinary Mortality Table for policies issued 
prior to the operative date of § 56-7-401(f), the Commissioners 1958 Stan- 
dard Ordinary Mortality Table for policies issued on or after the operative 
date of § 56-7-401(f) and prior to the operative date of § 56-7-401(h); 
provided, that, for any category of policies issued on female risks, all 
modified net premiums and present values referred to in this part may be 
calculated according to an age not more than six (6) years younger than the 
actual age of the insured; and for policies issued on or after the operative 
date of § 56-7-401(h): 

(A) The Commissioners 1980 Standard Ordinary Mortality Table; 

(B) At the election of the company for any one (1) or more specified 
plans of life insurance, the Commissioners 1980 Standard Ordinary 
Mortality Table with Ten-Year Select Mortality Factors; or 

(C) Any ordinary mortality table, adopted after 1980 by the NAIC, 
which is approved by regulation promulgated by the commissioner for use 
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in determining the minimum standard of valuation for such policies; 

(2) For industrial life insurance policies issued on the standard basis, 
excluding any disability and accidental death benefits in the policies: the 
1941 Standard Industrial Mortality Table for policies issued prior to the 
operative date of § 56-7-401(g), and for policies issued on or after the 
operative date of § 56-7-401(g), the Commissioners 1961 Standard Indus- 
trial Mortality Table or any industrial mortality table adopted after 1980 by 
the NAIC that is approved by regulation promulgated by the commissioner 
for use in determining the minimum standard of valuation for the policies; 

(3) For individual annuity and pure endowment contracts, excluding any 
disability and accidental death benefits in the policies: the 1937 Standard 
Annuity Mortality Table, or at the option of the company, the Annuity 
Mortality Table for 1949, Ultimate or any modification of either of these 
tables approved by the commissioner; 

(4) For group annuity and pure endowment contracts, excluding any 
disability and accidental death benefits in the policies: the Group Annuity 
Mortality Table for 1951, a modification of the table approved by the 
commissioner, or at the option of the company, any of the tables or 
modifications of tables specified for individual annuity and pure endowment 
contracts; 

(5) For total and permanent disability benefits in or supplementary to 
ordinary policies or contracts: for policies or contracts issued on or after 
January 1, 1966, the tables of Period 2 disablement rates and the 1930 to 
1950 termination rates of the 1952 Disability Study of the Society of 
Actuaries, with due regard to the type of benefit or any tables of disablement 
rates and termination rates adopted after 1980 by the NAIC, that are 
approved by regulation promulgated by the commissioner for use in deter- 
mining the minimum standard of valuation for those policies; for policies or 
contracts issued on or after January 1, 1961, and prior to January 1, 1966, 
either those tables or, at the option of the company, the Class (3) Disability 
Table (1926); and for policies issued prior to January 1, 1961, the Class (3) 
Disability Table (1926). Any such table shall, for active lives, be combined 
with a mortality table permitted for calculating the reserves for life insur- 
ance policies; 

(6) For accidental death benefits in or supplementary to policies issued on 
or after January 1, 1966: the 1959 Accidental Death Benefits Table or any 
accidental death benefits table adopted after 1980 by the NAIC that is 
approved by regulation promulgated by the commissioner for use in deter- 
mining the minimum standard of valuation for those policies, for policies 
issued on or after January 1, 1961, and prior to January 1, 1966, either that 
table or, at the option of the company, the Inter-Company Double Indemnity 
Mortality Table; and for policies issued prior to January 1, 1961, the 
Inter-Company Double Indemnity Mortality Table. Either table shall be 
combined with a mortality table for calculating the reserves for life insur- 
ance policies; and 

(7) For group life insurance, life insurance issued on the substandard 
basis and other special benefits: tables approved by the commissioner. 
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History. Sections 56-1-904 — 56-1-913 are referred to 
Acts 2013, ch. 260, § 3. in § 56-1-902. 
This section is referred to in §§ 56-1-907, 


Section to Section References. 
Sections 56-1-903 — 56-1-913 are referred to 
in § 56-1-918. 


56-1-911. 


56-1-905. Computation of minimum standard for annuities and pure 
endowment contracts. 


(a) Except as provided in § 56-1-906, the minimum standard of valuation 
for individual annuity and pure endowment contracts issued on or after the 
operative date of this section and for annuities and pure endowments pur- 
chased on or after the operative date under group annuity and pure endow- 
ment contracts, shall be the commissioner’s reserve valuation methods defined 
in §§ 56-1-907 and 56-1-908 and the following tables and interest rates: 

(1) For individual annuity and pure endowment contracts issued prior to 
March 13, 1978, excluding any disability and accidental death benefits in 
those contracts: the 1971 Individual Annuity Mortality Table, or any 
modification of this table approved by the commissioner, and six percent 
(6%) interest for single premium immediate annuity contracts and four 
percent (4%) interest for all other individual annuity and pure endowment 
contracts; 

(2) For individual single premium immediate annuity contracts issued on 
or after March 13, 1978, excluding any disability and accidental death 
benefits in those contracts: the 1971 Individual Annuity Mortality Table or 
any individual annuity mortality table adopted after 1980 by the NAIC that 
is approved by regulation promulgated by the commissioner for use in 
determining the minimum standard of valuation for these contracts, or any 
modification of these tables approved by the commissioner, and seven and 
one half percent (7.5%) interest; 

(3) For individual annuity and pure endowment contracts issued on or 
after March 13, 1978, other than single premium immediate annuity 
contracts, excluding any disability and accidental death benefits in those 
contracts: the 1971 Individual Annuity Mortality Table or any individual 
annuity mortality table adopted after 1980 by the NAIC that is approved by 
regulation promulgated by the commissioner for use in determining the 
minimum standard of valuation for those contracts, or any modification of 
these tables approved by the commissioner, and five and one half percent 
(5.5%) interest for single premium deferred annuity and pure endowment 
contracts and four and one half percent (4.5%) interest for all other 
individual annuity and pure endowment contracts; 

(4) For annuities and pure endowments purchased prior to March 13, 
1978, under group annuity and pure endowment contracts, excluding any 
disability and accidental death benefits purchased under those contracts: 
the 1971 Group Annuity Mortality Table or any modification of this table 
approved by the commissioner, and six percent (6%) interest; and 

(5) For annuities and pure endowments purchased on or after March 13, 
1978, under group annuity and pure endowment contracts, excluding any 
disability and accidental death benefits purchased under those contracts: 
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the 1971 Group Annuity Mortality Table, or any group annuity mortality 
table adopted after 1980 by the NAIC that is approved by regulation 
promulgated by the commissioner for use in determining the minimum 
standard of valuation for annuities and pure endowments, or any modifica- 
tion of these tables approved by the commissioner, and seven and one half 
percent (7.5%) interest. 

(b) After May 6, 1973, any company may file with the commissioner a 
written notice of its election to comply with this section after a specified date 
before January 1, 1979, which shall be the operative date of this section for 
that company. If a company makes no election, the operative date of this 
section for that company shall be January 1, 1979. 


History. Sections 56-1-904 — 56-1-913 are referred to 
Acts 2013, ch. 260, § 3. in § 56-1-902. 


eating th cation References: This section is referred to in § 56-1-904. 


Sections 56-1-903 — 56-1-913 are referred to 
in § 56-1-918. 


56-1-906. Calendar year statutory valuation interest rates. 


(a) The interest rates used in determining the minimum standard for the 
valuation of the following shall be the calendar year statutory valuation 
interest rates as defined in this section: 

(1) Life insurance policies issued in a particular calendar year, on or after 
the operative date of § 56-7-401(h); 

(2) Individual annuity and pure endowment contracts issued in a particu- 
lar calendar year, on or after January 1, 1983; 

(3) Annuities and pure endowments purchased in a particular calendar 
year, on or after January 1, 1983, under group annuity and pure endowment 
contracts; and 

(4) The net increase, if any, in a particular calendar year after January 1, 
1983, in amounts held under guaranteed interest contracts. 

(b) For calendar year statutory valuation interest rates: 

(1) The calendar year statutory valuation interest rates, J, shall be 
determined as follows and the results rounded to the nearer one-quarter of 
one percent (0.25%), where R’ is the lesser of R and 0.09, R? is the greater 
of R and 0.09, R is the reference interest rate defined in this section, and W 
is the weighting factor defined in this section: 

(A) For life insurance: 

I=.03+We(R,-.03)+W/2¢(R-,.09) 

(B) For single premium immediate annuities and for annuity benefits 
involving life contingencies arising from other annuities with cash settle- 
ment options and from guaranteed interest contracts with cash settlement 
options: 

I=.03+W e(R-.03) 

(C) For other annuities with cash settlement options and guaranteed 
interest contracts with cash settlement options, valued on an issue year 
basis, except as stated in subdivision (b)(1)(B), the formula for life 
insurance in subdivision (b)(1)(A) shall apply to annuities and guaranteed 
interest contracts with guarantee durations in excess of ten (10) years and 
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the formula for single premium immediate annuities in subdivision 
(b)(1)(B) shall apply to annuities and guaranteed interest contracts with 
guarantee duration of ten (10) years or less; 

(D) For other annuities with no cash settlement options and for 
guaranteed interest contracts with no cash settlement options, the for- 
mula for single premium immediate annuities in subdivision (b)(1)(B) 
shall apply; 

(E) For other annuities with cash settlement options and guaranteed 

interest contracts with cash settlement options, valued on a change in 
fund basis, the formula for single premium immediate annuities in 
subdivision (b)(1)(B) shall apply; 
(2)(A) However, if the calendar year statutory valuation interest rate for 
a life insurance policy issued in any calendar year determined without 
reference to this subdivision (b)(2)(A) differs from the corresponding 
actual rate for similar policies issued in the immediately preceding 
calendar year by less than one half of one percent (0.5%), the calendar year 
statutory valuation interest rate for the life insurance policies shall be 
equal to the corresponding actual rate for the immediately preceding 
calendar year; 

(B) For purposes of applying subdivision (b)(2)(A), the calendar year 
statutory valuation interest rate for life insurance policies issued in a 
calendar year shall be determined for 1980, using the reference interest 
rate defined in 1979, and shall be determined for each subsequent 
calendar year regardless of when § 56-7-401(h) becomes operative; 

(c) The weighting factors referred to in the formulas described in subsection 
(b) are given in the following tables: 
(1)(A) Weighting factors for life insurance: 


Guarantee 

Duration Weighting 
Years Factors 
10 or less 0.50 

More than 10, but not more than 20 0.45 

More than 20 0.35 


(B) For life insurance, the guarantee duration is the maximum number 
of years the life insurance can remain in force on a basis guaranteed in the 
policy or under options to convert to plans of life insurance with premium 
rates or nonforfeiture values or both which are guaranteed in the original 
policy; 

(2) Weighting factor for single premium immediate annuities and for 
annuity benefits involving life contingencies arising from other annuities 
with cash settlement options and guaranteed interest contracts with cash 
settlement options: 0.80; 

(3) Weighting factors for other annuities and for guaranteed interest 
contracts, except as provided in subdivision (c)(2), shall be as specified in 
subdivisions (c)(3)(A), (B) and (C), according to the rules and definitions in 
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subdivisions (c)(3)(D), (E) and (F): 


(A) For annuities and guaranteed interest contracts valued on an issue 
year basis: 


Guarantee Weighting Factor 
Duration For Plan Type 
(Years) A B C 

5 or less: 0.80 0.60 0.50 
More than 5, but not more than 0.75 0.60 0.50 
10: 

More than 10, but not more than 0.65 0.50 0.45 
20: 

More than 20: 0.45 0.35 0.35 


(B) For annuities and guaranteed interest contracts valued on a change 
in fund basis, the factors in subdivision (c)(3)(A) increased by: 


For Plan Type 
A B C 
0.15 0.25 0.05 


(C) For annuities and guaranteed interest contracts valued on an issue 
year basis, other than those with no cash settlement options, that do not 
guarantee interest on considerations received more than one (1) year after 
issue or purchase and for annuities and guaranteed interest contracts 
valued on a change in fund basis that do not guarantee interest rates on 
considerations received more than twelve (12) months beyond the valua- 
tion date, the factors in subdivision (c)(3)(A) or derived in subdivision 
(c)(3)(B) increased by: 


For Plan Type 
A B C 
0.05 0.05 0.05 


(D) For other annuities with cash settlement options and guaranteed 
interest contracts with cash settlement options, the guarantee duration is 
the number of years for which the contract guarantees interest rates in 
excess of the calendar year statutory valuation interest rate for life 
insurance policies with guarantee duration in excess of twenty (20) years. 
For other annuities with no cash settlement options and for guaranteed 
interest contracts with no cash settlement options, the guaranteed dura- 
tion is the number of years from the date of issue or date of purchase to the 
date annuity benefits are scheduled to commence. 
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(E) Plan type as used in subdivisions (c)(3)(A)-(C) is defined as follows: 

(i) Plan Type A: At any time policyholder may withdraw funds only: 

(a) With an adjustment to reflect changes in interest rates or asset 
values since receipt of the funds by the insurance company; 

(b) Without an adjustment but installments over five (5) years or 
more; 

(c) As an immediate life annuity; or 

(d) No withdrawal permitted; 

(ii) Plan Type B: Before expiration of the interest rate guarantee, 
policyholder may withdraw funds only: 

(a) With an adjustment to reflect changes in interest rates or asset 
values since receipt of the funds by the insurance company; 

(6b) Without an adjustment but in installments over five (5) years or 
more; 

(c) No withdrawal permitted; or 

(d) At the end of interest rate guarantee, funds may be withdrawn 
without an adjustment in a single sum or installments over less than 
five (5) years; 

(iii) Plan Type C: Policyholder may withdraw funds before expiration 
of interest rate guarantee in a single sum or installments over less than 
five (5) years either: 

(a) Without adjustment to reflect changes in interest rates or asset 
values since receipt of the funds by the insurance company; or 
(b) Subject only to a fixed surrender charge stipulated in the 
contract as a percentage of the fund. 
(F)G) A company may elect to value guaranteed interest contracts with 
cash settlement options and annuities with cash settlement options on 
either an issue year basis or on a change in fund basis. Guaranteed 
interest contracts with no cash settlement options and other annuities 
with no cash settlement options must be valued on an issue year basis. 

(ii) As used in this section, an issue year basis of valuation refers to 
a valuation basis under which the interest rate used to determine the 
minimum valuation standard for the entire duration of the annuity or 
guaranteed interest contract is the calendar year valuation interest rate 
for the year of issue or year of purchase of the annuity or guaranteed 
interest contract, and the change in fund basis of valuation refers to a 
valuation basis under which the interest rate used to determine the 
minimum valuation standard applicable to each change in the fund held 
under the annuity or guaranteed interest contract is the calendar year 
valuation interest rate for the year of the change in the fund. 

(d) The reference interest rate referred to in subsection (b) means: 

(1) For life insurance, the lesser of the average over a period of thirty-six 
(36) months and the average over a period of twelve (12) months, ending on 
June 30 of the calendar year preceding the year of issue, of the monthly 
average of the composite yield on seasoned corporate bonds, as published by 
Moody’s Investors Service, Inc.; 

(2) For single premium immediate annuities and for annuity benefits 
involving life contingencies arising from other annuities with cash settle- 
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ment options and guaranteed interest contracts with cash settlement 

options, the average over a period of twelve (12) months, ending on June 30 

of the calendar year of issue or year of purchase, of the monthly average of 

the composite yield on seasoned corporate bonds, as published by Moody’s 

Investors Service, Inc.; 

(3) For other annuities with cash settlement options and guaranteed 
interest contracts with cash settlement options, valued on a year of issue 
basis, except as stated in subdivision (d)(2), with guarantee duration in 
excess of ten (10) years, the lesser of the average over a period of thirty-six 
(36) months and the average over a period of twelve (12) months, ending on 
June 30 of the calendar year of issue or purchase, of the monthly average of 
the composite yield on seasoned corporate bonds, as published by Moody’s 
Investors Service, Inc.; 

(4) For other annuities with cash settlement options and. guaranteed 
interest contracts with cash settlement options, valued on a year of issue 
basis, except as stated in subdivision (d)(2), with guarantee duration of ten 
(10) years or less, the average over a period of twelve (12) months, ending on 
June 30 of the calendar year of issue or purchase, of the monthly average of 
the composite yield on seasoned corporate bonds, as published by Moody’s 
Investors Service, Inc.; 

(5) For other annuities with no cash settlement options and for guaran- 
teed interest contracts with no cash settlement options, the average over a 
period of twelve (12) months, ending on June 30 of the calendar year of issue 
or purchase, of the monthly average of the composite yield on seasoned 
corporate bonds, as published by Moody’s Investors Service, Inc.; or 

(6) For other annuities with cash settlement options and guaranteed 
interest contracts with cash settlement options, valued on a change in fund 
basis, except as stated in subdivision (d)(2), the average over a period of 
twelve (12) months, ending on June 30 of the calendar year of the change in 
the fund, of the monthly average of the composite yield on seasoned 
corporate bonds, as published by Moody’s Investors Service, Inc. 

(e) For alternative method for determining reference interest rates, in the 
event that the monthly average of the composite yield on seasoned corporate 
bonds is no longer published by Moody’s Investors Service, Inc., or in the event 
that the NAIC determines that the monthly average of the composite yield on 
seasoned corporate bonds as published by Moody’s Investors Service, Inc., is no 
longer appropriate for the determination of the reference interest rate, then an 
alternative method for determination of the reference interest rate adopted by 
the NAIC and approved by regulations promulgated by the commissioner may 
be substituted. 


History. Sections 56-1-904 — 56-1-913 are referred to 
Acts 2013, ch. 260, § 3. in § 56-1-902. 
. : This section is referred to in §§ 56-1-904, 
Section to Section References. 56-1-905, 56-1-907, 56-1-911. 


Sections 56-1-903 — 56-1-913 are referred to 
in § 56-1-918. 
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56-1-907. Reserve valuation method — Life insurance and endowment 
benefits. 


(a) Except as otherwise provided in §§ 56-1-908, 56-1-911 and 56-1-913, 
reserves according to the commissioner’s reserve valuation method, for the life 
insurance and endowment benefits of policies providing for a uniform amount 
of insurance and requiring the payment of uniform premiums, shall be the 
excess, if any, of the present value, at the date of valuation, of the future 
guaranteed benefits provided for by those policies, over the then present value 
of any future modified net premiums therefore. The modified net premiums for 
a policy shall be the uniform percentage of the respective contract premiums 
for the benefits such that the present value, at the date of issue of the policy, 
of all modified net premiums shall be equal to the sum of the then present 
value of the benefits provided for by the policy and the excess of subdivision 
(a)(1) over subdivision (a)(2), as follows: 

(1) Anet level annual premium equal to the present value, at the date of 
issue, of the benefits provided for after the first policy year, divided by the 
present value, at the date of issue, of an annuity of one (1) per annum 
payable on the first and each subsequent anniversary of the policy on which 
a premium falls due. However, the net level annual premium shall not 
exceed the net level annual premium on the nineteen-year premium whole 
life plan for insurance of the same amount at an age one (1) year higher than 
the age at issue of the policy; 

(2) Anet one-year term premium for the benefits provided for in the first 
policy year. 

(b) For a life insurance policy issued on or after January 1, 1986, for which 
the contract premium in the first policy year exceeds that of the second year 
and for which no comparable additional benefit is provided in the first year for 
the excess and which provides an endowment benefit or a cash surrender value 
or a combination in an amount greater than the excess premium, the reserve 
according to the commissioner’s reserve valuation method as of any policy 
anniversary occurring on or before the assumed ending date defined in this 
part as the first policy anniversary on which the sum of any endowment benefit 
and any cash surrender value then available is greater than the excess 
premium shall, except as otherwise provided in § 56-1-911, be the greater of 
the reserve as of the policy anniversary calculated as described in subsection 
(a) and the reserve as of the policy anniversary calculated as ele gt in 
subsection (a), but with: 

(1) The value defined in subdivision (a)(1) being reduced by fifteen percent 
(15%) of the amount of such excess first year premium; 

(2) All present values of benefits and premiums being determined without 
reference to premiums or benefits provided for by the policy after the 
assumed ending date; 

(3) The policy being assumed to mature on that date as an endowment; 
and 

(4) The cash surrender value provided on that date being considered as an 
endowment benefit. 

(c) In making the comparison the mortality and interest bases in §§ 56-1- 
904 and 56-1-906 shall be used. 
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(d) Reserves according to the commissioner’s reserve valuation method shall 
be calculated by a method consistent with subsections (a) and (b) for: 

(1) Life insurance policies providing for a varying amount of insurance or 
requiring the payment of varying premiums; 

(2) Group annuity and pure endowment contracts purchased under a 
retirement plan or plan of deferred compensation, established or maintained 
by an employer, including a partnership or sole proprietorship, or by an 
employee organization, or by both, other than a plan providing individual 
retirement accounts or individual retirement annuities under § 408 of the 
Internal Revenue Code (26 U.S.C. § 408), as amended; 

(3) Disability and accidental death benefits in all policies and contracts; 
and 

(4) All other benefits, except life insurance and endowment benefits in life 
insurance policies and benefits provided by all other annuity and pure 
endowment contracts. 


History. Sections 56-1-904 — 56-1-913 are referred to 
Acts 2013, ch. 260, § 3. in § 56-1-902. 
This section is referred to in §§ 56-1-904, 


Section to Section References. 56-1-905, 56-1-909, 56-1-911, 56-1-912. 


Sections 56-1-903 — 56-1-913 are referred to 
in § 56-1-918. 


56-1-908. Reserve valuation method — Annuity and pure endowment 
benefits. 


(a) This section shall apply to all annuity and pure endowment contracts 
other than group annuity and pure endowment contracts purchased under a 
retirement plan or plan of deferred compensation, established or maintained 
by an employer, including a partnership or sole proprietorship, or by an 
employee organization, or by both, other than a plan providing individual 
retirement accounts or individual retirement annuities under § 408 of the 
Internal Revenue Code (26 U.S.C. § 408), as amended. 

(b) Reserves according to the commissioners annuity reserve method for 
benefits under annuity or pure endowment contracts, excluding any disability 
and accidental death benefits in the contracts, shall be the greatest of the 
respective excesses of the present values, at the date of valuation, of the future 
guaranteed benefits, including guaranteed nonforfeiture benefits, provided for 
by the contracts at the end of each respective contract year, over the present 
value, at the date of valuation, of any future valuation considerations derived 
from future gross considerations, required by the terms of the contract, that 
become payable prior to the end of the respective contract year. The future 
guaranteed benefits shall be determined by using the mortality table, if any, 
and the interest rate, or rates, specified in the contracts for determining 
guaranteed benefits. The valuation considerations are the portions of the 
respective gross considerations applied under the terms of the contracts to 
determine nonforfeiture values. 
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History. Sections 56-1-904 — 56-1-913 are referred to 
Acts 2013, ch. 260, § 3. in § 56-1-902. 
i : This section is referred to in §§ 56-1-904, 
Section to Section References. 
Sections 56-1-903 — 56-1-913 are referred to 5671-905, 06-1907, 10O- 200, 06-1 Ed. 
in § 56-1-918. 


56-1-909. Minimum reserves. 


(a) In no event shall a company’s aggregate reserves for all life insurance 
policies, excluding disability and accidental death benefits, issued on or after 
March 13, 1978, be less than the aggregate reserves calculated in accordance 
with the methods set forth in §§ 56-1-907, 56-1-908, 56-1-911 and 56-1-912 
and the mortality table or tables and rate or rates of interest used in 
calculating nonforfeiture benefits for the policies. 

(b) In no event shall the aggregate reserves for all policies, contracts and 
benefits be less than the aggregate reserves determined by the appointed 
actuary to be necessary to render the opinion required by § 56-1-903. 


History. Sections 56-1-904 — 56-1-913 are referred to 
Acts 2013, ch. 260, § 3. in § 56-1-902. 


Section to Section References. 
Sections 56-1-903 — 56-1-913 are referred to 
in § 56-1-918. 


56-1-910. Optional reserve calculation. 


(a) Reserves for policies and contracts issued prior to March 138, 1978, may 
be calculated, at the option of the company, according to any standards that 
produce greater aggregate reserves for all such policies and contracts than the 
minimum reserves required by the laws in effect immediately prior to March 
13, 1978. 

(b) Reserves for any category of policies, contracts or benefits established by 
the commissioner, issued on or after March 13, 1978, may be calculated, at the 
option of the company, according to any standards that produce greater 
aggregate reserves for the category than those calculated according to the 
minimum standard provided in this part, but the rate or rates of interest used 
for policies and contracts, other than annuity and pure endowment contracts, 
shall not be greater than the corresponding rate or rates of interest used in 
calculating any nonforfeiture benefits provided in the policies or contracts. 

(c) Acompany, which adopts at any time a standard of valuation producing 
greater aggregate reserves than those calculated according to the minimum 
standard provided under this part may adopt a lower standard of valuation 
with the approval of the commissioner, but not lower than the minimum 
provided herein; provided that, for the purposes of this section, the holding of 
additional reserves previously determined by the appointed actuary to be 
necessary to render the opinion required by § 56-1-903 shall not be deemed to 
be the adoption of a higher standard of valuation. 
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History. Sections 56-1-904 — 56-1-913 are referred to 
Acts 2013, ch. 260, § 3. in § 56-1-902. 


Section to Section References. 
Sections 56-1-903 — 56-1-913 are referred to 
in § 56-1-918. 


56-1-911. Reserve calculation — Valuation net premium exceeding the 
gross premium charged. 


(a) If in any contract year the gross premium charged by a company on a 
policy or contract is less than the valuation net premium for the policy or 
contract calculated by the method used in calculating the reserve but using the 
minimum valuation standards of mortality and rate of interest, the minimum 
reserve required for the policy or contract shall be the greater of either the 
reserve calculated according to the mortality table, rate of interest and method 
actually used for the policy or contract; or the reserve calculated by the method 
actually used for the policy or contract but using the minimum valuation 
standards of mortality and rate of interest and replacing the valuation net 
premium by the actual gross premium in each contract year for which the 
valuation net premium exceeds the actual gross premium. The minimum 
valuation standards of mortality and rate of interest referred to in this section 
are those standards stated in §§ 56-1-904 and 56-1-906. 

(b) For a life insurance policy issued on or after January 1, 1986, for which 
the gross premium in the first policy year exceeds that of the second year and 
for which no comparable additional benefit is provided in the first year for the 
excess and which provides an endowment benefit or a cash surrender value, or 
a combination, in an amount greater than the excess premium, subsection (a) 
shall be applied as if the method actually used in calculating the reserve for the 
policy were the method described in § 56-1-907, without consideration of 
§ 56-1-907(b). The minimum reserve at each policy anniversary of such a 
policy shall be the greater of the minimum reserve calculated in accordance 
with § 56-1-907, including § 56-1-907(b), and the minimum reserve calculated 
in accordance with this section. 


History. Sections 56-1-904 — 56-1-913 are referred to 
Acts 2013, ch. 260, § 3. in § 56-1-902. 

Section to Section References. oelh aie ote eaten ae nee SP 208, 
Sections 56-1-903 — 56-1-913 are referred to ’ 4 4 

in § 56-1-918. 


56-1-912. Reserve calculation — Indeterminate premium plans. 


In the case of a plan of life insurance that provides for future premium 
determination, the amounts of which are to be determined by the insurance 
company based on then estimates of future experience, or in the case of a plan 
of life insurance or annuity that is of such a nature that the minimum reserves 
cannot be determined by the methods described in §§ 56-1-907, 56-1-908 and 
56-1-911, the reserves that are held under the plan shall, as determined by 
regulations promulgated by the commissioner: 

(1) Be appropriate in relation to the benefits and the pattern of premiums 
for that plan; and 
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(2) Be computed by a method that is consistent with the principles of this 
part. 


History. Sections 56-1-904 — 56-1-913 are referred to 
Acts 20138, ch. 260, § 3. in § 56-1-902. 


ohids ety RRL Hi RePaarom acess This section is referred to in § 56-1-909. 


Sections 56-1-903 — 56-1-913 are referred to 
in § 56-1-918. 


56-1-913. Minimum standard for accident and health insurance con- 
tracts. 


(a) For accident and health insurance contracts issued on or after the 
operative date of the valuation manual, the standard prescribed in the 
valuation manual is the minimum standard of valuation required under 
§ 56-1-902(b). 

(b) For disability, accident and sickness, accident and health insurance 
contracts issued on or after January 1, 1962, and prior to the operative date of 
the valuation manual, the minimum standard of valuation is the standard 
adopted by the commissioner by regulation. 


History. Sections 56-1-904 — 56-1-913 are referred to 
Acts 2013, ch. 260, § 3. in § 56-1-902. 

Section to Section References. ae ce ial is referred to In 33 06-1-904, 
Sections 56-1-903 — 56-1-913 are referred to , 

in § 56-1-918. 


56-1-914. Valuation manual for policies issued on or after the opera- 
tive date of the valuation manual. 


(a) For policies issued on or after the operative date of the valuation 
manual, the standard prescribed in the valuation manual is the minimum 
standard of valuation required under § 56-1-902(b), except as provided under 
subsections (e) or (g). 

(b) The operative date of the valuation manual is January 1 of the first 
calendar year following the first July 1 as of which all of the following have 
occurred: 

(1) The valuation manual has been adopted by the NAIC by an affirmative 
vote of at least forty-two (42) members, or three-fourths (%4) of the members 
voting, whichever is greater; 

(2) The Standard Valuation Law, as amended by the NAIC in 2009, or 
legislation including substantially similar terms and provisions, has been 
enacted by states representing greater than seventy-five percent (75%) of the 
direct premiums written as reported in the following annual statements 
submitted for 2008: life, accident and health annual statements; health 
annual statements; or fraternal annual statements; 

(3) The Standard Valuation Law, as amended by the NAIC in 2009, or 
legislation including substantially similar terms and provisions, has been 
enacted by at least forty-two (42) of the following fifty-five (55) jurisdictions: 
The fifty (50) states of the United States, American Samoa, the American 
Virgin Islands, the District of Columbia, Guam and Puerto Rico. 
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(c) Unless a change in the valuation manual specifies a later effective date, 
changes to the valuation manual shall be effective on January 1 following the 
date when the change to the valuation manual has been adopted by the NAIC 
by an affirmative vote representing: 

(1) At least three-fourths (34) of the members of the NAIC voting, but not 
less than a majority of the total membership; and 

(2) Members of the NAIC representing jurisdictions totaling greater than 
seventy-five percent (75%) of the direct premiums written as reported in the 
following annual statements most recently available prior to the vote in 
subdivision (c)(1): life, accident and health annual statements, health 
annual statements or fraternal annual statements. 

(d) The valuation manual shall specify all of the following: 

(1) Minimum valuation standards for and definitions of the policies or 
contracts subject to § 56-1-902(b). Such minimum valuation standards shall 
be: 

(A) The commissioner’s reserve valuation method for life insurance 
contracts, other than annuity contracts, subject to § 56-1-902(b); 

(B) The commissioner’s annuity reserve valuation method for annuity 
contracts subject to § 56-1-902(b); and 

(C) Minimum reserves for all other policies or contracts subject to 

§ 56-1-902(b); 

(2) Which policies or contracts or types of policies or contracts that are 
subject to the requirements of a principle-based valuation in § 56-1-915(a) 
and the minimum valuation standards consistent with those requirements; 

(3) For policies and contracts subject to a principle-based valuation under 
§ 56-1-915: 

(A) Requirements for the format of reports to the commissioner under 

§ 56-1-915(b)(2) and which shall include information necessary to deter- 

mine if the valuation is appropriate and in compliance with this part; 

(B) Assumptions shall be prescribed for risks over which the company 
does not have significant control or influence; and 

(C) Procedures for corporate governance and oversight of the actuarial 
function, and a process for appropriate waiver or modification of such 
procedures; 

(4) For policies not subject to a principle-based valuation under § 56-1- 
915, the minimum valuation standard shall either: 

(A) Be consistent with the minimum standard of valuation prior to the 
operative date of the valuation manual; or 

(B) Develop reserves that quantify the benefits and guarantees, and the 
funding, associated with the contracts and their risks at a level of 
conservatism that reflects conditions that include unfavorable events that 
have a reasonable probability of occurring; 

(5) Other requirements, including, but not limited to, those relating to 
reserve methods, models for measuring risk, generation of economic sce- 
narios, assumptions, margins, use of company experience, risk measure- 
ment, disclosure, certifications, reports, actuarial opinions and memoran- 
dums, transition rules and internal controls; and 

(6) The data and form of the data required under § 56-1-916, with whom 
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the data must be submitted, and may specify other requirements including 

data analyses and reporting of analyses. 

(e) In the absence of a specific valuation requirement or if a specific 
valuation requirement in the valuation manual is not, in the opinion of the 
commissioner, in compliance with this part, then the company shall, with 
respect to such requirements, comply with minimum valuation standards 
prescribed by the commissioner by regulation. 

(f) The commissioner may engage a qualified actuary, at the expense of the 
company, to perform an actuarial examination of the company and opine on the 
appropriateness of any reserve assumption or method used by the company, or 
to review and opine on a company’s compliance with any requirement set forth 
in this part. The commissioner may rely upon the opinion, regarding provisions 
contained within this part, of a qualified actuary engaged by the commissioner 
of another state, district or territory of the United States. As used in this 
subsection (f), “engage” includes employment and contracting. 

(g) The commissioner may require a company to change any assumption or 
method that in the opinion of the commissioner is necessary in order to comply 
with the requirements of the valuation manual or this part; and the company 
shall adjust the reserves as required by the commissioner. The commissioner 
may take other disciplinary action as permitted pursuant to § 56-2-305 and 
the Uniform Administrative Procedures Act, compiled in title 4, chapter 5. 


History. 
Acts 2018, ch. 260, § 3. 


Section to Section References. 
This section is referred to in §§ 56-1-902, 
56-1-917, 56-1-918, 56-7-401. 


56-1-915. Requirements of a principle-based valuation. 


(a) A company shall establish reserves using a principle-based valuation 
that meets the following conditions for policies or contracts as specified in the 
valuation manual: 

(1) Quantify the benefits and guarantees, and the funding, associated 
with the contracts and their risks at a level of conservatism that reflects 
conditions that include unfavorable events that have a reasonable probabil- 
ity of occurring during the lifetime of the contracts. For policies or contracts 
with significant tail risk, reflects conditions appropriately adverse to quan- 
tify the tail risk; 

(2) Incorporate assumptions, risk analysis methods and financial pidels 
and management techniques that are consistent with, but not necessarily 
identical to, those utilized within the company’s overall risk assessment 
process, while recognizing potential differences in financial reporting struc- 
tures and any prescribed assumptions or methods; 

(3) Incorporate assumptions that are derived in one (1) of the following 
manners: 

(A) The assumption is prescribed in the valuation manual; 

(B) For assumptions that are not prescribed, the assumptions shall: 
(i) Be established utilizing the company’s available experience to the 

extent it is relevant and statistically credible; or 
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(ii) To the extent that company data is not available, relevant, or 
statistically credible, be established utilizing other relevant, statisti- 
cally credible experience; 

(4) Provide margins for uncertainty including adverse deviation and 
estimation error, such that the greater the uncertainty the larger the margin 
and resulting reserve. 

(b) Acompany using a principle-based valuation for one (1) or more policies 
or contracts subject to this section as specified in the valuation manual shall: 

(1) Establish procedures for corporate governance and oversight of the 
actuarial valuation function consistent with those described in the valuation 
manual; 

(2) Provide to the commissioner and the board of directors an annual 
certification of the effectiveness of the internal controls with respect to the 
principle-based valuation. Such controls shall be designed to assure that all 
material risks inherent in the liabilities and associated assets subject to 
such valuation are included in the valuation, and that valuations are made 
in accordance with the valuation manual. The certification shall be based on 
the controls in place as of the end of the preceding calendar year; 

(3) Develop, and file with the commissioner upon request, a principle- 
based valuation report that complies with standards prescribed in the 
valuation manual. 

(c) A principle-based valuation may include a prescribed formulaic reserve 
component. 


History. 
Acts 2018, ch. 260, § 3. 


Section to Section References. 
This section is referred to in §§ 56-1-901, 
56-1-902, 56-1-914, 56-1-917. 


56-1-916. Experience reporting for policies in force on or after the 
operative date of the valuation manual. 


A company shall submit mortality, morbidity, policyholder behavior, or 
expense experience and other data as prescribed in the valuation manual. 


History. 
Acts 2013, ch. 260, § 3. 


Section to Section References. 
This section is referred to in §§ 56-1-914, 
56-1-917. 


56-1-917. Confidentiality. 


(a) For purposes of this section, “confidential information” means: 

(1) Amemorandum in support of an opinion submitted under § 56-1-903 
and any other documents, materials and other information, including, but 
not limited to, all working papers, and copies thereof, created, produced or 
obtained by or disclosed to the commissioner or any other person in 
connection with such memorandum; 

(2) All documents, materials and other information, including, but not 
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limited to, all working papers and copies thereof, created, produced or 
obtained by or disclosed to the commissioner or any other person in the 
course of an examination made under § 56-1-914(f); provided, however, that 
if an examination report or other material prepared in connection with an 
examination made under § 56-1-411 is not held as private and confidential 
information under § 56-1-411, an examination report or other material 
prepared in connection with an examination made under § 56-1-914(f) shall 
not be confidential information to the same extent as if such examination 
report or other material had been prepared under § 56-1-411; 

(3) Any reports, documents, materials and other information developed by 
a company in support of, or in connection with, an annual certification by the 
company under § 56-1-915(b)(2) evaluating the effectiveness of the compa- 
ny’s internal controls with respect to a principle-based valuation and any 
other documents, materials and other information, including, but not limited 
to, all working papers and copies thereof, created, produced or obtained by or 
disclosed to the commissioner or any other person in connection with such 
reports, documents, materials and other information; 

(4) Any principle-based valuation report developed under § 56-1- 
915(b)(3) and any other documents, materials and other information, includ- 
ing, but not limited to, all working papers and copies thereof, created, 
produced or obtained by or disclosed to the commissioner or any other person 
in connection with such report; and 

(5) Any documents, materials, data and other information submitted by a 
company under § 56-1-916, collectively, experience data, and any other 
documents, materials, data and other information, including, but not limited 
to, all working papers, and copies thereof, created or produced in connection 
with such experience data, in each case that include any potentially 
company-identifying or personally identifiable information, that is provided 
to or obtained by the commissioner (together with any experience data, the 
experience materials) and any other documents, materials, data and other 
information, including, but not limited to, all working papers, and copies 
thereof, created, produced or obtained by or disclosed to the commissioner or 
any other person in connection with such experience materials. 

(b) For privilege for, and confidentiality of, confidential information: 

(1) Except as provided in this section, a company’s confidential informa- 
tion is confidential by law and privileged, and shall not be subject to 
§ 10-7-503 or § 56-1-602, shall not be subject to subpoena and shall not be 
subject to discovery or admissible in evidence in any private civil action; 
provided, however, that the commissioner is authorized to use the confiden- 
tial information in the furtherance of any regulatory or legal action brought 
against the company as a part of the commissioner’s official duties; 

(2) Neither the commissioner nor any person who received confidential 
information while acting under the authority of the commissioner shall be 
permitted or required to testify in any private civil action concerning any 
confidential information; 

(3) In order to assist in the performance of the commissioner’s duties, the 
commissioner may share confidential information: 

(A) With other state, federal and international regulatory agencies and 
with the NAIC and its affiliates and subsidiaries; 
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(B) In the case of confidential information specified in subdivisions 
(a)(1) and (4) only, with the Actuarial Board for Counseling and Discipline 
or its successor upon request stating that the confidential information is 
required for the purpose of professional disciplinary proceedings and with 
state, federal and international law enforcement officials; and 

(C) Provided that such recipient agrees, and has the legal authority to 
agree, to maintain the confidentiality and privileged status of such 
documents, materials, data and other information in the same manner 
and to the same extent as required for the commissioner; 

(4) The commissioner may receive documents, materials, data and other 
information, including otherwise confidential and privileged documents, 
materials, data or information, from the NAIC and its affiliates and 
subsidiaries, from regulatory or law enforcement officials of other foreign or 
domestic jurisdictions and from the Actuarial Board for Counseling and 
Discipline or its successor and shall maintain as confidential or privileged 
any document, material, data or other information received with notice or 
the understanding that it is confidential or privileged under the laws of the 
jurisdiction that is the source of the document, material or other 
information; 

(5) The commissioner may enter into agreements governing sharing and 
use of information consistent with this subsection (b); 

(6) No waiver of any applicable privilege or claim of confidentiality in the 
confidential information shall occur as a result of disclosure to the commis- 
sioner under this section or as a result of sharing as authorized in 
subdivision (b)(3); 

(7) A privilege established under the law of any state or jurisdiction that 
is substantially similar to the privilege established under this subsection (b) 
shall be available and enforced in any proceeding in, and in any court of, this 
state; 

(8) In this section, “regulatory agency,” “law enforcement agency” and 
“NAIC” include, but are not limited to, their employees, agents, consultants 
and contractors. 

(c) Notwithstanding subsection (b), any confidential information specified in 
subdivisions (a)(1) and (4): 

(1) May be subject to subpoena for the purpose of defending an action 
seeking damages from the appointed actuary submitting the related memo- 
randum in support of an opinion submitted under § 56-1-903 or principle- 
based valuation report developed under § 56-1-915(b)(3) by reason of an 
action required pursuant to this part or by regulations promulgated by the 
commissioner; 

(2) May otherwise be released by the commissioner with the written 
consent of the company; and 

(3) Once any portion of a memorandum in support of an opinion submit- 
ted under § 56-1-903 or a principle-based valuation report developed under 
§ 56-1-915(b)(3) is cited by the company in its marketing or is publicly 
volunteered to or before a governmental agency other than a state insurance 
department or is released by the company to the news media, all portions of 
such memorandum or report shall no longer be confidential. 


56-1-918 


History. 


Acts 2013, ch. 260, § 3. 
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Cross-References. 
Confidentiality of public records, § 10-7-504. 


56-1-918. Single state exemption. 


(a) The commissioner may exempt specific product forms or product lines of 
a domestic company that is licensed and doing business only in this state from 
§ 56-1-914; provided, that: 
(1) The commissioner has issued an exemption in writing to the company 
and has not subsequently revoked the exemption in writing; and 
(2) The company computes reserves using assumptions and methods used 


prior 


to the operative date of the valuation manual in addition to any 


requirements established by the commissioner and promulgated by regula- 


tion. 


(b) For any company granted an exemption under this section, §§ 56-1-903 
— 56-1-913 shall be applicable. With respect to any company applying this 
exemption, any reference to § 56-1-914 found in §§ 56-1-903 — 56-1-913 shall 
not be applicable. 


History. 


Acts 2013, ch. 260, § 3. 


56-1-919. Conflicts with other laws — Applicability date. 


To the extent that this part conflicts with or is inconsistent with any law, this 
part shall control. This part shall apply to policies and contracts issued on or 
after January 1, 1962. 


History. 


Acts 2013, ch. 260, § 3. 


Section 


56-2-101. 
56-2-102. 


56-2-103. 


56-2-104. 
56-2-105. 
56-2-106. 
56-2-107. 
56-2-108. 
56-2-109. 
56-2-110. 
56-2-111. 
56-2-112. 
56-2-113. 
56-2-114. 
56-2-115. 
56-2-116. 


CHAPTER 2 
INSURANCE COMPANIES 


Part 1. General Requirements for Doing Business 


Applicability to foreign and domestic companies. 

Requisites for commencing business — Foreign insurance companies qualifying as 
domestic corporations — Foreign credit life reinsurance companies. 

Qualifications necessary to do business — Commissioner to accept process — Deposit of 
securities. . 

Contents of statement — Deposits. 

Certificate of authority required — Exceptions. 

Certificate of exemption. 

Acts of unauthorized insurers constituting doing business in state. 

Violation of § 56-2-105 — Penalty. 

No action to be maintained without certificate of authority. 

Injunction to prevent violation of § 56-2-105. 

Liability for tax on gross premium. 

Deposits in trust to secure policyholders. 

Period of organization before admission of foreign companies — Exceptions. 

Capital requirements for insurance combinations and reinsurance. 

Additional surplus requirement. 

Exemption of previously licensed companies — Termination of exemption for foreign 
insurance companies. 
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Section 


56-2-117. 
56-2-118. 
56-2-119. 
56-2-120. 
56-2-121. 
56-2-122. 


56-2-123. 
56-2-124. 
56-2-125. 


56-2-126. 


56-2-201. 
56-2-202. 
56-2-203. 
56-2-204. 
56-2-205. 
56-2-206. 
56-2-207. 
56-2-208. 
56-2-209. 
56-2-210. 


56-2-301. 
56-2-302. 
56-2-303. 
56-2-304. 
56-2-305. 


56-2-401. 
56-2-402. 
56-2-403. 
56-2-404. 
56-2-405. 
56-2-406. 
56-2-407. 
56-2-408. 
56-2-409. 
56-2-410. 
56-2-411. 
56-2-412. 


56-2-501. 


56-2-502. 
56-2-503. 
56-2-504. 


56-2-505. 
56-2-506. 
56-2-507. 


56-2-508. 
56-2-509. 


56-2-601. 


INSURANCE COMPANIES 


[Repealed.] 

Address and phone number of policyholder service office outside state. 

Insurance company’s address to appear on insurance policy. 

Insurers — Financial requirements — Hearings. 

Exempt entities. 

Nonprofit health maintenance organization as subsidiary of certain hospital corpora- 
tions. 

Confirmation of verbal authorization for medical care. 

Hold harmless requirements prohibited. 

Establishment and maintenance of an all payer claims database — Establishment of 
Tennessee health information committee. 

Service contracts not to be construed as business of insurance. 


Part 2. Kinds of Insurance 


Definitions of kinds of insurance. 

Kinds of property insurance authorized. 

Life insurance — Annuity or contract loans — Trusts accepted and executed. 

Casualty, accident, sickness, theft and marine insurance. 

Insurance company may exercise one or all branches of authorized business. 

Companies on Lloyd’s plan authorized to do business. 

Reinsurance contracts — Liability of ceding and assuming insurers. 

Credit for reinsurance — Reduction from liability for reinsurance. 

Assuming insurers — Determination of financial condition. 

Responsibilities and obligations of limited credit life and credit accident and health 
reinsurer. 


Part 3. Rules and Regulations 


Promulgation of rules and regulations. 

Notice of hearing on issuance of cease and desist order. 
Hearings. 

Cease and desist orders. 

Violations — Commissioner’s orders — Penalties. 


Part 4. Foreign and Alien Insurance Companies 


Alien government controlled companies excluded — Definition. 

Issuance of license to company controlled by foreign government prohibited. 
Penalty for violations. 

Foreign government controlled company as public nuisance — Injunction. 
Admission of companies of other countries — Deposits. 

Trustees of companies of other countries. 

Revocation of authority of foreign companies. 

Licenses of foreign insurance companies expire on July 1. 

Renewal of license of foreign fire or marine companies — Terms. 
Revocation of license of fire or marine companies — Reinstatement. 
Citizens procuring insurance with foreign companies — Liability for taxes. 
Retaliatory provisions — Dividing commissions between agents. 


Part 5. Service of Process 


Service and acknowledgment of service of process against incorporated domestic 
insurance companies. 

Service of process on foreign and alien companies — Definitions. 

Commissioner as attorney for purpose of process. 

Any lawful process may be served on commissioner or secretary of state — Require- 
ments. 

Unauthorized insurers doing business constitutes secretary of state as attorney for 
service of process. 

Method of service — Notice to defendant — Filing with clerk. 

Continuance may be granted — Motion to quash or set aside service. 

Time allowed before judgment. 

Provisions supplemental. 


Part 6. Unauthorized Insurers Process Act 
Short title. 
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Section 

56-2-602. Acts constituting commissioner as attorney for service of process. 

56-2-603. Method of service — Notice to defendant. 

56-2-604. Personal service on agent or representative — Copy of process to defendant — Filing 


56-2-605. 
56-2-606. 
56-2-607. 
56-2-608. 
56-2-609. 


56-2-701. 
56-2-702. 
56-2-703. 
56-2-704. 


56-2-801. 


with clerk. 
Time allowed before judgment. 
Provisions supplemental. 
Defense by insurer — Bond or certificate of authority. 
Discretionary continuances. 
Motions to quash or set aside service. 


Part 7. Enforcement of Decisions and Orders 


Enforcement of orders or decisions against unauthorized insurers. 
Part definitions. 

List of reciprocal states. 

Enforcement of foreign decrees. 


Part 8. Confidential Information 


Sharing of confidential information. 


PART 1 


GENERAL REQUIREMENTS FOR DOING BUSINESS 


56-2-101. Applicability to foreign and domestic companies. 


This section, §§ 56-2-102 — 56-2-104, 56-2-113 — 56-2-115, 56-2-201, and 
56-2-301 shall be applicable to both domestic and foreign insurance companies 
unless otherwise specifically provided in a particular section or subsection. 


History. 


Acts 1955, ch. 18, § 1; T-C.A., §§ 56-302, 


56-201. 


Cross-References. 
Indemnified employee welfare benefit plans, 
ch. 40 of title 56. 


This part is referred to in § 56-16-107. 

Sections 56-2-101 — 56-2-104 are referred to 
in §§ 56-19-124, 56-20-117. 

Sections 56-2-101 — 56-2-103 are referred to 
in § 56-2-104, 56-2-116, 56-2-405. 

This section is referred to in §§ 56-2-102, 
56-2-301, 56-16-1038. 


Section to Section References. 


Chapters 2-4 are referred to in §§ 56-1-102, 


56-1-801. 


This chapter is referred to in §§ 34-1-101, 


Textbooks. 
Tennessee Jurisprudence, 15 Tenn. Juris., 
Insurance, § 4. 


56-1-501, 56-7-207, 56-43-114, 68-102-115. 


56-2-102. Requisites for commencing business — Foreign insurance 


companies qualifying as domestic corporations — Foreign 
credit life reinsurance companies. 


(a) No domestic insurance company or foreign insurance company shall 


commence business in this state until it has complied with § 56-2-101, this 
section, §§ 56-2-103, 56-2-104, 56-2-113 — 56-2-115, 56-2-201, and 56-2-301, 
and has received from the commissioner a certificate of authority to do 
business. 

(b) Any company organized under the laws of any other state or country, and 
that is admitted to do business in this state for the purpose of writing 
insurance authorized by this chapter, upon complying with all of the require- 
ments of law relative to the organization of domestic insurance companies and 
payment of fees by like domestic insurance corporations, and designating its 
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principal place of business at a place in this state, may become a domestic 
corporation and be entitled to like certificates of its corporate existence and 
license to transact business in this state, and be subject in all respects to the 
authority and jurisdiction of this state. 

(c) A foreign credit life reinsurance company that meets the capital require- 
ments of § 56-2-114(b) and that has at least fifty percent (50%) of its 
outstanding voting stock owned by persons or entities domiciled in this state, 
shall be entitled to obtain certificates of its corporate existence and shall be 
licensed to transact its business in this state, and be subject in all respects to 
the authority and jurisdiction of this state, if the following conditions are met: 

(1) Approval by the commissioner of commerce and insurance in its state 
of domicile to change its state of domicile to this state; 

(2) Submission to the Tennessee commissioner of commerce and insur- 
ance of a certificate of good standing from its state of domicile; 

(3) Compliance with all of the requirements of law relative to the 
organization of domestic insurance companies and payment of fees required 
by domestic insurance companies; and 

(4) Designation of a place in this state as its principal place of business. 


Sections 56-2-101 — 56-2-103 are referred to 
in §§ 56-2-104, 56-2-116, 56-2-405. 


History. 
Acts 1895, ch. 160, § 9; Shan., § 3292; Code 


1932, § 6107; C. Supp. 1950, § 6107; Acts 
1951, ch. 212, § 1; mod. T.C.A. (orig. ed.), 
§ 56-301; Acts 1955, ch. 18, § 1; 1978, ch. 511, 
§ 1; T.C.A., § 56-202; Acts 1988, ch. 667, § 2. 


Cross-References. 

Foreign fraternal benefit society, qualifica- 
tions for admission to state, § 56-25-605. 

Mutual or assessment fire insurance compa- 
nies, § 56-20-101. 

Unlawful to enter contracts without certifi- 


Sections 56-2-102 — 56-2-104 are referred to 
in § 56-2-101. 
This section is referred to in § 56-6-502. 


Collateral References. 

Public officials or their bonds, personal liabil- 
ity of, for permitting insurance company to 
engage or continue in business without comply- 
ing with statutory requirements. 131 A.L.R. 
275. 


cate of authority, § 56-2-105. 


Section to Section References. 
Sections 56-2-101 — 56-2-104 are referred to 
in §§ 56-19-124, 56-20-117. 


56-2-103. Qualifications necessary to do business — Commissioner to 
accept process — Deposit of securities. 


(a) No domestic or foreign insurance company shall be qualified and 
authorized to do business in this state until: 

(1) It files or deposits with the commissioner a properly certified copy of 
its charter or deed of settlement and, if a foreign insurance company, a 
statement of its financial condition and business on December 31 preceding 
the date on which it applies for permission to transact business, in the form 
and detail the commissioner requires, signed and sworn to by its president 
_and secretary, or other proper officers, and pays for the filing of the copy and 
statement the sum of one hundred dollars ($100). If it is a foreign insurance 
corporation, it shall also file and deposit with the commissioner a certified 
statement of the secretary of state to the effect that its name complies with 
the requirements of title 48, chapter 14 or title 48, chapter 54, as applicable; 

(2) It satisfies the commissioner that it is fully and legally organized 
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under the laws of the state or foreign nation of its incorporation, and that it 
possesses and maintains the amount of capital, if a stock company, or 
surplus funds, if a mutual, reciprocal or Lloyd’s plan insurer, required by 
§ 56-2-114 and the amount of additional surplus required by § 56-2-115, to 
do the kind or kinds of business it proposes to transact; 

(3) It, by duly executed instrument filed in the commissioner’s office, 
constitutes and appoints the commissioner, the commissioner’s chief deputy, 
or their successors, its true and lawful attorneys upon either of whom all 
lawful process in any action or legal proceeding against it may be served, and 
in the instrument agrees that any lawful process against it, which may be 
served upon its attorney, shall be of the same force and validity as if served 
on the company, and that the authority of the instrument shall continue in 
force, irrevocably, as long as any liability of the company remains outstand- 
ing in this state. Any process issued by any court of record in this state and 
served upon the commissioner or the commissioner’s chief deputy by the 
proper officer of the county in which the commissioner or the chief deputy 
may have an office shall be deemed a sufficient process on the company, and 
it is the duty of the commissioner or the chief deputy, promptly, after service 
of process by any claimant, to forward, by registered mail, an exact copy of 
the notice to the company. Service of process from any county in this state 
upon the commissioner or the chief deputy by the proper officer of the county 
in which the commissioner or the chief deputy may have an office shall 
establish proper venue in the county from which the process was issued, if 
the plaintiff resides in that county, whether the insurance company has an 
office or agency located in one (1) or more other counties of this state or not; 

(4)(A) Ifitis a foreign stock or mutual life insurance company, it satisfies 

the commissioner that it has and shall maintain on deposit with the state 

treasurer, or with the proper officer of some other state, securities in the 
actual cash value of at least two hundred thousand dollars ($200,000) 
consisting of bonds of the United States, or any agency or instrumentality 
of the United States, which have been included in the three (3) highest 
grades by any of the recognized securities rating firms, bonds of this state, 
bonds of the state of domicile, or bonds publicly issued by any solvent 
institution created or existing under the laws of the United States or any 
state of the United States, which have been included in the three (3) 
highest grades by any of the recognized securities rating firms, and the 
company files with the commissioner the certificate of the official with 
whom the securities are deposited, stating the time and amount, and that 
_ the official is satisfied that they are worth two hundred thousand dollars 
($200,000) and that the deposit is made with the official by the company 
for the protection of all policyholders and creditors in the United States; 
(B) Notwithstanding subdivision (a)(4)(A), the commissioner may de- 
cline to accept as a deposit any specific issue of securities that the 
commissioner has determined may not provide the necessary protection to 
policyholders and creditors in the United States; 

(5) If it is a foreign insurance company, it files a report of its real estate 
holdings, if required by the commissioner in the commissioner’s discretion, 
so as to give the information required concerning domestic life insurance 
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companies in § 56-3-305. The commissioner may refuse to admit and 
authorize a foreign insurance company to do business in this state in the 
event its land and the building or buildings on the land in which it has its 
principal office, and its other real property used in the transaction of 
insurance business, exceeds the maximum percentage of its admitted assets 
prescribed for domestic life insurance companies in § 56-3-305; and 
(6) The commissioner shall not approve any articles of incorporation or 
issue a certificate of authority to any company until finding that: 
(A) The company has submitted a plan of operation; and 
(B) The incorporators, directors and proposed officers are of known good 
character and there is no good reason to believe that they are affiliated, 
directly or indirectly, through ownership, control, management, reinsur- 
ance transactions or other insurance or business relations with any person 
or persons known to have been involved in the improper manipulation of 
assets, accounts, reinsurance, or any matter inimical to the business of 


insurance. 


(b) The commissioner is authorized to promulgate rules and regulations the 
commissioner deems reasonable and necessary requiring the furnishing of 
information relative to election or appointment of new officers and directors by 
insurance companies licensed to do business in this state. If, after a hearing 
afforded the officer or director and the insurance company, the commissioner 
finds that the officer or director is incompetent, untrustworthy, or of known bad 
character, the commissioner may order the removal of the person as an officer 
or director of the insurance company. If the insurance company does not 
comply with the removal order within thirty (30) days after its receipt of the 
order, the commissioner may suspend the insurance company’s certificate of 
authority to do business in this state until such time as the company is in 


compliance with the order. 


History. 

Acts 1895, ch. 160, § 9; 1901, ch. 131, § 1; 
1907, ch. 493, § 1; Shan., § 3292; Code 1932, 
§ 6107; Acts 1947, ch. 223, § 1; C. Supp. 1950, 
§ 6107; Acts 1951, ch. 212, § 1; T.C.A. (orig. 
ed.), §§ 56-302, 56-303, 56-307, 56-308; Acts 
1955, ch. 18, § 1; 1957, ch. 5, § 1; 1957, ch. 8, 
§ 1; 1967, ch. 24, § 1; 1967, ch. 31, §§ 3, 4; 
1967, ch. 180, § 1; 1967, ch. 352, § 1; 1968, ch. 
523, § 1(17.05); impl. am. Acts 1971, ch. 137, 
§ 2; T.C.A., § 56-203; Acts 1984, ch. 617, § 1. 


Cross-References. 

Certified mail instead of registered mail, § 1- 
3-111. 

Commissioner as attorney for receipt of pro- 
cess, § 56-2-503. 

Secretary of state as attorney for receipt of 
process, § 56-2-505. 


Section to Section References. 
Sections 56-2-101 — 56-2-104 are referred to 
in §§ 56-19-124, 56-20-117. , 


Sections 56-2-101 — 56-2-103 are referred to 
in §§ 56-2-104, 56-2-116, 56-2-405. 

Sections 56-2-102 — 56-2-104 are referred to 
in § 56-2-101. 

This section is referred to in §§ 48-15-104, 
48-208-104, 48-249-112, 56-2-102, 56-2-115, 56- 
2-301, 56-2-503, 56-15-103, 56-23-101, 61-2- 
105. 


Textbooks. 

Gibson’s Suits in Chancery (7th ed., Inman), 
$133; 

Tennessee Jurisprudence, 7 Tenn. Juris., 
Corporations, § 106; 15 Tenn. Juris., Insur- 
ance, §§ 2—5; 24 Tenn. Juris., Venue, § 4. 


Law Reviews. 

Tennessee Workers’ Compensation — Where 
Is the Proper Venue? (D. Andrew Byrne, Ted C. 
Raynor), 20 Mem. St. U. L. Rev. 189 (1990). 
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56-2-104. Contents of statement — Deposits. 


(a) Any domestic company shall satisfy the commissioner that: 
(1) It is fully and legally organized under the laws of this state to do the 

business it proposes to transact; 
(2)(A) If it is a stock life insurance company or a mutual life insurance 
company, it has and will maintain on deposit with the state treasurer, or 
with such other officer designated by law, at least two hundred thousand 
dollars ($200,000) in cash or its equivalent; but the commissioner may, in 
the commissioner’s discretion, accept as an equivalent bonds of the United 
States, or any agency or instrumentality of the United States, which have 
been included in the three (3) highest grades by any of the recognized 
securities rating firms, bonds of this state, bonds of the state of domicile, 
or bonds publicly issued by any solvent institution created or existing 
under the laws of the United States or any state of the United States, 
which have been included in the three (3) highest grades by any of the 
recognized securities rating firms; 

(B) Notwithstanding subdivision (a)(2)(A), the commissioner may de- 
cline to accept as a deposit any specific issue of securities that the 
commissioner has determined may not provide the necessary protection to 
policyholders and creditors in the United States; 

(C)G) The company shall likewise be required to file with the commis- 
sioner the certificate of the official with whom the securities are 
deposited, stating the time and amount of bonds of the United States, or 
any agency or instrumentality of the United States, which have been 
included in the three (3) highest grades by any of the recognized 
securities rating firms, bonds of this state, bonds of the state of domicile, 
or bonds publicly issued by any solvent institution created or existing 
under the laws of the United States or any state, which have been 
included in the three (3) highest grades by any of the recognized 
securities rating firms, and that the commissioner is satisfied they are 
worth two hundred thousand dollars ($200,000), and that the deposit 
was made with the commissioner by the company for the protection of 
all policyholders and creditors in the United States; 

(ii) Notwithstanding subdivision (a)(3)(C)(i), the commissioner may 
decline to accept as a deposit any specific issue of securities that the 
commissioner has determined may not provide the necessary protection 
to policyholders and creditors in the United States; 

(D)G) If the applicant is an insurance company other than a stock or 

mutual life insurance company, each company shall maintain on deposit 

at least one hundred thousand dollars ($100,000) in cash or its equiva- 
lent for each kind or class of insurance as defined in § 56-2-201; but the 
commissioner, in the commissioner’s discretion, may accept as an 
equivalent bonds of the United States, or any agency or instrumentality 
of the United States, which have been included in the three (3) highest 
grades by any of the recognized securities rating firms, bonds of this 
state, bonds of the state of domicile, or bonds publicly issued by any 
solvent institution created or existing under the laws of the United 
States or any state, which have been included in the three (3) highest 
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grades by any of the recognized securities rating firms; 

(ii) Notwithstanding subdivision (a)(4)(D)(i), the commissioner may 
decline to accept as a deposit any specific issue of securities that the 
commissioner has determined may not provide the necessary protection 
to policyholders and creditors in the United States. The deposits shall be 
subject to the same conditions as required in the case of stock or mutual 
life insurance companies; and 

(5)(A) The insurer’s principal place of business is or will be located and 

maintained in this state. This subdivision (a)(5)(A) also applies to domes- 

tic health maintenance organizations. This subdivision (a)(5)(A) does not 
apply to: 

(i) Any insurer that was a domestic insurer prior to July 1, 1993, and 
whose primary executive, administrative and home offices were located 
outside of the state prior to July 1, 1993; or 

(ii) Any domestic reciprocal whose primary executive, administrative 
and home offices, and original books and records, were located and 
maintained outside the state prior to January 1, 1996; 

(B) The commissioner may suspend or revoke, after notice and hearing, 
the certificate of authority of a domestic company found to be in violation 
of subdivision (a)(5)(A); 

(C) The commissioner, in the commissioner’s sole discretion, may waive 
the requirement in subdivision (a)(5)(A) for any company. 

(b)(1) The deposit required by this section is not applicable to foreign stock 
or mutual life insurance companies, or to domestic or foreign insurance 
companies writing workers’ compensation insurance or fidelity and surety 
bonds. Companies writing that type or form of insurance shall make deposits 
in accordance with the requirements of existing laws. 

(2) The provisions of this section applicable to domestic insurance com- 
panies shall apply to all insurance companies and associations except those 
specifically exempted in this section, whether the companies are stock or 
mutual, and it is specifically provided that §§ 56-2-101 — 56-2-103, this 
section, §§ 56-2-113 — 56-2-115, 56-2-201, and 56-2-301 fully apply to all 
such companies or associations regardless of what law or statute of this state 
under which the companies or associations may have been organized. 

(3) No requirement in this section not in effect on January 1, 1967, shall 
be considered applicable to any insurance company properly licensed to 
transact business in this state as of that date, except that any stock casualty 
company, foreign or domestic, not having at least one hundred thousand 
dollars ($100,000) in cash or equivalent on deposit for each kind of insurance 
as defined in § 56-2-201, shall meet the requirement by December 31, 1978. 
Domestic stock casualty companies not maintaining capital paid up of at 
least one hundred thousand dollars ($100,000) shall make a deposit equal to 
their capital paid up by December 31, 1977. 

(4) This section shall not apply to, or affect, or be construed as in anywise 
applying to, or affecting, domestic state and county mutual fire insurance 
companies, the organization of which was and is authorized by chapters 
19-21 of this title. 


56-2-105 


History. 

Acts 1935, ch. 183, §§ 2, 3; 1935 (E.S.), ch. 
51, § 1; C. Supp. 1950, §§ 6130.1-6130.3 (Wil- 
liams, §§ 6130.2, 6130.3, 6130.5); T.C.A. (orig. 
ed.), §§ 56-202 — 56-204; Acts 1955, ch. 13, 
§ 2; 1967, ch. 31, §§ 1, 2; 1977, ch. 29, § 1; 
T.C.A., § 56-204; Acts 1980, ch. 503, § 2; 1984, 
ch. 617, §§ 2-4; 1993, ch. 253, § 19; 1999, ch. 
89, § 1; 2012, ch. 680, § 1; 2013, ch. 5, §§ 1, 2; 
2015, ch. 155, §§ 1, 2. 


Compiler’s Notes. 

Acts 2012, ch. 680, § 5 provided that the 
commissioner of commerce and insurance is 
authorized to promulgate emergency rules to 
implement the act. 
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Cross-References. 

Annual reports of fires to be made, § 68-102- 
114. 

Capital and deposits of foreign insurance 
companies, §§ 56-2-101 — 56-2-103, 56-2-114, 
56-2-115, 56-2-405. 


Section to Section References. 

Sections 56-2-101 — 56-2-104 are referred to 
in §§ 56-19-124, 56-20-117. 

Sections 56-2-102 — 56-2-104 are referred to 
in § 56-2-101. 

This section is referred to in §§ 56-2-102, 
56-3-802, 56-3-904, 56-16-202, 56-21-102. 


56-2-105. Certificate of authority required — Exceptions. 


It is unlawful for any company to enter into a contract of insurance as an 
insurer or to transact insurance business in this state without a certificate of 
authority from the commissioner; provided, that this section shall not apply to: 

(1) Contracts procured by agents or brokers under the authority of the 

Surplus Lines Insurance Act, compiled in chapter 14 of this title; 


(2) Contracts of reinsurance; 


(3) Transactions in this state involving policies lawfully solicited, written 


and delivered outside of this state covering only subjects of insurance not 
resident, located or expressly to be performed in this state at the time of 
issuance or covering property in the course of transportation by land, air or 
water, to, from or through this state and including any preparation or 
storage incidental thereto, and which transactions are subsequent to the 
issuance of those policies; 

(4) Transactions in this state involving group or blanket insurance and 
group annuities where the master policy of the groups was lawfully issued 
and delivered in a state in which the company was authorized to transact 
insurance business; 

(5) Transactions in this state involving a policy issued prior to April 3, 
1968; 

(6) Any life insurance or annuity company that holds a certificate of 
exemption from the commissioner as provided in § 56-2-106; or 

(7A) The procuring of contracts of insurance issued to an industrial 

insured; 

(B) For the purposes of subdivision (7)(A), an “industrial insured” is an 
insured: 

(i) Who procures the insurance of any risk or risks by use of the 
services of a full-time employee acting as an insurance manager or 
buyer; 

(ii) Whose aggregate annual premiums for insurance on all risks total 
at least twenty-five thousand dollars ($25,000); and 

(iii) Who has at least twenty-five (25) full-time employees. 


Cross-References. 
Injunction to prevent violation, § 56-2-110. 
Penalty for violation, § 56-2-108. 


History. 
Acts 1968, ch. 536, § 1; 1969, ch. 270, § 19; 
T.C.A., § 56-205. 
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Surplus lines insurance authorized, § 56-14- Attorney General Opinions. 
103. Stop-loss insurance to preferred provider or- 
ganizations, OAG 94-017, 1994 Tenn. AG 


Section to Section References. LEXIS 13 (2/16/94). 


Sections 56-2-105 — 56-2-111 are referred to 
in § 56-2-701. 

This section is referred to in §§ 56-2-108, 
56-2-110, 56-2-111, 56-2-302, 56-2-411, 56-2- 
505, 56-7-129, 56-13-114. 


56-2-106. Certificate of exemption. 


(a) The commissioner shall, upon the payment of a filing fee of one hundred 
dollars ($100), grant a certificate of exemption to any life insurance or annuity 
company: 

(1) That is organized and operated without profit to any private share- 
holder or individual; 

(2) That is organized and operated exclusively for the purpose of aiding 
educational or scientific institutions that are also organized and operated 
without profit to any private shareholder or individual; 

(3) That serves that purpose by issuing insurance and annuity contracts 
only to or for the benefit of the educational or scientific institutions or to 
individuals engaged in the service of the institutions; 

(4) That appoints the commissioner, and the commissioner’s successors in 
office, as its attorney to receive the service of process issued against it in this 
state, which appointment shall be irrevocable, shall bind the company and 
any successor in interest, and shall remain in effect so long as there is in 
force in this state any contract or policy made or issued by the company or 
any obligation arising from the contract or policy; 

(5) That is fully and legally organized and qualified to do business and 
that has been actively doing business under the laws of the state of its 
incorporation for a period of at least three (3) years prior to its application for 
a certificate of exemption, and possesses and maintains the amount of 
capital and surplus that would be required for a company to be qualified in 
this state to do the kind or kinds of business it transacts; and 

(6) Whose directors and officers are of known good character and are not 
affiliated, directly or indirectly, through ownership, control, management, 
reinsurance transactions, or other insurance or business relations with any 
person known to have been involved in the improper manipulation of assets, 
accounts, reinsurance or any matter inimical to the business of insurance. 
(b) If, after reasonable notice and a hearing, the commissioner finds that 

any company holding a certificate of exemption no longer meets the require- 
ments of subdivisions (a)(1)-(6), or finds that any company holding a certificate 
of exemption has been guilty of any unfair method of competition or any unfair 
or deceptive acts or practices, as defined in § 56-8-104, the commissioner may 
enter an order suspending or revoking the certificate of exemption, which order 
may be reviewed by the writs of certiorari and supersedeas as otherwise 
provided by law. 

(c) Any company holding a certificate of exemption shall pay the premium 
tax imposed by § 56-4-205 on all policies of life insurance issued after April 4, 
1968, to residents of the state, which policies are not issued pursuant to a plan 
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or program authorized by the governing board of the educational or scientific 
institution, and the premiums for which are not paid for in whole or in part by 
the educational or scientific institution. 


History. Section to Section References. 
Acts 1968, ch. 536, § 1; T.C.A., § 56-206. Sections 56-2-105 — 56-2-111 are referred to 
in § 56-2-701. 


Cross-References. 
Writs of certiorari and supersedeas, title 27, 
ch..8. 


This section is referred to in § 56-2-105. 


56-2-107. Acts of unauthorized insurers constituting doing business in 
state. 


Any of the following acts in this state, effected by mail or otherwise by an 
unauthorized insurer, are included among those deemed to constitute trans- 
acting insurance business in this state: 

(1) The issuance or delivery of contracts of insurance to residents of this 
state; 

(2) The solicitation of applications for contracts of insurance; 

(3) The collection of premiums, membership fees, assessments or other 
considerations for contracts of insurance; or 

(4) The transaction of matters subsequent to the execution of contracts of 
insurance and arising out of them. 


History. Section to Section References. 
Acts 1968, ch. 536, § 2; T.C.A., § 56-207. Sections 56-2-105 — 56-2-111 are referred to 
in § 56-2-701. 


Cross-References. 
Applicability of section to persons transact- 
ing business of legal insurance, § 56-43-111. 


This section is referred to in §§ 56-2-505, 
56-2-507, 56-43-111. 


56-2-108. Violation of § 56-2-105 — Penalty. 


(a) Any company that violates § 56-2-105 is subject to a fine or a civil 
penalty, or both, of not less than one hundred dollars ($100) nor more than five 
thousand dollars ($5,000) for each violation. 

(b) Each day in which a violation occurs constitutes a separate violation. 


History. Section to Section References. 
Acts 1968, ch. 536, § 3; 1973, ch. 244, § 1; Sections 56-2-105 — 56-2-111 are referred to 
T.C.A., § 56-208. in § 56-2-701. 


56-2-109. No action to be maintained without certificate of authority. 


The failure of a company to obtain a certificate of authority shall not impair 
the validity of any act or contract of the company, and shall not prevent the 
company from defending any action at law or suit in equity in any court of this 
state; but no company transacting insurance business in this state without a 
certificate of authority shall be permitted to maintain an action at law or suit 
in equity in any court of this state to enforce any right, claim or demand arising 
out of the transaction of insurance business until the company has obtained a 
certificate of authority, nor shall an action at law or suit in equity be 
maintained in any court of this state by any successor or assignee of the 
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company on any right, claim or demand originally held by the company until 
a certificate of authority has been obtained by the company or by a company 
that has acquired all or substantially all of its assets. 


History. 
Acts 1968, ch. 536, § 4; T.C.A., § 56-209. 


Section to Section References. 
Sections 56-2-105 — 56-2-111 are referred to 
in § 56-2-701. 


56-2-110. Injunction to prevent violation of § 56-2-105. 


(a) Whenever the commissioner believes, from evidence satisfactory to the 
commissioner, that any foreign or alien company is violating or is about to 
violate § 56-2-105, the commissioner may, through the attorney general and 
reporter, cause a bill to be filed in the chancery court of Davidson County to 
enjoin and restrain the company from continuing the violation, engaging in the 
violation or doing any act in furtherance of the violation. 

(b) The court shall have jurisdiction of the proceeding and shall have the 
power to make and enter an order or decree awarding the preliminary or final 
injunctive relief as in its judgment is proper. 


History. 
Acts 1968, ch. 536, § 5; T.C.A., § 56-210. 


Section to Section References. 
Sections 56-2-105 — 56-2-111 are referred to 
in § 56-2-701. 


56-2-111. Liability for tax on gross premium. 


Any company violating § 56-2-105 shall be liable, with respect to any 
contract of insurance or transaction of insurance business as defined and 
limited in § 56-2-105, for the payment of all taxes on gross premiums imposed 
in chapter 4 of this title. 


History. Section to Section References. 
Acts 1968, ch. 536, § 6; T.C.A., § 56-211. Sections 56-2-105 — 56-2-111 are referred to 
in § 56-2-701. 


Cross-References. 
Applicability of section to persons transact- 
ing business of legal insurance, § 56-43-111. 


This section is referred to in § 56-43-111. 


56-2-112. Deposits in trust to secure policyholders. 


(a) The state treasurer, in an official capacity, shall take and hold in trust 
deposits made by any domestic insurance company for the purpose of comply- 
ing with the laws of any other state, to enable the company to do business in 
the other state, and shall also, in a like manner, take and hold any deposits 
made by a foreign insurance company under any law of the state. 

(b) The company making the deposits shall be entitled to the income of the 
deposits, and may, from time to time, with the consent of the state treasurer, 
when not forbidden by the law under which the deposits are made, change, in 
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whole or in part, the securities that compose the deposit for other competent 
securities of equal value. 
(c)(1) Upon the request of any domestic insurance company, the state 
treasurer may return to the company the whole or any portion of the 
securities of the company, when the state treasurer is satisfied that the 
securities so asked to be returned are subject to no liability, and not required 
to be longer held by any law or purpose of the original deposit. 

(2) The state treasurer may return to the trustees or other representa- 
tives, authorized for that purpose, of a foreign insurance company, any 
deposit made by the company, when it appears that the company has ceased 
to do business in the state, and is under no obligations to policyholders or 
other persons in the state or in the United States, for whose benefit the 
deposit was made. 


Deposit with treasurer of state or other offi- 
cer by company organized on or after January 
1, 1967, § 56-2-104. 


History. 

Acts 1895, ch. 160, § 24; Shan., § 3308; Code 
1932, § 6128; T.C.A. (orig. ed.), §§ 56-223, 56- 
212. 

Section to Section References. 


Cross-References. This section is referred to in § 56-3-802. 


Capital and deposits of foreign insurance 
companies, §§ 56-2-101 — 56-2-103, 56-2-114, 
56-2-115. 


NOTES TO DECISIONS 


1. Effect of Reinsurance on Deposit. 

An insurance company ceased to do business 
and its assets and liabilities were assumed by a 
second company; the second company was en- 
titled to first company’s trust deposit, and such 
deposit was not impressed with a trust in favor 


second company’s assets exceeded its liabilities, 
where second company was a going concern and 
had committed no act of insolvency. Julian v. 
American Nat'l Bank, 21 Tenn. App. 137, 106 
S.W.2d 871, 1937 Tenn. App. LEXIS 15 (Tenn. 


Ct. App. 1937). 
of first company’s policyholder, even though 


56-2-113. Period of organization before admission of foreign compa- 
nies — Exceptions. 


(a) No foreign insurance company transacting any of the kinds of insurance 
as defined in § 56-2-201 shall be admitted and authorized to do business in 
this state until it can satisfy the commissioner that it has been organized and 
actively engaged in the insurance business in the state of its incorporation for 
a period of three (3) years prior to the date of its application to be admitted and 
authorized to do business in this state. | 

(b) Subsection (a) does not apply to a foreign insurance company that is: 

(1) The wholly-owned subsidiary of an insurance company or health 
maintenance organization admitted and authorized to do business in this 
state; 

(2) The continuing corporation resulting from a merger or consolidation of 
insurance companies at least one (1) of which, prior to the merger or 
consolidation, met all the requirements for admission and authorization to 
do business in this state, including the requirement of having been actively 
engaged in the insurance business in its state of incorporation for three (3) 
years; 

(3) The wholly-owned subsidiary of a holding company that also owns one 
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hundred percent (100%) of the common capital stock, excluding qualifying 
shares required to be held by directors, of an insurance company or health 
maintenance organization admitted and authorized to do business in this 
state; or 

(4) A foreign insurance company originally chartered and licensed to 
transact business in this state, and making application to redomesticate to 
this state upon furnishing the following from the commissioner of commerce 
and insurance of its state of domicile: 

(A) Letter of approval to redomesticate; 
(B) Letter of intent to permit the company to transfer its business and 
assets to this state; and 
(C) Acertificate of good standing. 
(c) “Owned” and “owns,” as used in subsection (b), mean ownership either 
directly or indirectly through one (1) or more intermediaries. 
(d) The commissioner, in the commissioner’s sole discretion, may waive the 
requirement in subsection (a) for any company, if the commissioner determines 
it is in the public interest. 


History. 

Acts 1955, ch. 13, § 1, T.C.A., § 56-307; Acts 
1959, ch. 201, § 1; 1967, ch. 25, § 1; 1972, ch. 
585, § 1; 1975, ch. 167, § 1; T.C.A., § 56-213; 
Acts 1984, ch. 667, § 1; 1987, ch. 68, § 1; 2005, 
ch. 319, §§ 1, 2; 2010, ch. 780, § 1. 


Section to Section References. 

Sections 56-2-113 — 56-2-115 are referred to 
in §§ 56-2-101, 56-2-102, 56-2-104, 56-2-116, 
56-2-301, 56-2-405, 56-19-124, 56-20-117. 


56-2-114. Capital requirements for insurance combinations and rein- 
surance. 


(a) An insurer otherwise qualified therefor may be authorized to transact 
combinations of kinds of insurance while processing and maintaining capital, 
if a stock company, or surplus funds, if a mutual, reciprocal, or Lloyd’s plan 
insurer, in the amount of one million dollars ($1,000,000). 

(b) To transact the business of reinsuring credit life and credit accident 
insurance and health insurance, an insurer must possess and maintain capital 
in the amount of one hundred fifty thousand dollars ($150,000); provided, that 
a company so authorized shall not be authorized to conduct any other line of 


business unless otherwise qualified. 


History. 

Acts 1895, ch. 160, § 9, par. 2; 1901, ch. 131, 
§ 1; 1907, ch. 498, § 1; Shan., § 3292; Code 
1932, § 6107; Acts 1947, ch. 223, § 1; C. Supp. 
1950, § 6107; Acts 1951, ch. 212, § 1; T-C.A. 
(orig. ed.), § 56-304; Acts 1955, ch. 13, § 1; 
1967, ch. 31, § 5; T.C.A. (orig. ed.), § 56-214; 
Acts 1985, ch. 107, § 4; 1986, ch. 535, § 1. 


Cross-References. 
Credit life and health insurance, title 56, ch. 
7, part 9. 


Section to Section References. 

Sections 56-2-113 — 56-2-115 are referred to 
in §§ 56-2-101, 56-2-102, 56-2-104, 56-2-116, 
56-2-301, 56-2-405, 56-19-124, 56-20-117. 

This section is referred to in §§ 45-2-602, 
56-2-102, 56-2-103, 56-2-115, 56-2-116, 56-2- 
120, 56-2-122, 56-2-210, 56-18-102. 


56-2-115. Additional surplus requirement. 


In addition to the paid up capital stock or surplus as required under 
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§§ 56-2-103 and 56-2-114(a), all insurance companies doing business in this 
state shall possess and maintain bona fide surplus funds in the amount of one 
million dollars ($1,000,000), except for insurance companies authorized under 
§ 56-2-114(b), which shall possess and maintain bona fide surplus funds 
equaling in amounts not less than fifty percent (50%) of the capital stock or 
surplus otherwise required by § 56-2-114(b). 


History. Section to Section References. 

Acts 1895, ch. 160, § 9, par. 2; 1901, ch. 131, Sections 56-2-113 — 56-2-115 are referred to 
§ 1; 1907, ch. 493, § 1; Shan., § 3292; Code in §§ 56-2-101, 56-2-102, 56-2-104, 56-2-116, 
1932, § 6107; Acts 1947, ch. 223, § 1;C. Supp. 56-2-301, 56-2-405, 56-19-124, 56-20-117. 
1950, § 6107; Acts 1951, ch. 212, § 1, T.C.A. This section is referred to in §§ 56-2-103, 
(orig. ed.), § 56-305; Acts 1955, ch. 13, § 1; 56-2-116, 56-2-120, 56-2-122, 56-7-313. 
T.C.A. (orig. ed.), § 56-215; Acts 1986, ch. 535, 


§ 2. 


56-2-116. Exemption of previously licensed companies — Termination 
of exemption for foreign insurance companies. 


(a) No requirement of §§ 56-2-101 — 56-2-1038, 56-2-113 — 56-2-115, 
56-2-201, and 56-2-301 not in effect on March 1, 1986, shall be considered 
applicable to any insurance company properly licensed to transact business in 
this state on that date. 

(b) Notwithstanding subsection (a), any foreign insurance company filing an 
annual statement under § 56-1-501, not possessing the minimum capital and 
surplus required by §§ 56-2-114 and 56-2-115 on and after January 1, 1987, 
shall cease to write any new business until the minimum capital and surplus 
required are met. 

(c) Subsection (b) shall not apply to the procedures and capital requirements 
of a casualty company for the exclusive purpose of writing bonds only. 

(d) Any domestic insurer otherwise exempt under subsection (a) that at any 
time meets the capital and surplus requirements under this chapter shall 
thereafter be required to maintain the required capital and surplus limits. 


History. 322): Acts 1967, ch. 31, § 6; 1977, ch. 127, §§ 1, 
Acts 1955, ch. 13, § 6 (T.C.A. (supp.), § 56- 2; T.C.A, § 56-217; Acts 1986, ch. 535, §§ 3-5. 


56-2-117. [Repealed.] 


History. securities in a clearing corporation or federal 
Acts 1980, ch. 503, § 3; repealed by Acts reserve bank. 
2012, ch. 680, § 2, effective July 1, 2012. 


Compiler’s Notes. 
Former § 56-2-117 concerned the deposit of 


56-2-118. Address and phone number of policyholder service office 
outside state. 


(a) Every policy of life insurance, accidént and health insurance, property 
insurance or casualty insurance issued after January 1, 1989, covering risks in 
this state by a company not maintaining a policyholder service office in this 
state, shall be accompanied by the complete address and telephone number, 
toll-free if available, of the policyholder service office of the company issuing 
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the policy. In the event an insurance company that has a policyholder’s service 
office in this state ceases to maintain the office, the company shall provide its 
policyholders residing in this state with a written notice containing the 
complete address and telephone number, toll-free if available, of the servicing 
agent or the nearest policyholder service office of the company. 

(b) The commissioner may promulgate rules and regulations in accordance 
with the Uniform Administrative Procedures Act, compiled in title 4, chapter 
5, to effectuate the purposes of this section. 

(c) Failure to include the information required by subsection (a) shall be a 
deceptive act or practice and the procedures and penalties established by 
chapter 8, part 1 of this title, shall be applicable. 


History. 
Acts 1988, ch. 721, §§ 1-3. 


56-2-119. Insurance company’s address to appear on insurance policy. 


(a) On every policy of insurance covering risks in this state that is issued 
after July 1, 1991, by an insurance company doing business in this state, there 
shall be printed the address of the company’s home office, regional office or 
service center. 

(b) Failure to include the information required by subsection (a) is a 
deceptive act or practice, and the procedures and penalties established by 
chapter 8, part 1 of this title are applicable. 


History. 
Acts 1990, ch. 671, § 1. 


56-2-120. Insurers — Financial requirements — Hearings. 


(a) In addition to the minimum requirements set out in §§ 56-2-114 and 
56-2-115, and notwithstanding any other law to the contrary, the commissioner 
may require, after notice and hearing, additional amounts so that an insurer’s 
capital, surplus funds, or surplus as regards policyholders shall be reasonable 
in relation to the insurer’s outstanding liabilities and premiums, and adequate 
to its financial needs. For purposes of this part, in determining whether an 
insurer’s surplus as regards policyholders is reasonable in relation to the 
insurer’s outstanding liabilities and premiums and adequate to its financial 
needs, the following factors, among others, shall be considered: 

(1) The size of the insurer as measured by its assets, capital and surplus, 
reserves, premium writings, insurance in force and other appropriate 
criteria; 

(2) The extent to which the insurer’s business is diversified among the 
several lines of insurance; 

(3) The number and size of risks insured in each line of business; 

(4) The extent of the geographical dispersion of the insurer’s insured 
risks; 

(5) The nature and extent of the insurer’s reinsurance program; 

(6) The quality, diversification and liquidity of the insurer’s investment 
portfolio; 

(7) The recent past and projected future trend in the size of the insurer’s 
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investment portfolio; 

(8) The surplus as regards policyholders maintained by other comparable 
insurers; 

(9) The adequacy of the insurer’s reserves; and 

(10) The quality and liquidity of investments in affiliates. The commis- 
sioner may treat the investments as a disallowed asset for purposes of 
determining the adequacy or surplus as regards policyholders whenever, in 
the commissioner’s judgment, the investment so warrants. 

(b) Before the commissioner takes any action pursuant to this section, the 
commissioner shall give written notice to the insurer involved, stating specifi- 
cally the nature of the alleged deficiency in capital and surplus. Within ten (10) 
days after receiving notice, the insurer may request a hearing, which shall be 
held within thirty (30) days of the request. The burden of proof shall be on the 
commissioner to show the inadequacy of capital and surplus by the prepon- 
derance of the evidence. After the hearing, or if the insurer fails to request a 
hearing, the commissioner, if the commissioner finds a deficiency, may enter an 
appropriate order under this section as the commissioner deems advisable. 

(c) When the commissioner takes action in any or all of the ways set out in 
this section, the party aggrieved may appeal from the action to the chancery 
court of Davidson County. 


History. Section to Section References. 
Acts 1991, ch. 142, § 1. This section is referred to in § 56-3-117. 


56-2-121. Exempt entities. 


(a) A plan sponsored by a nonprofit corporation organized and created in 
this state primarily to promote programs for the improvement of the health of 
rural people in the state, which plan has provided health care benefits to the 
members of the corporation for a period in excess of ten (10) years, shall be 
deemed not to be insurance and not subject to this title, to the extent the plan, 
after July 1, 1993, provides the benefits under a self-funded arrangement; 
provided, that any stop-loss, excess or similar insurance coverage purchased as 
part of the plan shall be insurance subject to this title. 

(b) The provisions of this title to the contrary notwithstanding, a Program 
for All-Inclusive Care for the Elderly (PACE) project that is sponsored by a 
religious or charitable organization that is itself or is controlled by a person 
that is organized under § 501(c)(3) of the Internal Revenue Code (26 U.S.C. 
§ 501(c)(3)), and that has had its application for the operation of a PACE 
program approved by the health care financing administration of the United 
States department of health and human services (HHS), and is operating 
under such approval, shall not be deemed to be engaged in any business 
required to be licensed pursuant to this title. This exemption applies only to 
business conducted pursuant to the approved PACE contract, and not to any 
other business that such organization conducts that is subject to this title. 


History. Compiler’s Notes. 
Acts 1993, ch. 339, § 1; 1998, ch. 698, § 2. Acts 1998, ch. 698, § 1 provided that subsec- . 
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tion (b) of this section shall be known and may ___— Section to Section References. 
be cited as the “Tennessee All-Inclusive Care This section is referred to in §§ 56-2-125, 
for the Elderly Act of 1998.” 56-7-2902, 63-7-127. 


56-2-122. Nonprofit health maintenance organization as subsidiary of 
certain hospital corporations. 


A nonprofit health maintenance organization that, with the approval of the 
commissioner, was created prior to January 1, 1981, by a corporation operated 
pursuant to chapter 28 or chapter 29 of this title may be treated by the 
corporation as a subsidiary solely for the purpose of determining the status of 
the nonprofit health maintenance organization as an admitted asset; provided, 
that the corporation otherwise has a net worth at least equal to the capital and 
surplus requirements for an insurance company under §§ 56-2-114(a) and 
56-2-115. 


History. 
Acts 1997, ch. 65, § 1. 


56-2-123. Confirmation of verbal authorization for medical care. 


If verbal authorization is given to a health care provider, insured, or enrollee 
for medical care under any individual, franchise, blanket or group health 
insurance policy, medical service plan or contract, hospital service corporation 
contract, hospital and medical service corporation contract, fraternal benefit 
society, health maintenance organization, or managed care organization, the 
verbal authorization shall be confirmed by written authorization, facsimile 
transmission, or verbally by means of a confirmation number or other 
confirmation code. 


History. 
Acts 1997, ch. 201, § 1. 


56-2-124. Hold harmless requirements prohibited. 


No health insurer, prepaid group health plan, health maintenance organi- 
zation, preferred provider organization or similar entity licensed under this 
part that provides or administers health insurance shall require, by contract or 
otherwise, any title 63 or title 68 licensee to indemnify or hold harmless the 
licensee under this title for tort or patent or copyright infringement liability 
that the licensee under this title incurs, experiences, or causes by act or 
omission, or by act or omission of the title 63 or title 68 provider to the extent 
the act or omission was pursuant to a directive of the licensee under this title. 


History. 
Acts 1997, ch. 376, § 1. 


56-2-125. Establishment and maintenance of an all payer claims data- 
base — Establishment of Tennessee health information 
committee. 


(a) As used in this section, unless the context otherwise requires: 


56-2-125 INSURANCE 82 


(1) “All payer claims database” means a database comprised of health 
insurance issuer and group health plan claims information that excludes the 
data elements in 45 CFR 164.514(e)(2); 

(2) “Commissioner” means the commissioner of commerce and insurance; 

(3) “Department” means the department of commerce and insurance; 

(4) “Group health plan” means an employee welfare benefit plan, as 
defined in § 3(1) of the Employee Retirement Income Security Act of 1974 
(ERISA) (29 U.S.C. § 1002(1)), to the extent that the plan provides medical 
care to employees or their dependents, as defined under the terms of the 
plan, or an administrator of the plan. For purposes of this section, “group 
health plan” shall not mean any plan that is offered through a health 
insurance issuer; 

(5) “Health insurance coverage” means health insurance coverage as 
defined in § 56-7-2902, as well as medicare supplemental health insurance; 
and 

(6) “Health insurance issuer” means an entity subject to the insurance 
laws of this state, or subject to the jurisdiction of the commissioner, that 
contracts or offers to contract to provide health insurance coverage, includ- 
ing, but not limited to, an insurance company, a health maintenance 
organization and a nonprofit hospital and medical service corporation. 
“Health insurance issuer” also means a pharmacy benefits manager, a third 
party administrator and an entity described in § 56-2-121. 

(b)(1) The commissioner shall establish and maintain an all payer claims 
database to enable the commissioner of finance and administration to carry 
out the following duties: 
(A) Improving the accessibility, adequacy and affordability of patient 
health care and health care coverage; 
(B) Identifying health and health care needs and informing health and 
health care policy; 
(C) Determining the capacity and distribution of existing health care 
resources; 
(D) Evaluating the effectiveness of intervention programs on improving 
patient outcomes; 
(KE) Reviewing costs among various treatment settings, providers and 
approaches; and 
(F) Providing publicly available information on health care providers’ 
quality of care. 

(2) Nothing in this section shall preclude a health insurance issuer from 
providing information on health care providers’ quality of care in accordance 
with § 56-32-130(e). 

(c)(1) There is established a Tennessee health information committee, 
referred to as the “committee” in this section. The commissioner of finance 
and administration shall give all consideration to policies and recommenda- 
tions formed by the committee, including those formed by the committee on 
any issues in response to a request of the commissioner of finance and 
administration in the commissioner’s discretion. Any recommendations 
developed by the committee shall, to the largest extent possible, be consis- 
tent with those of nationally recognized standard setting and accrediting 
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bodies. 

(2)(A)G) The public release of any report utilizing data derived from the 
all payer claims database on quality, effectiveness, or cost of care of 
health care providers or provider shall require a two-thirds (24) affir- 
mative vote of the committee members present. 

(ii) Health insurance issuers that contribute data to the all payer 
claims database and providers who are subjects of reports on quality, 
effectiveness or cost of care that utilize data derived from the all payer 
claims database shall be given access to the reports sixty (60) days prior 
to the public release of the reports for the review and submission of 
comments prior to the public release. 

(B) Any other committee action shall require a simple majority affir- 
mative vote of the committee members present. 

(C) Neither the committee nor the commissioner is authorized to make 
public release of individual patient level claims data. 

(3) The committee shall develop for the commissioner of finance and 
administration: 

(A) A description of the data sets, based on national standards, if and 
when available, that will be included in the all payer claims database; and 

(B) A method for submission of data. 

(4) The committee shall develop for the commissioner of finance and 
administration security measures for ensuring compliance with: 

(A) The federal requirements of the Health Insurance Portability and 
Accountability Act of 1996 (HIPAA) (42 U.S.C. § 13820d et seq.), and 
implementing federal regulations; and 

(B) Other state and federal privacy laws. 

(5) The committee shall regularly evaluate the integrity and accuracy of 
the all payer claims database. 

(6) The committee shall develop policies to make reports from the all 
payer claims database available as a resource for insurers, employers, 
providers and purchasers of health care, to continuously review health care 
utilization, expenditures and performance in this state. Such uses shall be 
subject to restrictions required by HIPAA and other applicable privacy laws 
and policies as well as to reasonable charges recommended by the committee 
and set by rule. 

(7) The committee shall be chaired by the commissioner of finance and 
administration or designee and attached to the department of finance and 
administration for administrative purposes. The committee members shall 
serve without compensation and travel expenses. 

(8)(A) The committee shall include: 

(i) The commissioner or the commissioner’s designee; 

(ii) The commissioner of health or the commissioner of health’s 
designee; 

(iii) The commissioner of mental health and substance abuse services 
or the commissioner of mental health and substance abuse services’ 
designee; 

(iv) The commissioner of finance and administration or the commis- 
sioner of finance and administration’s designee; 
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(v) The director of the state division of health planning or equivalent; 

(vi) The director of the office of e-health initiatives or equivalent; 

(vii) The deputy commissioner of the bureau of TennCare or the 
deputy commissioner of the bureau of TennCare’s designee; and 

(viii) The commissioner of intellectual and developmental disabilities 
or the commissioner of intellectual and developmental disabilities’ 
designee. 

(B) The committee shall include the following members to be appointed 
by the commissioner of finance and administration: 

(i) Two (2) physician members, who may be appointed from lists of 
qualified persons submitted by interested medical organizations, includ- 
ing, but not limited to, the Tennessee Medical Association; 

(ii) Two (2) members to represent hospitals, who may be appointed 
from lists of qualified persons submitted by interested hospital groups, 
including, but not limited to, the Tennessee Hospital Association and the 
Hospital Alliance of Tennessee; 

(iii) One (1) pharmacist member, who may be appointed from lists of 
qualified persons submitted by interested pharmacist groups, including, 
but not limited to, the Tennessee Pharmacists Association; 

(iv) Two (2) members to represent the health insurance industry; 

(v) One (1) member to represent a hospital and medical service 
corporation; 

(vi) One (1) member to represent a coalition of businesses who 
purchase health services; 

(vii) One (1) member to represent a self-insured employer; 

(viii) One (1) member to represent health care consumers; and 

(ix) One (1) member to represent ambulatory surgical treatment 
centers. 

(9) The commissioner shall consult with the interested groups listed in 
subdivision (c)(7) to determine qualified persons to fill the positions. 

(10) The committee may appoint one (1) or more subcommittees to provide 
advice and recommendations related to the operations and use of the all 
payer claims database, including, but not limited to, advisory committees on: 

(A) Research; 

(B) Technology; 

(C) Participation by health insurance issuers in the all payer claims 
database; and 

(D) Such other matters as the committee may approve in its discretion. 

(11) The members of the Tennessee health information committee ap- 
pointed by the commissioner of finance and administration as provided in 
subdivision (b)(7)(B) shall serve one-year terms and shall be eligible for 
reappointment to subsequent terms; provided, however, that five (5) of the 
initial members shall serve an initial term of two (2) years. Vacancies shall 
be filled for any unexpired terms, and members shall serve until their 
successors are appointed. The initial term of such members shall be deemed 
to commence on July 1, 2009. 

(d)(1) As required by HIPAA, the all payer claims database shall not 
publicly disclose any individually identifiable health information as defined 
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in 45 CFR 160.103. Use of the all payer claims database shall be subject to 
restrictions required by HIPAA and other applicable privacy laws and 
policies. The all payer claims database shall be accessed only by staff or a 
designated entity authorized in writing by the commissioner of finance and 
administration to perform the analyses contemplated by this section. The 
commissioner shall collaborate with the Tennessee health information 
committee in developing procedures and safeguards to protect the integrity 
and confidentiality of any data contained in the all payer claims database. 
(2)(A) The all payer claims database, summaries, source or draft infor- 
mation used to construct or populate the all payer claims database, 
patient level claims data, reports derived from the all payer claims 
database, unless public release of reports is authorized by the Tennessee 
health information committee, and other information submitted under 
this section, whether in electronic or paper form: 

(i) Shall not be considered a public record and shall not be open for 
inspection by members of the public under § 10-7-503(a)(1). Further, 
such information contained in the all payer claims database shall be 
considered confidential and not subject to subpoena; and 

(ii) Reports derived from the information shall only be released 
pursuant to rules adopted by the commissioner subsequent to consulta- 
tion with the Tennessee health information committee. Any release of 
reports shall not result in such information losing its confidentiality or 
cause it to be admissible, except in administrative proceedings autho- 
rized under the rules adopted by the commissioner. 

(B) The commissioner shall, through memoranda of understanding and 
after consultation with the Tennessee health information committee, allow 
the use of the all payer claims database by the department of finance and 
administration, the department of health, the department of mental 
health and substance abuse services, the department of intellectual and 
developmental disabilities and other departments of state government for 
the purposes listed in subdivision (b)(1). 

(C) Except for officials of the state or those officials’ designees as 
permitted by subdivision (d)(1), nothing within this section shall be 
construed as permitting access to or discovery of the source or draft 
information used to construct or populate the all payer claims database. 

(e) The all payer claims database shall contain unique health care provider 
identifiers that may be used in public reports; provided, however, that no 
information that could reveal the identity of any patient from the all payer 
claims database shall be made available to the public. To ensure that 
individual patients are not identified, the following data shall not be included 
in any transmission by a group health plan or health insurance issuer to the 
state or designated entity for the all payer claims database or in any source or 
draft information used to construct or populate the all payer claims database: 

(1) Patient names; 

(2) Patient street addresses; 

(3) All elements of patient birth dates, except year of birth; 
(4) Patient telephone numbers; 

(5) Patient facsimile numbers; 
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(6) Patient electronic mail addresses; 

(7) Patient social security numbers; 

(8) Medical record numbers; 

(9) Health plan beneficiary numbers; 

(10) Patient account numbers; 

(11) Patient certificate/license numbers; 

(12) Vehicle identifiers and serial numbers including license plate 
numbers; 

(13) Device identifiers and serial numbers; 

(14) Web universal resource locators (URLs); 

(15) Internet protocol (IP) address numbers; 

(16) Biometric identifiers including fingerprints, voiceprints, and genetic 
code; 

(17) Full-face photographic images and any comparable images; or 

(18) Any other unique patient identifying number, characteristic or code, 
except encrypted index numbers assigned prior to the transmission by group 
health plans or health insurance issuers to the state or designated entity for 
the purpose of linking procedures by patient; provided, that a patient’s 
identity cannot be known from the encrypted index number. 

(f)(1)(A) No later than January 1, 2010, and every month thereafter, all 
group health plans and health insurance issuers shall provide electronic 
health insurance claims data for state residents to the commissioner or a 
designated entity authorized by the commissioner, in accordance with 
standards and procedures recommended by the Tennessee health infor- 
mation committee pursuant to subdivision (c)(2) and adopted by the 
commissioner by rule. 

(B) All group health plans and health insurance issuers shall provide 
additional information as the Tennessee health information committee 
recommends and the commissioner subsequently establishes by rule for 
the purpose of creating and maintaining an all payer claims database. 

(C) The Tennessee health information committee and the commissioner 
shall strive for standards and procedures that are the least burdensome 
for data submitters. 

(2) The collection, storage and release of health and health care data and 
statistical information that is subject to the federal requirements of HIPAA 
shall be governed by the rules adopted in 45 CFR parts 160 and 164. 

(3) All group health plans and health insurance issuers that collect the 
health employer data and information set (HEDIS) shall annually submit 
the HEDIS information to the commissioner in a form and in a manner 
prescribed by the National Committee for Quality Assurance (NCQA). 

(4) If any group health plan or health insurance issuer fails to submit 
required data to the commissioner on a timely basis, the commissioner may 
impose a civil penalty of up to one hundred dollars ($100) for each day of 
delay. 

(g) The commissioner, in the commissioner’s discretion, may allow some 
group health plans and health insurance issuers to submit data on a quarterly 
basis. The commissioner may also establish by rule exceptions to the reporting 
requirements of this section for entities based upon an entity’s size or amount 
of claims or other relevant factors deemed appropriate. 
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(h)(1) The commissioner may, subject to the Uniform Administrative Proce- 
dures Act, compiled in title 4, chapter 5, promulgate rules and regulations 
for purposes of implementing this section. The commissioner is authorized to 
promulgate the initial rules as emergency rules pursuant to the Uniform 
Administrative Procedures Act prior to January 1, 2010, for the purpose of 
creating the all payer claims database. 

(2) The commissioner of finance and administration may, subject to the 
Uniform Administrative Procedures Act, promulgate rules and regulations 
concerning the operation of the all payer claims database and the distribu- 
tion and use of information maintained or created thereby. The commis- 
sioner of finance and administration is authorized to promulgate the initial 
rules as emergency rules pursuant to the Uniform Administrative Proce- 
dures Act prior to January 1, 2010, for the purpose of creating the all payer 
claims database. 


History. 

Acts 2009, ch. 611, § 3; 2010, ch. 1100, §§ 90- 
92: 2011, ch’ 1b, § 3; 2012, ch. 575, §§ 1,2; 
2015, ch. 65, §§ 3, 4. 


Compiler’s Notes. 

The Tennessee health information commit- 
tee, created by this section, terminates June 30, 
2017. See §§ 4-29-112, 4-29-238. 

Acts 2010, ch. 1100, § 153 provided that the 
commissioner of mental health and develop- 
mental disabilities, the commissioner of mental 
health, the commissioner of intellectual and 
developmental disabilities, and the commis- 


sioner of finance and administration are autho- 
rized to promulgate rules and regulations to 
effectuate the purposes of the act. All such rules 
and regulations shall be promulgated in accor- 
dance with the provisions of the Uniform Ad- 
ministrative Procedures Act, compiled in title 4, 
chapter 5. 


Cross-References. 
Confidentiality of public records, § 10-7-504. 


Section to Section References. 
This section is referred to in §§ 4-29-238, 
71-5-152. 


56-2-126. Service contracts not to be construed as business of insur- 
ance. 


(a) The marketing, sale, offering for sale, issuance, making, proposing to 
make and administration of a service contract shall not be construed to be the 
business of insurance and shall be exempt from regulation as insurance 
pursuant to this title. 

(b) For purposes of this section, “service contract” means a contract or 
agreement for a separately stated consideration for a specific duration to 
perform the service, repair, replacement or maintenance of property or 
indemnification for service, repair, replacement or maintenance, for the 
operational or structural failure due to a defect in materials, workmanship, or 
normal wear and tear, with or without additional provisions for incidental 
payment of indemnity under limited circumstances, including, but not limited 
to, towing, rental, road hazard and emergency road service. “Service contract” 
includes motor vehicle extended service contracts and agreements. Service 
contracts may provide for the service, repair, replacement, or maintenance of 
property for damage resulting from power surges and accidental damage from 
handling. 


History. 
Acts 2011, ch. 71, § 1. 
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PART 2 
KINDS OF INSURANCE 


56-2-201. Definitions of kinds of insurance. 


Kinds of insurance are defined as follows: 

(1) “Accident and health insurance” means insurance against bodily 
injury, disablement or death, by accident or accidental means, or the expense 
of bodily injury, disablement or death, against disablement or expense 
resulting from sickness, and every insurance pertaining thereto; providing 
for the mental and emotional welfare of an individual and members of the 
individual’s family by defraying the cost of legal services; or providing 
ageregate or excess stop-loss coverage in connection with employee welfare 
benefit plans, managed care organizations participating in commercial plans 
or the TennCare program, or both, health maintenance organizations, 
long-term care facilities, physician-hospital organizations as defined in 
§ 56-32-102 and provider aggregate or per-patient stop-loss protection 
insurance coverage as authorized by § 56-32-104; 

(2) “Casualty insurance” includes vehicle insurance, disability insurance, 
and in addition is: 

(A) “Boiler insurance,” which is insurance against any liability and loss 
or damage to property resulting from accidents to or explosion of boilers, 
pipes, pressure containers, machinery, or apparatus, and to make inspec- 
tion of and issue certificates of inspection upon boilers, machinery and 
apparatus of any kind, whether or not insured; 

(B) “Burglary and theft insurance,” which is insurance against loss or 
damage by burglary, theft, larceny, robbery, forgery, fraud, vandalism, 
malicious mischief, confiscation or wrongful conversion, disposal or con- 
cealment, or from any attempt of burglary, theft, larceny, robbery, forgery, 
fraud, vandalism, malicious mischief, confiscation or wrongful conversion, 
disposal or concealment; also insurance against loss of or damage to 
moneys, coins, bullion, securities, notes, drafts, acceptances or any other 
valuable papers or documents, resulting from any cause, except while in 
the custody or possession of and being transported by any carrier for hire 
or in the mail; 

(C) “Collision insurance,” which is insurance against loss of or damage 
to any property of the insured resulting from collision of any other object 
with the property, but not including collision to or by elevators, or to or by 
vessels, craft, piers or other instrumentalities of ocean or inland naviga- 
tion; 

(D) “Credit insurance,” which is insurance against loss or damage 
resulting from failure of debtors to pay their obligations to the insured; 

(KE) “Elevator insurance,” which is insurance against loss or damage to 
any property of the insured resulting from the ownership, maintenance or 
use of elevators, except loss or damage by fire, and to make inspection of 
and issue certificates of inspection on elevators; 

(F) “Glass insurance,” which is insurance against loss of or damage to 
glass and its appurtenances resulting from any cause; 
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(G) “Liability insurance,” which is insurance against legal liability for 
the death, injury, or disability of any person, or for damage to property; 
and insurance of medical, hospital, surgical and funeral benefits to 
persons injured, regardless of legal liability of the insured, when issued as 
an incidental coverage with or supplemental to liability insurance; 

(H) “Livestock insurance,” which is insurance against loss of or damage 
to any domesticated or wild animal resulting from any cause; 

(I) “Personal property floater,” which is insurance of individuals, by an 
all-risk type of policy commonly known as the “personal property floater,” 
against any and all kinds of loss of or damage to, or loss of use of, any 
personal property other than merchandise; 

(J) “Professional liability insurance,” which is insurance against legal 
liability of the insured, and against loss, damage or expense incident to a 
claim of legal liability, and including any obligation of the insured to pay 
medical, hospital, surgical and funeral benefits to injured persons, regard- 
less of legal liability of the insured, arising out of the death or injury of any 
person, or arising out of injury to the economic interest of any person as 
the result of negligence in rendering expert, fiduciary or professional 
service; 

(K) “Water insurance,” which is insurance against loss of or damage to 
any property caused by the breakage or leakage of sprinklers, water pipes 
and other apparatus, or by water entering through leaks or openings in 
buildings, other than flood waters; 

(L) “Workers’ compensation and employer’s liability insurance,” which 
is insurance of the obligations accepted by, imposed upon, or assumed by 
employers under law for death, disablement, or injury of employees; and 

(M) Insurance against any other kind of loss, damage, or lability 
properly the subject of insurance and not within any other kind or kinds 
of insurance as defined in this section, if the insurance is not disapproved 
by the commissioner as being contrary to law or public policy; 

(3) “Credit insurance” includes: 

(A) “Credit accident and health insurance,” which means that form of 
insurance under which a borrower of money or a purchaser of goods is 
indemnified in connection with a specific loan or credit transaction against 
loss of time resulting from accident or sickness; and 

(B) “Credit life insurance,” which means that form of insurance under 
which the life of a borrower of money or a purchaser of goods is insured in 
connection with a specified loan or credit transaction; 

(4) “Life insurance” means insurance on human lives and insurance 


appertaining to human lives or connected with human lives. For the 
purposes of this title, the transacting of life insurance includes the granting 
of annuities, both with and without a life or mortality contingency or 
element, and endowment benefits, additional benefits in the event of death 
by accident or accidental means, additional benefits in the event of the total 
and permanent disability of the insured, and optional modes of settlement of 
proceeds; 


(5)(A) “Property insurance” means insurance against loss of or damage to 
real or personal property of every kind and interest in the real or personal 
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property, from any or all hazards or causes, and against loss consequential 
upon the loss or damage; 
(B) “Property insurance” includes, but is not limited to: 

(i) Insurance against loss or damage to property and loss of use and 
occupancy by fire, lightning, storm, flood, frost, freezing, snow, hail, ice, 
weather or climatic conditions, including excess or deficiency of mois- 
ture, rain or rising of the waters of the ocean or its tributaries, drought, 
insects, vermin, forces of nature, smoke, smudge, riot, riot attending 
strike, strikes, sabotage, civil commotion, vandalism or malicious mis- 
chief or caused by wrongful conversion, disposal or concealment of a 
motor vehicle or aircraft, whether or not handled under a conditional 
sales contract or subject to chattel mortgage, civil war, rebellion, 
insurrection, invasion, bombardment, military or usurped power, or by 
any order of civil authorities meant to prevent the spread of conflagra- 
tion or epidemic or catastrophe, explosion with no fire ensuing, except 
explosion by steam boilers or flywheels, but there may be insured 
explosion of pressure vessels, not including steam boilers of more than 
fifteen pounds (15 lbs.) pressure, in buildings designed and used solely 
for residential purposes by not more than four (4) families, explosion of 
any kind originating outside the insured building, or outside the 
building containing the property insured, and explosion of pressure 
vessels that do not contain steam or that are not operated with steam 
coils or steam jackets; 

(ii) Insurance against loss or damage by insects or disease to farm 
crops or products, and loss of rental value of land used in producing the 
crops or products; 

(iii) Insurance against accidental injury to sprinklers, pumps, water 
pipes, elevator tanks and cylinders, steam pipes and radiators, plumb- 
ing and its fixtures, ventilating, refrigerating, heating, lighting or 
cooking apparatus, or their connections, or conduits or containers of any 
gas, fluid, or other substance, and against loss or damage to property of 
the insured caused by the breakage or leakage thereof, or by water, hail, 
rain, sleet or snow seeping or entering through water pipes, leaks or 
openings in buildings; 

(iv) Insurance against loss or damage caused by railroad equipment, 
motor vehicles, airplanes, seaplanes, dirigibles or other aircraft; 

(v) Insurance against loss of or damage to vessels, crafts, aircrafts, 
cars, automobiles and vehicles of every kind, as well as all goods, 
freights, cargoes, merchandise, effects, disbursements, profits, moneys, 
bullion, precious stones, securities, choses in action, evidence of debt, 
valuable papers, bottomry and respondentia interests therein, in re- 
spect to, appertaining to or in connection with, any and all risks or perils 
of navigation, transit, or transportation, including war risks, on or 
under any seas or other waters, on land or in the air, or while being 
assembled, packed, crated, baled, compressed or similarly prepared for 
shipment or while awaiting the being assembled, packed, crated, baled, 
compressed or similarly prepared for shipment or during any delays, 
storage, transshipment incident thereto, including marine builder’s 
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risks and all personal property floater risks, and persons or property in 
connection with or appertaining to a marine, inland marine, transit or 
transportation insurance, including liability for loss of or damage to 
either, arising out of or in connection with the construction, repair, 
operation, maintenance or use of the subject matter of the insurance, 
but not including life insurance or surety bonds, and precious stones, 
jewels, jewelry, gold, silver and other precious metals, whether used in 
business or trade, or otherwise, and whether in course of transportation 
or otherwise, and bridges, tunnels and other instrumentalities of 
transportation, and communication, excluding buildings, their furniture 
and furnishings, fixed contents and supplies held in storage, unless fire, 
tornado, sprinkler leakage, hail, explosion, earthquake, riot and/or civil 
commotion, are the only hazards to be covered, and piers, wharves, 
docks and ships, excluding the risks of fire, tornado, sprinkler leakage, 
hail, explosion, earthquake, riot and/or civil commotion, and other aids 
to navigation and transportation, including dry docks and marine 
railways, against all risks; 

(vi) “Marine protection and indemnity insurance,” which means in- 
surance against, or against legal liability of the insured for, loss, damage 
or expense arising out of, or incident to, the ownership, operation, 
chartering, maintenance, use, repair or construction of any vessel, craft 
or instrumentality in use in ocean or inland waterways, including 
liability of the insured for personal injury, illness or death or for loss of 
or damage to the property of another person; and 

(vii) Vehicle insurance; 

(C) Matters set out in subdivision (5)(B) are not deemed to limit the 
scope of property insurance as defined in subdivision (5)(A), nor shall the 
fact that certain coverages coming within the scope of property insurance, 
as defined in subdivision (5)(A), are also defined as part of another kind of 
insurance be deemed to limit the scope of the definition of property 
insurance or the right of a property insurer to provide the coverage; 

(6) “Surety insurance” includes: 

(A) Credit insurance; 

(B) “Fidelity insurance,” which is insurance guaranteeing the fidelity of 
persons holding positions of public or private trust; 

(C) Guaranteeing the performance of contracts, and guaranteeing and 
executing bonds, undertakings, and contracts of suretyship; 

(D) Indemnifying banks, bankers, brokers, financial or moneyed corpo- 
rations or associations or other persons against loss, resulting from any 
cause, of bills of exchange, notes, bonds, securities, evidences of debts, 
deeds, mortgages, warehouse receipts, or other valuable papers, docu- 
ments, money, precious metals and articles made from precious metals, 
jewelry, watches, necklaces, bracelets, gems, precious and semiprecious 
stones, including any loss while the items are being transported in 
armored motor vehicles, or by messenger, but not including any other risks 
of transportation or navigation; also against loss or damage to the 
insured’s premises, or to the insured furnishings, fixtures, equipment, 
safes and vaults in safes, caused by burglary, robbery, theft, vandalism or 
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malicious mischief, or any attempt of burglary, robbery, theft, vandalism 
or malicious mischief; and 

(E) Insurance that guarantees the performance of any debt obligation of 
a public or private corporation; and 
(7)(A) “Vehicle insurance” means insurance against loss of or damage to 
any land vehicle or aircraft or any draft or riding animal or to property 
while contained therein or thereon, or being loaded or unloaded therein or 
therefrom, and against any loss, expense or liability for loss or damage to 
persons or property resulting from or incident to ownership, maintenance, 
or use of the vehicle or aircraft or animal; 

(B) Insurance against accidental death or accidental injury to individu- 
als, including the named insured, while in, entering, alighting from, 
adjusting, repairing, cranking, or caused by being struck by a vehicle, 
aircraft, or draft or riding animal, if the insurance is issued as part of 
insurance on the vehicle, aircraft, or draft or riding animal, shall be 


deemed to be vehicle insurance. 


History. 

Acts 1951, ch. 212, § 1 (Williams, § 6107); 
T.C.A. (orig. ed.), § 56-306; Acts 1955, ch. 13, 
§ 1; T.C.A. (orig. ed.), § 56-218; Acts 1984, ch. 
582, § 1; 1986, ch. 504, § 1; 1988, ch. 948, § 1; 
1994, ch. 888, § 1; 1995, ch. 221, § 1; 1996, ch. 
780, § 1; 2008, ch. 831, § 14; 2012, ch. 798, 
§ 17; 2013, ch. 409, § 2; 2016, ch. 724, § 1. 


Compiler’s Notes. 

Acts 2008, ch. 831, § 15, which amended the 
definition of “life insurance,” provided that the 
act shall apply to charitable gift annuities en- 
tered into on or after January 1, 2009. 

Acts 2013, ch. 409, § 3 provided that the 
provisions contained in the act, which amended 
the definition of “accident and health insur- 
ance”, shall terminate on December 31, 2016, 
and the law in effect prior to the effective date 
of the act, May 16, 2013, shall be restored. 
However, Acts 2016, ch. 724, § 1 repealed § 3 
of the 2013 act, thereby removing the termina- 
tion date for the 2013 act so that the changes 
made by the 2013 act remain in effect. 


Amendments. 

The 2013 amendment, substituted “long- 
term care facilities, physician-hospital organi- 
zations as defined in § 56-32-102 and provider 
aggregate or per-patient stop-loss protection 
insurance coverage as authorized by § 56-32- 
104” for “long-term care facilities and physi- 
cian-hospital organizations as defined in § 56- 


32-102” at the end of the definition of “accident 
and health insurance”. 

The 2016 amendment by Acts 2016, ch. 724, 
§ 1 repealed the expiration provision that had 
existed for the 2013 amendment by 2013, ch. 
409. See the Compiler’s Notes. 


Cross-References. 
Joint underwriting/risk sharing, title 56, ch. 
41. 


Section to Section References. 

This section is referred to in §§ 55-12-203, 
56-1-418, 56-2-101, 56-2-102, 56-2-104, 56-2- 
113, 56-2-116, 56-2-210, 56-2-301, 56-2-405, 56- 
2-411, 56-5-122, 56-6-102, 56-6-201, 56-7-111, 
56-7-129, 56-7-2904, 56-19-124, 56-20-117, 56- 
23-101, 56-41-101. 


Textbooks. 
Tennessee Jurisprudence, 15 Tenn. Juris., 
Insurance, §§ 3, 133, 151. 


Law Reviews. 

Tort Liability for Intentional Acts of Family 
Members: Will Your Insurer Stand by You?, 68 
Tenn. L. Rev. 1 (2000). 

Torts — Premises Liability — Liability of 
Tennessee Business Owners for Third-Party 
Criminal Attacks, 68 Tenn. L. Rev. 141 (2000). 


Attorney General Opinions. 

Stop-loss insurance to preferred provider or- 
ganizations, OAG 94-017, 1994 Tenn. AG 
LEXIS 13 (2/16/94). 


NOTES TO DECISIONS 


1. Life Insurance. 

None of the additional features mentioned in 
the definition of life insurance, such as acciden- 
tal death or disability benefits, are to be char- 
acterized as life insurance under the code, 


unless the basic coverage is insurance on a 
human life not limited to accidental death. 
Equitable Life Assurance Co. v. Odle, 547 
S.W.2d 939, 1977 Tenn. LEXIS 575 (Tenn. 
1977). 
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Collateral References. 

Construction of incontestable clause appli- 
cable to disability insurance. 13 A.L.R.3d 1383. 

Exchange of labor by farmers as creating 
employment relationship for liability insurance 
purposes. 89 A.L.R.3d 834. 

Liability insurance of garages, motor vehicle 
repair shops and sales agencies, and the like. 
93 A.L.R.2d 1047. 

Liability of hospital, or medical practitioner, 
under doctrine of strict liability in tort, or 
breach of warranty, for harm caused by drug, 
medical instrument, or similar device used in 
treating patient. 54 A.L.R.3d 258. 

Liability of insurer for damages resulting 
from delay in passing upon an application for 
life insurance. 1 A.L.R.4th 1202. 

Liability of physician or hospital in the per- 
formance of cosmetic surgery upon the face. 54 
A.L.R.3d 1255. 

Premises liability insurance: coverage as ex- 
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tending to liability for injuries or damage 
caused by product sold or rented by the insured 
and occurring away from the insured premises. 
62 A.L.R.3d 889. 

Validity, construction, and effect of assault 
and battery exclusion in liability insurance 
policy at issue. 44 A.L.R.5th 91. 

What are “fixtures” within provision of prop- 
erty insurance policy expressly extending cov- 
erage to fixtures. 17 A.L.R.3d 1381. 

What conditions constitute “disease” within 
terms of life, accident, disability, or hospitaliza- 
tion insurance policy. 61 A.L.R.3d 822. 

What constitutes “one accident” or “one sick- 
ness” or related conditions or recurrences 
within provisions of health, accident, and dis- 
ability insurance. 61 A.L.R.3d 884. 

What constitutes “vandalism” or “malicious 
mischief” within meaning of insurance policy 
specifically extending coverage to losses from 
such causes. 56 A.L.R.5th 407. 


56-2-202. Kinds of property insurance authorized. 


(a) The company has the power generally to insure against loss by fire, 
earthquakes, storms, floods, explosions, except the explosions of the kind 
contemplated in § 56-19-108(5), riots, civil commotions, and any and all other 
damages on all kinds and species of property. 

(b) This section shall apply to every insurance corporation heretofore or 
hereafter organized under the laws of this state. 

(c) All policies of insurance heretofore issued by insurance corporations 
organized under the laws of this state insuring against loss from any cause 
included in the authorization in subsection (a) are validated, insofar as the 
corporation was without specific charter power to insure against those losses. 


History. 

Acts 1875, ch. 142, § 10; Shan., § 2260; Code 
1932, § 3973; Acts 1937, ch. 109, §§ 1-3; mod. 
C. Supp. 1950, § 3973 (Williams, §§ 3978, 
3973.1, 3973.2); T.C.A. (orig. ed.), § 56-219. 


Cross-References. 

Motor vehicles, endorsement of change in 
ownership upon title or registration, § 55-3- 
127. 


Textbooks. 
Tennessee Jurisprudence, 15 Tenn. Juris., 
Insurance, § 121. 


Collateral References. 
Construction of clause in fire policy for appor- 


tionment of loss where insured carries other 
insurance “whether concurrent or not.” 59 
A.L.R.2d 552. 

Coverage under 
A.L.R.5th 170. 

Temporary fire, wind, or hail insurance pend- 
ing issuance of policy. 14 A.L.R.3d 568. 

What constitutes “other insurance” within 
meaning of insurance policy provisions prohib- 
iting insured from obtaining other insurance on 
the same property. 7 A.L.R.4th 494. 

What constitutes “vandalism” or “malicious 
mischief’ within meaning of insurance policy 
specifically extending coverage to losses from 
such causes. 56 A.L.R.5th 407. 


all-risk insurance. 30 


56-2-203. Life insurance — Annuity or contract loans — Trusts ac- 


cepted and executed. 


The company has the further right to insure the lives of persons, and engage 
in the general business of life insurance, and, coupled with that right, the right 
to grant and sell annuity, or contract loans based on life annuity, with benefit 
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of survivorship, and accept and execute all legal trusts that may be confided to 


1t. 


History. 

Acts 1875, ch. 142, § 10; Shan., § 2261; Code 
1932, § 3974; T.C.A. (orig. ed.), §§ 56-206, 56- 
220. 


Cross-References. 

Life, endowment or annuity contracts of life 
insurance companies, § 35-3-113. 

Standard nonforfeiture law for individual de- 
ferred annuities, §§ 56-36-101 — 56-36-112. 


Collateral References. 

Insurable interest of brother or sister in life 
of sibling. 60 A.L.R.3d 98. 

Right of life insurer to restitution of pay- 
ments made because of fraud as to death of 
insured. 59 A.L.R.2d 1107. 


56-2-204. Casualty, accident, sickness, theft and marine insurance. 


The company also has the power to insure: 


(1) Against all accidents: 
(A) To property in transit; and 


(B) To persons traveling or otherwise; 
(2) Against disabilities to persons by disease or sickness, or other bodily 


infirmities; 
(3) Against thefts of property; 


(4) Ships, steamboats, and other craft; and 
(5) Freight and sailors’ wages, including all marine risks. 


History. 

Acts 1875, ch. 142, § 10; 1889, ch. 224, § 1; 
Shan., § 2262; mod. Code 1932, § 3975; T.C.A. 
(orig. ed.), §§ 56-207, 56-221. 


Cross-References. 
False or fraudulent insurance claims, § 39- 
14-133. 


Textbooks. 
Tennessee Jurisprudence, 15 Tenn. Juris., 
Insurance, § 151. 


NOTES TO DECISIONS 


1. Cotton in Warehouse Covered by Ma- 
rine Policy. 

A marine policy, which contained a fire clause 

insuring goods on shore prior to shipment” for 

10 days, covered cotton in warehouse for com- 


Collateral References. 

Death or injury from sunstroke as accident or 
result of accidental means within terms of 
accident provision of insurance policy. 36 
A.L.R.2d 1090. 

Death or injury from taking illegal drugs or 
narcotics as accidental or result of accidental 


pression for shipment by a railroad carrier. 
Lancaster Mills v. Merchants’ Cotton-Press & 
Storage Co., 89 Tenn. 1, 14S.W. 317, 1890 Tenn. 
LEXIS 22, 24 Am. St. Rep. 586 (1890). 


means within insurance coverage. 32 A.L.R.5th 
629. 

Death or injury resulting from shock, fright, 
or other “psychic trauma,” as within coverage of 
accident policy or accident provisions of life 
policy. 93 A.L.R.2d 578. 


56-2-205. Insurance company may exercise one or all branches of 


authorized business. 


The corporation may, at its option, exercise one (1) or more or all of the 
branches of business in which it is authorized to engage. 
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History. Code 1932, § 3976; T.C.A. (orig. ed.), §§ 56- 
Acts 1875, ch. 142,§ 10;Shan.,§ 2263;mod. 208, 56-222. 


56-2-206. Companies on Lloyd’s plan authorized to do business. 


(a) Associations of individuals, citizens of the United States, whether 
organized within this state or elsewhere within the United States, formed on 
the plan known as Lloyd’s, whereby each associate underwriter becomes liable 
for a proportionate part of the whole amount insured by policy, may be 
authorized to transact insurance other than life in this state, in like manner 
and upon the same terms and conditions as are required of and imposed upon 
insurance companies of the United States, or one (1) of the states. 

(b) All Lloyd’s, whether organized within this state or elsewhere in the 
United States, not having an actual, paid-up cash capital, shall make the same 
deposit, and upon the same terms and conditions as is required by § 56-2-405 
of foreign insurance companies incorporated or associated under the laws of 
any government or state other than the United States or one (1) of the states. 


History. Textbooks. 
Acts 1895, ch. 160, § 15; Shan., § 3298; Code Tennessee Jurisprudence, 15 Tenn. Juris., 
1932, § 6114; T.C.A. (orig. ed.), §§ 56-210, 56- Insurance, § 78. 


224. 

Collateral References. 
Cross-References. Reciprocal or interinsurance exchanges, ap- 
é Funds required in order to qualify for author- plicability to, of general insurance laws. 141 
ity to transact business, § 56-2-405. ALR. 795. 


Investing in obligations of Public Housing 
Authority authorized, § 35-3-115. 


56-2-207. Reinsurance contracts — Liability of ceding and assuming 
insurers. 


(a)(1) Every insurer authorized to do an insurance, surety or bonding 
business in this state, called the “ceding insurer” in this title, may, subject to 
the limitations of this section, reinsure its risks and policy liabilities in any 
other insurer, called the “assuming insurer” in this title, with the effects 
prescribed in this section; but no prohibition or limitation contained in this 
section shall invalidate the contract or reinsurance as between the parties. 

(2) No credit shall be allowed, as an admitted asset or as a deduction from 
liability, to any ceding insurer for reinsurance made, ceded, renewed, or 
otherwise becoming effective after June 12, 1947, unless the reinsurance is 
payable by the assuming insurer on the basis of the liability of the ceding 
insurer under the contract or contracts reinsured without diminution, 
because of the insolvency of the ceding insurer nor unless, under the contract 
or contracts of reinsurance, the liability for the reinsurance is assumed by 
the assuming insurer or insurers as of the same effective date. 

(3) The reinsurance agreement may provide that the liquidator or re- 
ceiver or statutory successor of an insolvent ceding insurer shall give written 
notice of the pendency of a claim against the insolvent ceding insurer on the 
policy or bond reinsured, within a reasonable time after the claim is filed in 
the insolvency proceeding and that during the pendency of the claim, any 
assuming insurer may investigate the claim and interpose, at its own 
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expense, in the proceeding where the claim is to be adjudicated, any defense 
or defenses that it may deem available to the ceding company or its 
liquidator or receiver or statutory successor. 

(4) The expense thus incurred by the assuming insurer shall be charge- 
able, subject to court approval, against the insolvent ceding insurer as part 
of the expense of liquidation to the extent of a proportionate share of the 
benefit, which may accrue to the ceding insurer, solely as a result of the 
defense undertaken by the assuming insurer. 

(b) Where two (2) or more assuming insurers are involved in the same claim 
and a majority in interest elect to interpose defense to the claim, the expense 
shall be apportioned in accordance with the terms of the reinsurance agree- 
ment, as though the expense had been incurred by the ceding company. 

(c) Notwithstanding anything in this section to the contrary, a risk retention 
group may not reinsure its risks in another risk retention group unless all of 
the members of the ceding risk retention group are eligible for membership in 
the assuming risk retention group. 


History. Textbooks. 


Acts 1947, ch. 154, § 1; C. Supp. 1950, 
§ 6105.1 (Williams, § 6459.70); T.C.A. (orig. 
ed.), §§ 56-211, 56-225; Acts 2014, ch. 559, § 8. 


Section to Section References. 


Tennessee Jurisprudence, 15 Tenn. Juris., 
Insurance, § 78. 


Collateral References. 
Validity, construction, and application of Uni- 


Sections 56-2-207 — 56-2-209 are referred to 
in §§ 56-2-210, 56-25-304. 


form Insurers Liquidation Act. 44 A.L.R.5th 
683. 


56-2-208. Credit for reinsurance — Reduction from liability for rein- 
surance. 


(a) The purpose of §§ 56-2-207, 56-2-208, and 56-2-209 is to protect the 
interest of the insureds, claimants, ceding insurers, assuming insurers and the 
public generally. It is the intent of the general assembly to ensure adequate 
regulation of insurers and reinsurers and adequate protection for those to 
whom insurers and reinsurers owe obligations. Upon the insolvency of a 
non-United States insurer or reinsurer that provides security to fund its 
United States obligations in accordance with §§ 56-2-207, 56-2-208 and 
56-2-209, the assets representing the security shall be maintained in the 
United States and claims shall be filed with and valued by the state insurance 
commissioner with regulatory oversight, and the assets shall be distributed, in 
accordance with the insurance laws of the state in which the trust is domiciled 
that are applicable to the liquidation of domestic United States insurance 
companies. The general assembly declares that the matters contained in 
§§ 56-2-207, 56-2-208, and 56-2-209 are fundamental to the business of 
insurance in accordance with 15 U.S.C. §§ 1011 and 1012. 

(b)(1) Credit for reinsurance shall be allowed a domestic ceding insurer as 

either an asset or a reduction from liability on account of reinsurance ceded 

only when the reinsurer meets one (1) or more of the requirements set out in 

subdivisions (b)(2)-(7). Credit shall be allowed under subdivision (b)(2), 

(b)(3), or (b)(4) only in respect to cessions of those kinds or classes of business 

which the assuming insurer is licensed or otherwise permitted to write or 

assume in its state of domicile or, in the case of a United States branch of a 
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non-United States assuming insurer, in the state through which it is entered 
and licensed to transact insurance or reinsurance. Credit shall be allowed 
under subdivision (b)(4) or (b)(5) only if the applicable requirements of 
subdivision (b)(8) have been satisfied. 

(2) Credit shall be allowed when the reinsurance is ceded to an assuming 
insurer that is licensed to transact insurance or reinsurance in this state. 

(3) Credit shall be allowed when the reinsurance is ceded to an assuming 
insurer that is accredited by the commissioner as a reinsurer in this state. In 
order to be eligible for accreditation, a reinsurer must: 

(A) File with the commissioner evidence of its submission to this state’s 
jurisdiction; 

(B) Submit to this state’s authority to examine its books and records; 

(C) Be licensed to transact insurance or reinsurance in at least one (1) 
state, or in the case of a United States branch of a non-United States 
assuming insurer, is entered through and licensed to transact insurance or 
reinsurance in at least one (1) state; 

(D) File annually with the commissioner a copy of its annual statement 
filed with the insurance department of its state of domicile and a copy of 
its most recent audited financial statement; and 

(E) Demonstrate to the satisfaction of the commissioner that it has 
adequate financial capacity to meet its reinsurance obligations and is 
otherwise qualified to assume reinsurance from domestic insurers. An 
assuming insurer is deemed to meet this requirement as of the time of its 
application if it maintains a surplus as regards policyholders in an amount 
that is not less than twenty million dollars ($20,000,000) and its accredi- 
tation has not been denied by the commissioner within ninety (90) days 
after submission of its application. 

(4) Credit shall be allowed when the reinsurance is ceded to an assuming 
insurer that is domiciled and licensed in, or in the case of a United States 
branch of a non-United States assuming insurer, is entered through, a state 
that employs standards regarding credit for reinsurance substantially 
similar to those applicable under this title, and the assuming insurer or 
United States branch of a non-United States assuming insurer: 

(A) Maintains a surplus as regards policyholders in an amount of not 
less than twenty million dollars ($20,000,000); provided, that the require- 
ment in this subdivision (b)(4)(A) does not apply to reinsurance ceded and 
assumed pursuant to pooling arrangements among insurers in the same 
holding company system; and 

(B) Submits to the authority of this state to examine its books and 
records. 

(5)(A) Credit shall be allowed when the reinsurance is ceded to an 

assuming insurer that maintains a trust fund in a qualified United States 

financial institution, as defined in § 56-2-209(d), for the payment of the 
valid claims of its United States ceding insurers, their assigns and 
successors in interest. To enable the commissioner to determine the 
sufficiency of the trust fund, the assuming insurer shall report annually to 
the commissioner information substantially the same as that required to 
be reported on the National Association of Insurance Commissioners 
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(NAIC) annual statement form by licensed insurers. The assuming insurer 
shall submit to an examination of its books and records by the commis- 
sioner and bear the expense of such examination. 

(B) Credit for reinsurance shall not be granted under this subdivision 
(b)(5) unless the form of the trust and any amendments to the trust have 
been approved by: 

(i) The commissioner of the state where the trust is domiciled; or 

(ii) The commissioner of another state that, pursuant to the terms of 
the trust instrument, has accepted principal regulatory oversight of the 
trust. 

(C) The following requirements apply to the following categories of 
assuming insurer: 

(i) The trust fund for a single assuming insurer shall consist of funds 
in trust in an amount not less than the assuming insurer’s liabilities 
attributable to reinsurance ceded by United States ceding insurers and, 
in addition, the assuming insurer shall maintain a trusteed surplus of 
not less than twenty million dollars ($20,000,000), except as provided in 
subdivision (b)(5)(C)(ii); 

(ii) At any time after the assuming insurer has permanently discon- 
tinued underwriting new business secured by the trust for at least three 
(3) full years, the commissioner with principal regulatory oversight of 
the trust may authorize a reduction in the required trusteed surplus, 
but only after a finding, based on an assessment of the risk, that the new 
required surplus level is adequate for the protection of United States 
ceding insurers, policyholders, and claimants in light of reasonably 
foreseeable adverse loss development. The risk assessment may involve 
an actuarial review, including an independent analysis of reserves and 
cash flows, and shall consider all material risk factors, including, when 
applicable, the lines of business involved, the stability of the incurred 
loss estimates and the effect of surplus requirements on the assuming 
insurer’s liquidity or solvency. The minimum required trusteed surplus 
may not be reduced to an amount less than thirty percent (30%) of the 
assuming insurer’s liabilities attributable to reinsurance ceded by the 
United States ceding insurers covered by the trust; 

(i1i)(a) In the case of a group including incorporated and individual 

unincorporated underwriters: 

(1) For reinsurance ceded under reinsurance agreements with an 
inception, amendment or renewal date on or after January 1, 1993, 
the trust shall consist of a trusteed account in an amount not less 
than the respective underwriters’ several liabilities attributable to 
business ceded by United States domiciled ceding insurers to any 
underwriter of the group; 

(2) For reinsurance ceded under reinsurance agreements with an 
inception date on or before December 31, 1992, and not amended or 
renewed on or after that date, notwithstanding §§ 56-2-207, 56-2- 
208, and 56-2-209, the trust shall consist of a trusteed account in an 
amount not less than the respective underwriters’ several insur- 
ance and reinsurance liabilities attributable to business written in 
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the United States; and 
(3) In addition to the trusts set out in this subdivision 

(b)(5)(C)Gii)(a)(3), the group shall maintain in trust a trusteed 

surplus of which one hundred million dollars ($100,000,000) shall 

be held jointly for the benefit of United States domiciled ceding 
insurers of any member of the group for all years of account; and 

(b) The incorporated members of the group shall not be engaged in 
any business other than underwriting as a member of the group and 
shall be subject to the same level of regulation and solvency control by 
the group’s domiciliary regulator as are the unincorporated members; 
and 

(c) Within ninety (90) days after its financial statements are due to 
be filed with the group’s domiciliary regulator, the group shall provide 
to the commissioner an annual certification by the group’s domiciliary 
regulator of the solvency of each underwriter member; or if a certifi- 
cation is unavailable, financial statements, prepared by independent 
public accountants, of each underwriter member of the group; and 
(iv) In the case of a group of incorporated insurers under common 

administration, the group shall: 

(a) Have continuously transacted an insurance business outside 
the United States for at least three (3) years immediately prior to 
making application for accreditation; 

(6) Maintain aggregate policyholders surplus of ten billion dollars 
($10,000,000,000); 

(c) Maintain a trust fund in an amount not less than the group’s 
several liabilities attributable to business ceded by United States 
domiciled ceding insurers to any member of the group pursuant to 
reinsurance contracts issued in the name of the group; 

(d) Maintain a joint trusteed surplus of which one hundred million 
dollars ($100,000,000) shall be held jointly for the benefit of United 
States domiciled ceding insurers of any member of the group as 
additional security for the liabilities; and ; 

(e) Within ninety (90) days after its financial statements are due to 
be filed with the group’s domiciliary regulator, make available to the 
commissioner an annual certification of each underwriter member’s 
solvency by the member’s domiciliary regulator and financial state- 
ments of each underwriter member of the group prepared by its 
independent public accountant. 

(D) The form of the trust and any trust amendments also shall be filed 
with the commissioner of every state in which the ceding insurer benefi- 
ciaries of the trust are domiciled. The trust instrument shall provide that 
contested claims shall be valid and enforceable upon the final order of any 
court of competent jurisdiction in the United States. The trust shall vest 
legal title to its assets in its trustees for the benefit of the assuming 
insurer’s United States ceding insurers, their assigns and successors in 
interest. The trust and the assuming insurer shall be subject to examina- 
tion as determined by the commissioner. 

(E) The trust shall remain in effect for as long as the assuming insurer 
has outstanding obligations due under the reinsurance agreements sub- 
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ject to the trust. No later than February 28 of each year, the trustee of the 
trust shall report to the commissioner in writing the balance of the trust 
and list the trust’s investments at the preceding year end and shall certify 
the date of termination of the trust, if so planned, or certify that the trust 
will not expire prior to the following December 31. 

(6)(A) Credit shall be allowed when the reinsurance is ceded to an 
assuming insurer that has been certified by the commissioner as a 
reinsurer in this state and secures its obligations in accordance with the 
requirements of this subdivision (b)(6). 

(B) In order to be eligible for certification, the assuming insurer shall 
meet the following requirements: 

(i) The assuming insurer must be domiciled and licensed to transact 
insurance or reinsurance in a qualified jurisdiction, as determined by 
the commissioner pursuant to subdivision (b)(6)(D); 

(ii) The assuming insurer must maintain a minimum capital and 
surplus, or its equivalent, in an amount to be determined by the 
commissioner pursuant to rules promulgated in accordance with the 
Uniform Administrative Procedures Act, compiled in title 4, chapter 5; 

(iii) The assuming insurer must maintain financial strength ratings 
from two (2) or more rating agencies deemed acceptable by the commis- 
sioner pursuant to rules promulgated in accordance with the Uniform 
Administrative Procedures Act; 

(iv) The assuming insurer must agree to submit to the jurisdiction of 
this state, appoint the commissioner as its agent for service of process in 
this state, and agree to provide security for one hundred percent (100%) 
of the assuming insurer’s liabilities attributable to reinsurance ceded by 
United States ceding insurers if it resists enforcement of a final United 
States judgment; 

(v) The assuming insurer must agree to meet applicable information 
filing requirements as determined by the commissioner, both with 
respect to an initial application for certification and on an ongoing basis; 
and 

(vi) The assuming insurer must satisfy any other requirements for 
certification deemed relevant by the commissioner. 

(C) An association including incorporated and individual unincorpo- 
rated underwriters may be a certified reinsurer. In order to be eligible for 
certification, in addition to satisfying requirements of subdivision 
(b)(6)(B): 

(i) The association shall satisfy its minimum capital and surplus 
requirements through the capital and surplus equivalents (net of 
liabilities) of the association and its members, which shall include a 
joint central fund that may be applied to any unsatisfied obligation of 
the association or any of its members, in an amount determined by the 
commissioner to provide adequate protection; 

(ii) The incorporated members of the association shall not be engaged 
in any business other than the underwriting as a member of the 
association and shall be subject to the same level of regulation and 
solvency control by the association’s domiciliary regulator as are the 
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unincorporated members; and 

(iii) Within ninety (90) days after its financial statements are due to 
be filed with the association’s domiciliary regulator, the association shall 
provide to the commissioner an annual certification by the association’s 
domiciliary regulator of the solvency of each underwriter member; or if 
a certification is unavailable, financial statements, prepared by inde- 
pendent public accountants, of each underwriter member of the asso- 
ciation. 

(D)G) The commissioner shall create and publish a list of qualified 

jurisdictions, under which an assuming insurer licensed and domiciled 

in such jurisdiction is eligible to be considered for certification by the 
commissioner as a certified reinsurer. 

(ii) In order to determine whether the domiciliary jurisdiction of a 
non-United States assuming insurer is eligible to be recognized as a 
qualified jurisdiction, the commissioner shall evaluate the appropriate- 
ness and effectiveness of the reinsurance supervisory system of the 
jurisdiction, both initially and on an ongoing basis, and consider the 
rights, benefits and the extent of reciprocal recognition afforded by the 
non-United States jurisdiction to reinsurers licensed and domiciled in 
the United States. A qualified jurisdiction must agree to share informa- 
tion and cooperate with the commissioner with respect to all certified 
reinsurers domiciled within that jurisdiction. A jurisdiction may not be 
recognized as a qualified jurisdiction if the commissioner has deter- 
mined that the jurisdiction does not adequately and promptly enforce 
final United States judgments and arbitration awards. Additional 
factors may be considered at the commissioner’s discretion. 

(iii) A list of qualified jurisdictions shall be published through the 
NAIC committee process. The commissioner shall consider this list in 
determining qualified jurisdictions. If the commissioner approves a 
jurisdiction as qualified that does not appear on the list of qualified 
jurisdictions, the commissioner shall provide thoroughly documented 
justification in accordance with the criteria established in rules promul- 
gated in accordance with the Uniform Administrative Procedures Act. 

(iv) United States jurisdictions that meet the requirement for ac- 
creditation under the NAIC financial standards and accreditation 
program shall be recognized as qualified jurisdictions. 

(v) If a certified reinsurer’s domiciliary jurisdiction ceases to be a 
qualified jurisdiction, the commissioner has the discretion to suspend 
the reinsurer’s certification indefinitely, in leu of revocation. 

(E) The commissioner shall assign a rating to each certified reinsurer, 
giving due consideration to the financial strength ratings that have been 
assigned by rating agencies deemed acceptable to the commissioner 
pursuant to rules promulgated in accordance with the Uniform Adminis- 
trative Procedures Act. The commissioner shall publish a list of all 
certified reinsurers and their ratings. 

(F)G) A certified reinsurer shall secure obligations assumed from the 

United States ceding insurers under this subdivision (b)(6) at a level 

consistent with its ratings, as specified in rules promulgated by the 

commissioner in accordance with the Uniform Administrative Proce- 
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dures Act. 

(ii) In order for a domestic ceding insurer to qualify for full financial 
statement credit for reinsurance ceded to a certified reinsurer, the 
certified reinsurer shall maintain security in a form acceptable to the 
commissioner and consistent with § 56-2-209, or in a multi-beneficiary 
trust in accordance with subdivision (b)(5), except as otherwise provided 
in this subdivision (b)(6). 

(iii) If a certified reinsurer maintains a trust to fully secure its 
obligations subject to subdivision (b)(5), and chooses to secure its 
obligations incurred as a certified reinsurer in the form of a multi- 
beneficiary trust, the certified reinsurer shall maintain separate trust 
accounts for its obligations incurred under reinsurance agreements 
issued or renewed as a certified reinsurer with reduced security as 
permitted by this subdivision (b)(6) or comparable laws of other United 
States jurisdictions and for its obligations subject to subdivision (b)(5). 
It shall be a condition to grant the certification under this subdivision 
(b)(6) that the certified reinsurer shall have bound itself, by the 
language of the trust and agreement with the commissioner with 
principal regulatory oversight of each such trust account, to fund, upon 
termination of any such trust account, out of the remaining surplus of 
such trust any deficiency of any other such trust account. 

(iv) The minimum trusteed surplus requirements provided in subdi- 
vision (b)(5) are not applicable to a multi-beneficiary trust maintained 
by a certified reinsurer for the purpose of securing obligations incurred 
under this subdivision (b)(6), except that such trust shall maintain a 
minimum trusteed surplus of ten million dollars ($10,000,000). 

(v) With respect to obligations incurred by a certified reinsurer under 
this subdivision (b)(6), if the security is insufficient, the commissioner 
shall reduce the allowable credit by an amount proportionate to the 
deficiency, and has the discretion to impose further reductions in 
allowable credit upon finding that there is a material risk that the 
certified reinsurer’s obligations will not be paid in full when due. 

(vi)(a) For purposes of this subdivision (b)(6), a certified reinsurer 

whose certification has been terminated for any reason shall be 

treated as a certified reinsurer required to secure one hundred 
percent (100%) of its obligations. 

(6) As used in this subdivision (b)(6), “terminated” refers to revo- 
cation, suspension, voluntary surrender, or inactive status. 

(c) If the commissioner continues to assign a higher rating as 
permitted by other provisions of this section, this subdivision 
(b)(6)(F)(vi) does not apply to a certified reinsurer in active status or 
to a reinsurer whose certification has been suspended. 

(G) If an applicant for certification has been certified as a reinsurer in 
an NAIC accredited jurisdiction, the commissioner has the discretion to 
defer to that jurisdiction’s certification, and has the discretion to defer to 
the rating assigned by that jurisdiction, and such assuming insurer shall 
be considered to be a certified reinsurer in this state. 

(H) A certified reinsurer that ceases to assume a new business in this 
state may request to maintain its certification in inactive status in order 
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to continue to qualify for a reduction in security for its in-force business. 

An inactive certified reinsurer shall continue to comply with all applicable 

requirements of this subdivision (b)(6), and the commissioner shall assign 

a rating that takes into account, if relevant, the reasons why the reinsurer 

is not assuming new business. 

(7) Credits shall be allowed when the reinsurance is ceded to an assuming 
insurer not meeting the requirements of any of subdivisions (b)(2)-(6), but 
only with respect to the insurance of risks located in jurisdictions where the 
reinsurance is required by applicable law, rule, or regulation of that 
jurisdiction. 

(8)(A) If the assuming insurer is not licensed, accredited or certified to 

transact insurance or reinsurance in this state, the credit permitted by 

subdivisions (b)(4) and (5) shall not be allowed unless the assuming 
insurer agrees in the reinsurance agreements: 

(i) That, in the event of the failure of the assuming insurer to perform 
its obligations under the terms of the reinsurance agreement, the 
assuming insurer, at the request of the ceding insurer, shall submit to 
the jurisdiction of any court of competent jurisdiction in any state of the 
United States, shall comply with all requirements necessary to give the 
court jurisdiction, and shall abide by the final judgment of the court or 
of any appellate court in the event of an appeal; and 

(ii) To designate the commissioner or a designated attorney to receive 
service of process in any action, suit or proceeding instituted by or on 
behalf of the ceding company. 

(B) This subdivision (b)(8) shall not prohibit or otherwise prevent the 
parties to a reinsurance agreement from arbitrating disputes, if such an 
obligation is created in the agreement between the parties. 

(9) If the assuming insurer does not meet the requirements of subdivision 
(b)(2), (b)(3), or (b)(4), the credit permitted by subdivision (b)(5) or (b)(6) shall 
not be allowed unless the assuming insurer agrees in the trust agreements 
to the following conditions: 

(A) Notwithstanding any other provisions in the trust instrument, if 
the trust fund is inadequate because it contains an amount less than the 
amount required by subdivision (b)(5)(C), or if the grantor of the trust has 
been declared insolvent or placed into receivership, rehabilitation, liqui- 
dation or similar proceedings under the laws of its state or country of 
domicile, the trustee shall comply with an order of the commissioner with 
regulatory oversight over the trust or with an order of a court of competent 
jurisdiction directing the trustee to transfer to the commissioner with 
regulatory oversight all of the assets of the trust fund; 

(B) The assets shall be distributed by and claims shall be filed with and 
valued by the commissioner with regulatory oversight in accordance with 
the laws of the state in which the trust is domiciled that are applicable to 
the liquidation of domestic insurance companies; 

(C) If the commissioner with regulatory oversight determines that 
assets of the trust fund or any part thereof are not necessary to satisfy the 
claims of the United States ceding insurers of the grantor of the trust, the 
assets or part thereof shall be returned by the commissioner with 
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regulatory oversight to the trustee for distribution in accordance with the 
trust agreement; and 

(D) The grantor shall waive any right otherwise available to it under 
United States law that is inconsistent with this subdivision (b)(9). 
(10)(A) If an accredited or certified reinsurer ceases to meet the require- 
ments for accreditation or certification, the commissioner may suspend or 
revoke the reinsurer’s accreditation or certification. 

(B) The commissioner must give the reinsurer notice and an opportu- 
nity for hearing in accordance with the Uniform Administrative Proce- 
dures Act. The suspension or revocation may not take effect until after the 
commissioner’s order or hearing, unless: 

(i) The reinsurer waives its right to hearing; 

(ii) The commissioner’s order is based on regulatory action by the 
reinsurer’s domiciliary jurisdiction or the voluntary surrender or termi- 
nation of the reinsurer’s eligibility to transact insurance or reinsurance 
business in its domiciliary jurisdiction or in the primary certifying state 
of the reinsurer under subdivision (b)(6)(F); or 

(iii) The commissioner finds that an emergency requires immediate 
action and a court of competent jurisdiction has not stayed the commis- 
sioner’s action. 

(C) While a reinsurer’s accreditation or certification is suspended, no 
reinsurance contract issued or renewed after the effective date of the 
suspension qualifies for credit, except to the extent that the reinsurer’s 
obligations under the contract are secured in accordance with § 56-2-209. 
If a reinsurer’s accreditation or certification is revoked, no credit for 
reinsurance may be granted after the effective date of the revocation, 
except to the extent that the reinsurer’s obligations under the contract are 
secured in accordance with subdivision (b)(6)(E) or § 56-2-209. 

(11) Concentration Risk. ' 

(A) A ceding insurer shall take steps to manage its reinsurance recov- 
erables proportionate to its own book of business. A domestic ceding 
insurer shall notify the commissioner within thirty (30) days after rein- 
surance recoverables from any single assuming insurer, or group of 
affiliated assuming insurers, exceeds fifty percent (50%) of the domestic 
ceding insurer’s last reported surplus to policyholders, or after it is 
determined that reinsurance recoverables from any single assuming 
insurer, or group of affiliated assuming insurers, are likely to exceed this 
limit. The notification shall demonstrate that the exposure is safely 
managed by the domestic ceding insurer. 

(B) A ceding insurer shall take steps to diversify its reinsurance 
program. A domestic ceding insurer shall notify the commissioner within 
thirty (30) days after ceding to any single assuming insurer, or group of 
affiliated assuming insurers, more than twenty percent (20%) of the ceding 
insurer’s gross written premium in the prior calendar year, or after it has 
determined that the reinsurance ceded to any single assuming insurer, or 
group of affiliated insurers, is likely to exceed this limit. The notification 
shall demonstrate that the exposure is safely managed by the domestic 
ceding insurer. 
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History. 

Acts 1947, ch. 154, § 2; 1949, ch. 105, § 1;C. 
Supp. 1950, § 6105.2 (Williams, § 6459.71); 
T.C.A. (orig. ed.), §§ 56-212; 56-226; Acts 1985, 
ch. 252, § 1; 1993, ch. 253, § 8; 1994, ch. 585, 
§§ 1, 2; 2016, ch. 735, § 6. 


Compiler’s Notes. 

Acts 1985, ch. 107, § 6 provided that nothing 
in that act shall repeal or supersede this sec- 
tion. Chapter 107 is compiled primarily as 
§§ 56-7-903 — 56-7-913. 


Amendments. 

The 2016 amendment rewrote the section 
which read, “Credit for reinsurance shall be 
allowed a domestic ceding insurer as either an 
asset or a deduction from liability on account of 
reinsurance ceded only when the reinsurer 
meets the requirements of subdivision (1), (2), 
(3), (4) or (5). If an insurer is meeting the 
requirements of subdivision (3) or (4), the re- 
quirements of subdivision (6) must also be met. 

“(1) Credit shall be allowed when the reinsur- 
ance is ceded to an assuming insurer that is 
licensed to transact insurance or reinsurance in 
this state; 

“(2) Credit shall be allowed when the reinsur- 
ance is ceded to an assuming insurer that is 
accredited as a reinsurer in this state. An 
accredited reinsurer is one that: 

“(A) Files with the commissioner evidence of 
its submission to this state’s jurisdiction; 

“(B) Submits to this state’s authority to ex- 
amine its books and records; 

“(C) Is licensed to transact insurance or rein- 
surance in at least one (1) state, or in the case 
of a United States branch of an alien assuming 
insurer is entered through and licensed to 
transact insurance or reinsurance in at least 
one (1) state; 

“(D) Files annually with the commissioner a 
copy of its annual statement filed with the 
insurance department of its state of domicile 
and a copy of its most recent audited financial 
statement; and either: 

“(i) Maintains a surplus as regards policy- 
holders in an amount that is not less than 
twenty million dollars ($20,000,000) and whose 
accreditation has not been denied by the com- 
missioner within ninety (90) days of its submis- 
sion; or 

“(ii) Maintains a surplus as regards policy- 
holders in an amount that is not less than 
twenty million dollars ($20,000,000) and whose 
accreditation has been approved by the com- 
missioner; 

“(E) No credit shall be allowed a domestic 
ceding insurer if the assuming insurer’s ac- 
creditation has been revoked by the commis- 
sioner after notice and hearing; 

“(3)(A) Credit shall be allowed when the 
reinsurance is ceded to an assuming insurer 
that is domiciled and licensed in, or in the case 
of a United States branch of an alien assuming 
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insurer is entered through, a state that em- 
ploys standards regarding credit for reinsur- 
ance substantially similar to those applicable 
under this title, and the assuming insurer or 
United States branch of an alien assuming 
insurer: 

“(i) Maintains a surplus as regards policy- 
holders in an amount of not less than twenty 
million dollars ($20,000,000); and 

“(ii) Submits to the authority of this state to 
examine its books and records; 

“(B) Provided, that the requirement of subdi- 
vision (3)(A)(i) does not apply to reinsurance 
ceded and assumed pursuant to pooling ar- 
rangements among insurers in the same hold- 
ing company system; 

“(4)(A) Credit shall be allowed when the 
reinsurance is ceded to an assuming insurer 
that maintains a trust fund in a qualified 
United States financial institution, as defined 
in § 56-2-209(d) , for the payment of the valid 
claims of its United States policyholders and 
ceding insurers, their assigns and successors in 
interest. The assuming insurer shall report 
annually to the commissioner information sub- 
stantially the same as that required to be 
reported on the National Association of Insur- 
ance Commissioners (NAIC) annual statement 
form by licensed insurers to enable the commis- 
sioner to determine the sufficiency of the trust 
fund. In the case of a single assuming insurer, 
the trust shall consist of a trustee account 
representing the assuming insurer’s liabilities 
attributable to business written in the United 
States and, in addition, the assuming insurer 
shall maintain a trusteed surplus of not less 
than twenty million dollars ($20,000,000). In 
the case of a group including incorporated and 
individual unincorporated underwriters, the 
trust shall consist of a trusteed account repre- 
senting the group’s liabilities attributable to 
business written in the United States and, in 
addition, the group shall maintain a trusteed 
surplus of which one hundred million dollars 
($100,000,000) shall be held jointly for the 
benefit of United States ceding insurers of any 
member of the group; the incorporated mem- 
bers of the group shall not be engaged in any 
business other than underwriting as a member 
of the group and shall be subject to the same 
level of solvency regulation and control by the 
group’s domiciliary regulator as are the unin- 
corporated members; and the group shall make 
available to the commissioner an annual certi- 
fication of the solvency of each underwriter by 
the group’s domiciliary regulator and its inde- 
pendent public accountants; 

“(B) In the case of a group of incorporated 
insurers under common administration which 
complies with the filing requirements con- 
tained in subdivision (4)(A), and that has con- 
tinuously transacted an insurance business 
outside the United States for at least three (3) 
years immediately prior to making application 
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for accreditation, and submits to this state’s 
authority to examine its books and records and 
bears the expense of the examination, and that 
has an aggregate policyholders surplus of ten 
billion dollars ($10,000,000,000), the trust shall 
be in an amount equal to the group’s several 
liabilities attributable to business ceded by 
United States ceding insurers to any member of 
the group pursuant to reinsurance contracts 
issued in the name of the group; plus the group 
shall maintain a joint trusteed surplus of which 
one hundred million dollars ($100,000,000) 
shall be held jointly and exclusively for the 
benefit of United States ceding insurers of any 
member of the group as additional security for 
the liabilities, and each member of the group 
shall make available to the commissioner an 
annual certification of the member’s solvency 
by the member’s domiciliary regulator and its 
independent public accountant; 

“(C) The trust shall be established in a form 
approved by the commissioner. The trust in- 
strument shall provide that contested claims 
shall be valid and enforceable upon the final 
order of any court of competent jurisdiction in 
the United States. The trust shall vest legal 
title to its assets in the trustees of the trust for 
its United States policyholders and ceding in- 
surers, their assigns and successors in interest. 
The trust and the assuming insurer shall be 
subject to examination as determined by the 
commissioner. The trust described in this sub- 
division (4) must remain in effect for as long as 
the assuming insurer has outstanding obliga- 
tions due under the reinsurance agreements 
subject to the trust; 

“(D) No later than February 28 of each year, 
the trustees of the trust shall report to the 
commissioner in writing setting forth the bal- 
ance of the trust and listing the trust’s invest- 
ments at the preceding year end and shall 
certify the date of termination of the trust, if so 
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planned, or certify that the trust shall not 
expire prior to the next following December 31; 

“(5) Credits shall be allowed when the rein- 
surance is ceded to an assuming insurer not 
meeting the requirements of subdivision (1), 
(2), (3) or (4), but only with respect to the 
insurance of risks located in jurisdictions 
where the reinsurance is required by applicable 
law or regulation of that jurisdiction; and 

“(6) If the assuming insurer is not licensed or 
accredited to transact insurance or reinsurance 
in this state, the credit permitted by subdivi- 
sions (3) and (4) shall not be allowed unless the 
assuming insurer agrees in the reinsurance 
agreements: 

“(A) That, in the event of the failure of the 
assuming insurer to perform its obligations 
under the terms of the reinsurance agreement, 
the assuming insurer, at the request of the 
ceding insurer, shall submit to the jurisdiction 
of any court of competent jurisdiction in any 
state of the United States, will comply with all 
requirements necessary to give the court juris- 
diction, and will abide by the final decision of 
the court or of any appellate court in the event 
of an appeal; and 

“(B) To designate the commissioner or a des- 
ignated attorney as its true and lawful attorney 
upon whom may be served any lawful process 
in any action, suit or proceeding instituted by 
or on behalf of the ceding company. This subdi- 
vision (6)(B) is not intended to conflict with or 
override the obligation of the parties to a rein- 
surance agreement to arbitrate their disputes, 
if such an obligation is created in the agree- 
ment.” 


Effective Dates. 
Acts 2016, ch. 735, § 10. April 7, 2016. 


Section to Section References. 
This section is referred to §§ 56-2-209, 56-22- 
106. 


56-2-209. Assuming insurers — Determination of financial condition. 


(a) An asset or a reduction from liability for the reinsurance ceded by a 
domestic insurer to an assuming insurer not meeting the requirements of 
§ 56-2-208 shall be allowed in an amount not exceeding the liabilities carried 
by the ceding insurer. The reduction shall be in the amount of funds held by or 
on behalf of the ceding insurer, including funds held in trust for the ceding 
insurer, under a reinsurance contract with the assuming insurer as security for 
the payment of obligations under the contract, if the security is held in the 
United States subject to withdrawal solely by, and under the exclusive control 
of, the ceding insurer, or, in the case of a trust, held in a qualified United States 
financial institution. This security may be in the form of: 

(1) Cash; 
(2) Securities listed by the Securities Valuation Office of the National 

Association of Insurance Commissioners, including those deemed exempt 

from filing as defined by the Purposes and Procedures Manual of the 
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Securities Valuation Office, and qualifying as admitted assets; 

(3) Clean, irrevocable, unconditional letters of credit, issued or confirmed 
by a qualified United States financial institution no later than December 31 
of the year for which filing is being made, and in the possession of the ceding 
company on or before the filing date of its annual statement; or 

(4) Any other form of security acceptable to the commissioner. 

(b) Letters of credit meeting applicable standards of issuer acceptability as 
of the dates of their issuance, or confirmation, shall, notwithstanding the 
issuing or confirming institution’s subsequent failure to meet applicable 
standards of issuer acceptability, continue to be acceptable as security until 
their expiration, extension, renewal, modification or amendment, whichever 
first occurs. 

(c) For purposes of subdivision (a)(3), a “qualified United States financial 
institution” means an institution that: 

(1) Is organized or licensed, in the case of a United States office of a 
foreign banking organization, under the laws of the United States or any 
state in the United States; 

(2) Is regulated, supervised and examined by United States federal or 
state authorities having regulatory authority over banks and trust compa- 
nies; and 

(3) Has been determined by either the commissioner, or the Securities 
Valuation Office of the National Association of Insurance Commissioners, to 
meet the standards of financial condition and standing considered necessary 
and appropriate to regulate the quality of financial institutions whose letters 
of credit will be acceptable to the commissioner. 

(d) For purposes of those provisions of this chapter specifying those insti- 
tutions that are eligible to act as a fiduciary of a trust, “qualified United States 
financial institution” means an institution that: 

(1) Is organized or licensed, in the case of a United States branch or 
agency office of a foreign banking organization, under the laws of the United 
States or any state and has been granted authority to operate with fiduciary 
powers; and 

(2) Is regulated, supervised and examined by federal or state authorities 
having regulatory authority over banks and trust companies. 

(e) The commissioner may adopt rules and regulations implementing this 
section and § 56-2-208. The rules and regulations shall be promulgated 
pursuant to the Uniform Administrative Procedures Act, compiled in title 4, 
chapter 5. 

(f) This section and § 56-2-208 apply to all cessions after July 1, 1993, under 
reinsurance agreements that have had an inception, anniversary, or renewal 
date not less than six (6) months after July 1, 1993. 


History. asset or a reduction” for “A reduction” at the 


Acts 1947, ch. 154, § 3; C. Supp. 1950, 
§ 6105.3 (Williams, § 6459.72); T.C.A. (orig. 
ed.), §§ 56-213, 56-227; Acts 1993, ch. 253, § 8; 
2016, ch. 735, § 7. 


Amendments. 
The 2016 amendment, in (a), substituted “An 


beginning of the first sentence, substituted 
“ceding insurer. The” for “ceding insurer, and 
the” later in the same sentence, and deleted “as 
defined in subsection (d)” following “qualified 
United States financial institution”; in (a)(2), 
inserted “, including those deemed exempt from 
filing as defined by the Purposes and Proce- 
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dures Manual of the Securities Valuation Of- 
fice,” following “National Association of Insur- 
ance Commissioners”; and, in _  (a)(A4), 
substituted “financial institution” for “institu- 
tion, as defined in subsection (c),”. 


Effective Dates. 
Acts 2016, ch. 735, § 10. April 7, 2016. 
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Section to Section References. 

Sections 56-2-207 — 56-2-209 are referred to 
in §§ 56-2-210, 56-25-304, 56-25-1304. 

This section is referred to in §§ 50-6-405, 
56-2-208, 56-2-210, 56-25-1304. 


56-2-210. Responsibilities and obligations of limited credit life and 
credit accident and health reinsurer. 


(a) As used in this section, “limited credit life and credit accident and health 
reinsurer” means a domestic credit life and credit accident and health 


reinsurer that: 


(1) Reinsures only credit life insurance or credit accident and health 
insurance as defined in § 56-2-201, or both, in the manner provided for in 
§ 56-2-114(b); 

(2) Has been authorized by the commissioner to do so in Tennessee and is 
not so authorized in any other state; and 

(3) Secures all of its reinsurance reserve liabilities that have been 

assumed under a reinsurance agreement that has been approved by the 
commissioner with funds withheld or maintained in a trust fund that 
complies with §§ 56-2-207, 56-2-208 and 56-2-209 and in an amount that is 
not less than one hundred ten percent (110%) of the amount of the liabilities 
assumed. 
(b)(1) The responsibilities and obligations of a limited credit life and credit 
accident and health reinsurer under this title shall be modified as set out in 
this section. A limited credit life and credit accident and health reinsurer 
shall demonstrate its compliance with the requirements in subsection (a) in 
the annual statement filed with the commissioner for the preceding year and 
shall maintain assets to secure the liabilities in the percentage relationship 
at all times. In determining compliance with this requirement, the commis- 
sioner shall value securities in the manner prescribed in §§ 56-3-113 and 
56-3-114, and shall take into account only the securities that constitute 
admitted assets under chapter 3, part 3 of this title, and § 56-1-405. 

(2) A company may not be a limited credit life and credit accident and 
health reinsurer during any period in which it is an affiliate of an insurer. In 
determining whether a company is an affiliate, tests provided for in 
§ 56-11-101 shall be applied to determine a company’s status. 

(c) Notwithstanding any contrary provision in this title, a limited credit life 
and credit accident and health reinsurer shall be excused from: 

(1) Filing personal financial statements to accompany insurance holding 
company forms under § 56-11-105; 

(2) Filing any audited financial statements pursuant to rules authorized 
by § 56-1-501(h); 

(3) Filing any risk-based capital reports under chapter 46 of this title; 

(4) Filing any management discussion and analysis; 

(5) Filing with respect to material transactions under §§ 56-10-301 — 
56-10-3083; 

(6) Filing any actuarial certification; 
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(7) Any filing of its annual statement or quarterly statement with the 

National Association of Insurance Commissioners; and 

(8) Filing with respect to extraordinary dividends under § 56-11-106(b). 

(d) The commissioner is excused from any obligation to perform regular 
examination of a limited credit life and credit accident and health reinsurer 
under § 56-1-408, but shall retain the power to make an examination of any 
accounts, records, files, documents, and transactions pertaining to insurance of 
the limited credit life and credit disability reinsurer whenever the commis- 
sioner deems it prudent to do so under § 56-1-409. 

(e) A limited credit life and credit accident and health reinsurer shall file 
with the commissioner copies of all reinsurance agreements, including amend- 
ments to the agreements, to which the reinsurer is a party. The agreement or 
amendment shall not be effective until and unless the agreement or amend- 
ment is approved by the commissioner; provided, however, that the agreement 
or amendment shall be deemed approved if the commissioner does not 
disapprove the agreement or amendment in writing within thirty (30) days 
after the reinsurer files a copy of the agreement or amendment with the 
commissioner. 

(f) The commissioner may approve a merger in which a limited credit life 
and credit accident insurance company is a constituent party without holding 
the otherwise required hearing on a merger of a limited credit life and credit 
accident and health reinsurer with another entity, unless the requirement of a 
hearing under § 56-10-104(b) applies to another party to the merger. 

(g) The commissioner may permit an applicant to seek a certificate of 
authority pursuant to a simplified and abbreviated application form under 
which the company seeking authority from the commissioner to engage in the 
business of being a limited credit life and credit accident and health reinsurer 
may apply for a certificate of authority to engage in the business. 

(h) This section shall apply to all reports and documents required to be filed 
after December 31, 2000. 


History. 
Acts 2001, ch. 118, § 1. 


PART 3 
RULES AND REGULATIONS 


56-2-301. Promulgation of rules and regulations. 


(a) The commissioner is authorized to promulgate rules and regulations not 
in conflict with this section and §§ 56-2-101, 56-2-103, 56-2-113 — 56-2-115, 
and 56-2-201 for the purpose of implementing those sections so as to regulate 
the writing of the various kinds and types of insurance provided for in those 
sections. 

(b) The commissioner is authorized to promulgate rules and regulations to 
allow for the filing of documents with the commissioner pursuant to this title 
through a designated filing depository. 

(c) Regulations promulgated pursuant to this section shall have the same 
force and effect of law. 
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History. 56-2-102, 56-2-104, 56-2-116, 56-2-405, 56-19- 
Acts 1955, ch. 13, § 1; T.C.A., §§ 56-308, 124, 56-20-117. 
56-216; Acts 2003, ch. 215, §§ 1, 2. 


Section to Section References. 
This section is referred to in §§ 56-2-101, 


56-2-302. Notice of hearing on issuance of cease and desist order. 


Whenever the commissioner determines that a company, corporation, asso- 
ciation, person, or entity of whatever nature is violating or is about to violate 
§ 56-2-105, the commissioner may issue a notice of hearing and charges 
requiring the company, corporation, association, person, or entity of whatever 
nature to show cause why an order should not issue requiring the person or 
entity to cease and desist the unauthorized business of insurance in this state. 


History. 
Acts 1993, ch. 253, § 16. 


56-2-303. Hearings. 


Any hearing conducted under this part shall be conducted pursuant to the 
Uniform Administrative Procedures Act, compiled in title 4, chapter 5. 


History. 
Acts 1998, ch. 253, § 16. 


56-2-304. Cease and desist orders. 


If the commissioner finds that public health, safety, or welfare imperatively 
requires emergency action, and incorporates a finding to that effect in an order, 
a summary cease and desist order may be issued pending proceedings for other 
actions under this part. These proceedings shall be promptly instituted and 
determined. 


History. 
Acts 1993, ch. 253, § 16. 


56-2-305. Violations — Commissioner’s orders — Penalties. 


(a) If, after providing notice consistent with the process established by 
§ 4-5-320(c) and providing the opportunity for a contested case hearing held in 
accordance with the Uniform Administrative Procedures Act, compiled in title 
4, chapter 5, part 3, the commissioner finds that any insurer, person, or entity 
required to be licensed, permitted, or authorized by the division of insurance 
has violated any statute, rule or order, the commissioner may, at the commis- 
sioner’s discretion, order: 

(1) The insurer, person, or entity to cease and desist from engaging in the 
act or practice giving rise to the violation; 

(2) Payment of a monetary penalty of not more than one thousand dollars 
($1,000) for each violation, but not to exceed an aggregate penalty of one 
hundred thousand dollars ($100,000), unless the insurer, person, or entity 
knowingly violates a statute, rule or order, in which case the penalty shall 
not be more than twenty-five thousand dollars ($25,000) for each violation, 
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not to exceed an aggregate penalty of two hundred fifty thousand dollars 

($250,000). This subdivision (a)(2) shall not apply where a statute or rule 

specifically provides for other civil penalties for the violation. For purposes 

of this subdivision (a)(2), each day of continued violation shall constitute a 

separate violation; and 

(3) The suspension or revocation of the insurer’s, person’s, or entity’s 
license. 

(b) In determining the amount of penalty to assess under this section, or in 
determining whether the violation was a knowing violation for the purpose of 
subdivision (a)(2), the commissioner shall consider any evidence relative to the 
following criteria: 

(1) Whether the insurer, person or entity could reasonably have inter- 
preted its actions to be in compliance with the obligations required by a 
statute, rule or order; 

(2) Whether the amount imposed will be a substantial economic deterrent 
to the violator; 

(3) Whether the amount imposed would put the violator in a hazardous 
financial condition; 

(4) The circumstances leading to the violation; 

(5) The severity of the violation and the risk of harm to the public; 

(6) The economic benefits gained by the violator as a result of 
noncompliance; 

(7) The interest of the public; and 

(8) The insurer’s, person’s, or entity’s efforts to cure the violation. 

(c) Notwithstanding the limitations set forth in subdivision (a)(2), no 
aggregate penalty limits shall apply to the following: 

(1) Failure to file audited statements required pursuant to § 56-1-501(h) 
and rules promulgated under § 56-1-501(h); 

(2) Failure to file quarterly financial statements as required by statute or 
regulation; 

(3) Failure to file actuarial opinions pursuant to § 56-1-501(d) and rules 
promulgated under § 56-1-501(d); 

(4) Failure to file annual reports pursuant to §§ 56-19-119, 56-28-111, 
56-29-113, 56-30-117, 56-31-116, 56-43-108, and 56-44-104; 

(5) Failure to file a risk-based capital report pursuant to § 56-46-103; and 

(6) Violations of orders issued after a contested case hearing held in 
accordance with the Uniform Administrative Procedures and pursuant to 
subdivision (a)(1). 

(d) This section does not apply to individual or business entity insurance 
producers licensed pursuant to chapter 6, part 1 of this title. 

(e)(1) Notwithstanding any law to the contrary, civil penalties received 

under the authority of this section shall be utilized by the department, at the 

discretion of the commissioner, to: 
(A) Defray its expenses related to the liquidation of insurance compa- 
nies as provided by chapter 9 of this title; 
(B) Promote consumer awareness of insurance; or 
(C) Provide training or educational opportunities to employees of the 
division of insurance. 
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(2) Any subaccount currently used by the department for training and 
education may also be used for the promotion of consumer awareness. 
(f)(1) If, at any time following the certification of the vehicle insurance 
verification program under § 55-12-212, the commissioner of commerce and 
insurance finds that an automobile liability insurer, as defined in § 55-12- 
203, has intentionally violated § 56-7-1118, then the commissioner may, 
after providing the opportunity for a contested case hearing held in accor- 
dance with the Uniform Administrative Procedures Act, compiled in title 4, 
chapter 5, assess a civil penalty against the automobile liability insurer of up 
to two hundred fifty dollars ($250) for each day the insurer fails to comply 
with § 56-7-1118. The commissioner may excuse or reduce the civil penalty 
under this subdivision (f)(1) for good cause. 

(2) Until the certification of the program occurs, the commissioner shall 
not assess any civil penalty or convene a contested case hearing for an 
alleged violation of § 56-7-1118 by an automobile liability insurer. 


History. 
Acts 2007, ch. 338, § 1; 2015, ch. 511, § 8. 


Compiler’s Notes. 

Acts 2015, ch. 511, § 10 provided that the 
commissioner of revenue, the commissioner of 
safety, and the commissioner of commerce and 
insurance are authorized to promulgate rules 
to effectuate the purposes of the act. All rules 


shall be promulgated in accordance with the 
Uniform Administrative Procedures Act, com- 
piled in Tennessee Code Annotated, title 4, 
chapter 5. 


Section to Section References. 

This section is referred to in §§ 50-6-215, 
56-5-122, 56-6-112, 56-7-1004, 56-50-107, 56- 
50-115, 56-60-104, 56-61-111. 


PART 4 
FOREIGN AND ALIEN INSURANCE COMPANIES 


56-2-401. Alien government controlled companies excluded — Defini- 
tion. 


(a) Any insurance company or other insurance entity that is financially 
owned or financially controlled by any alien or foreign government outside the 
continental limits of the United States or the territories of the United States is 
prohibited from doing any kind of insurance business in this state. 

(b) For the purposes of this section and §§ 56-2-402 — 56-2-404, “alien or 
foreign government” means any foreign government or any state, province, 
municipality, or political subdivision of any foreign government, but does not 
apply to any insurance company organized under the laws of a foreign nation 
that is financially owned or financially controlled by the private citizens or 
private business interests of the foreign nation. 


History. Textbooks. 
Acts 1955, ch. 3, § 1; T.C.A., §§ 56-323, 56- Tennessee Jurisprudence, 15 Tenn. Juris., 
228. Insurance, § 78. 


Section to Section References. 
Sections 56-2-401 — 56-2-404 are referred to 
in §§ 56-2-403, 56-2-404. 
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56-2-402. Issuance of license to company controlled by foreign govern- 
ment prohibited. 


The commissioner is forbidden to grant a license to any insurance company 
or other insurance entity that is financially owned or financially controlled by 
any alien or foreign government outside the continental limits of the United 
States or the territories of the United States, or to authorize the company or 
entity to transact any kind of insurance business in this state. 


History. Section to Section References. 
Acts 1955, ch. 3, § 2; T.C.A., §§ 56-324, 56- Sections 56-2-401 — 56-2-404 are referred to 
229. in §§ 56-2-401, 56-2-403, 56-2-404. 


56-2-403. Penalty for violations. 


Any insurance company or other insurance entity that is financially owned 
or financially controlled by any alien or foreign government outside the 
continental limits of the United States or the territories of the United States, 
or any representative or agent of the company or entity, that violates 
§§ 56-2-401, 56-2-402, this section and § 56-2-404, commits a Class C misde- 
meanor. 


History. Section to Section References. 
Acts 1955, ch. 3, § 3; T.C.A., §§ 56-325, 56- Sections 56-2-401 — 56-2-404 are referred to 
230; Acts 1989, ch. 591, § 113. in §§ 56-2-401, 56-2-404. 


Cross-References. 
Penalty for Class C misdemeanor, § 40-35- 
We 


56-2-404. Foreign government controlled company as public nuisance 
— Injunction. 


Any violation of §§ 56-2-401 — 56-2-403 and this section by an insurance 
company or other insurance entity that is financially owned or financially 
controlled by any alien or foreign government outside the continental limits of 
the United States or the territories of the United States, or by any represen- 
tative or agent of the company or entity, is declared to be a public nuisance, and 
the commissioner is authorized and empowered to enjoin the nuisance by 
injunctive proceedings in the chancery court in like manner as is provided by 
the general statutes pertaining to enjoining nuisances. 


History. Section to Section References. 
~ Acts 1955, ch. 3, § 4; T.C.A., §§ 56-326, 56- Sections 56-2-401 — 56-2-404 are referred to 
231. in §§ 56-2-401, 56-2-403. 


Cross-References. 
Injunction of nuisances, §§ 29-3-102 — 29-3- 
12; 


56-2-405. Admission of companies of other countries — Deposits. 


(a) Any foreign company, if incorporated or associated under the laws of any 
government or state other than the United States, shall not be admitted until, 
besides complying with the conditions of §§ 56-2-101 — 56-2-103, 56-2-113 — 
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56-2-115, 56-2-201 and 56-2-301, it has made a deposit with the state 
treasurer, or with the financial officer of some other state of the United States, 
a sum of not less than two hundred thousand dollars ($200,000). 

(b) The deposit must be in exclusive trust for the benefit and security of all 
the company’s policyholders and creditors in the United States, and may be 
made in bonds of this state or of the United States, or of some state in the 
United States, or other good securities satisfactory to the commissioner. 

(c) The deposit shall be in lieu of any other deposit required of life insurance 
companies incorporated under the laws of any government or state other than 
the United States. 


History. Section to Section References. 

Acts 1895, ch. 160, § 10; 1909, ch. 181, § 1; This section is referred to in §§ 56-2-206, 
Shan., § 3293; Code 1932, § 6109; T.C.A. (orig. 56-2-406. 
ed.), §§ 56-310, 56-232; Acts 1989, ch. 36, § 3. 


Cross-References. 
Companies on Lloyd’s plan authorized to do 
business, § 56-2-206. 


56-2-406. Trustees of companies of other countries. 


(a) Any admitted company of a foreign country may appoint trustees who 
are citizens of the United States, and approved by the commissioner, to hold 
funds in trust for the benefit of its policyholders and creditors in the United 
States. 

(b) These trustees shall be named by the directors of the company, and a 
certified copy of the record of the appointment of the trustees and of the deed 
of trust shall be filed in the office of the commissioner, who may examine the 
trustees and the assets in trust, and all books and papers relating to the trust, 
in the same manner that the commissioner may examine the officers, agents, 
assets, and affairs of insurance companies. 

(c) The funds held by the trustees, so far as the funds are in securities, 
money, or credits, admissible as sound assets in the financial accounts of 
insurance companies, shall, together with its deposits made in accordance with 
§ 56-2-405, constitute the assets of the company as regards its policyholders 
and creditors in the United States. 


History. 1932, § 6110; T.C.A. (orig. ed.), §§ 56-311, 56- 
Acts 1895, ch. 160, § 11; Shan., § 3294; Code 233. 


56-2-407. Revocation of authority of foreign companies. 


The authority of a foreign insurance company may be revoked: 

(1) If it violates or neglects to comply with any law obligatory upon it; 

(2) Whenever, in the opinion of the commissioner, its condition is un- 
sound, or its assets above its liabilities exclusive of capital and inclusive of 
unearned premiums, as provided in §§ 56-1-402 — 56-1-405 [see the 
Compiler’s Notes], are less than the amount of its original capital or required 
unimpaired funds; or 

(3) If any foreign company licensed to transact business in this state 
reinsures or accepts reinsurance on property located in this state for any 
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company not authorized to transact the business of insurance in this state; 
provided, that § 56-1-102 does not apply to foreign marine policies. 


History. this section, were repealed by Acts 2013, ch. 
Acts 1895, ch. 160, § 12; Shan., § 3295; Acts 260, § 1, effective July 1, 2013. 
1919, ch. 170, § 1; Code 1932, § 6111; T.C.A. 
(orig. ed.), §§ 56-312, 56-234. Textbooks. 
Tennessee Jurisprudence, 15 Tenn. Juris., 
Compiler’s Notes. Insurance, § 5. 


Sections 56-1-402 and 56-1-403, referred to in 


56-2-408. Licenses of foreign insurance companies expire on July 1. 


All licenses authorizing foreign insurance companies to transact their 
business in the state shall terminate or expire on July 1 next succeeding the 
date of their issuance, unless sooner revoked by the commissioner. 


History. ch. 91, § 1; C. Supp. 1950, § 6119; T.C.A. (orig. 
Acts 1903, ch. 442, § 1; 1917, ch. 65, § 1; ed.), §§ 56-313, 56-235. 
Shan., § 3302a1; Code 1932, § 6119; Acts 1947, 


56-2-409. Renewal of license of foreign fire or marine companies — 
Terms. 


Renewal of a license to transact the business of fire, fire marine, or marine 
insurance in this state, for companies or associations not incorporated under 
the laws of this state, shall only be issued after the secretary or manager of the 
company or association desiring to renew the license to do business in this 
state has first made oath that no policy or contract of insurance covering 
property located in the state has been issued, written, or placed during the 
twelve (12) months preceding, except by resident local agents of the company 
or association in the state, duly commissioned, and until and after the 
company or association has complied with all other laws of this state in respect 
to the admission of companies of other states and foreign countries. 


History. Section to Section References. 

Acts 1899, ch. 430, § 2; Shan., § 3369a60; Sections 56-2-409 — 56-2-411 are referred to 
Code 1932, § 6342; T.C.A. (orig. ed.), §§ 56- in §§ 56-2-410, 56-2-411. 
314, 56-236. This section is referred to in § 12-4-1007. 


56-2-410. Revocation of license of fire or marine companies — Rein- 
statement. 


(a) If any fire, fire marine, or marine insurance company or association 
violates or fails to observe and comply with any or all of the provisions of 
§ 56-2-409, this section and § 56-2-411 applicable to it, it immediately shall 
become the duty of the commissioner to investigate the company’s or associa- 
tion’s conduct, and if the commissioner is satisfied as to the guilt of the 
insurance company or association, it shall be the commissioner’s duty to 
revoke the license of the company or association to transact business in this 
state, and the revocation shall continue for at least one (1) year from the date 
of revocation. 

(b) No insurance company or association whose authority to transact 
business in this state has been so revoked shall be again authorized or 
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permitted to transact business until it has filed in the office of the commis- 
sioner a certificate, signed by its president or other chief officer, to the effect 
that the terms and obligations of § 56-2-409, this section and § 56-2-411 are 
accepted by it as a part of the condition of its right and authority to transact 


business in this state. 


History. 
Acts 1899, ch. 430, § 4; Shan., § 3369a62; 
Code 1932, § 6344; T.C.A. (orig. ed.), §§ 56- 


Section to Section References. 
Sections 56-2-409 — 56-2-411 are referred to 
in § 56-2-411. 


317, 56-239. 


Cross-References. 
Revocation of authority of foreign companies, 
§ 56-2-407. 


56-2-411. Citizens procuring insurance with foreign companies — 
Liability for taxes. 


(a) Under §§ 56-2-409, 56-2-410, and this section are also included citizens 
of this state procuring and holding insurance contracts or policies on the types 
of coverage listed in § 56-2-201 upon property situated or located in this state 
in companies not authorized to transact business in this state. 

(b) The procuring or accepting policies or contracts of the insurance from 
unauthorized companies or associations makes every citizen of this state, 
including industrial insureds as defined in § 56-2-105(7), holding the contracts 
or policies liable for taxes, the same as if procured through a surplus lines 
agent. The taxes shall be paid at the same time, in the same manner, and at the 
same rate as the tax levied on surplus lines insurance in §§ 56-14-106 and 
56-14-113. 


History. 

Acts 1899, ch. 430, § 5; Shan., § 3369a63; 
Code 1932, § 6345; T.C.A. (orig. ed.), §§ 56- 
318, 56-240; Acts 2015, ch. 155, § 3; 2016, ch. 
T36$''3: 


Amendments. 

The 2016 amendment substituted “the same 
as if procured through a surplus lines agent” for 
“the same as if each company or association 


surplus lines insurer” at the end of the first 
sentence of (b). 


Effective Dates. 
Acts 2016, ch. 735, § 10. April 7, 2016. 


Section to Section References. 

Sections 56-2-409 — 56-2-411 are referred to 
in § 56-2-410. 

This section is referred to in § 56-13-114. 


were transacting business in this state as a 


56-2-412. Retaliatory provisions — Dividing commissions between 
agents. 


(a) Whenever the laws of any other state of the United States require of 
insurance companies incorporated by or organized under the laws of this state, 
or the agents of the companies, any deposit of securities in such state for the 
protection of policyholders, or otherwise, greater than the amount required for 
similar purposes from similar companies of other states by the then existing 
laws of this state, then, in every such case, all companies of the states 
establishing an agency or agencies in this state shall be required to make the 
same deposit for a like purpose with the state treasurer and to pay into the 
state treasury the taxes, fines, penalties, license fees, or otherwise, an amount 
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equal to the amount of the charges and payments imposed by law of such state 
upon companies of this state, and their agents. 

(b) Any commission received by a Tennessee resident agent may be shared 
with another resident agent or with a licensed nonresident insurance agent or 
broker; provided, that if the nonresident insurance agent or broker resides in, 
or is a licensed agent or broker in, a state that requires the retention of a 
stipulated percentage of the commission on risks placed in the state by 
nonresident agents or brokers, then and in that event the Tennessee resident 
agent shall require the same percentage of the commission as would be 
required if a Tennessee agent or broker placed similar insurance in the state of 
the residence of the nonresident insurance agent or broker; and provided 
further, that if the nonresident insurance agent or broker resides in a state, 
county or municipality that by statute or ordinance prohibits the division of 
commissions on insurance covering property or risks in the city, county or state 
of the nonresident agent or broker, then and in that event it shall be unlawful 
for the Tennessee resident agent or broker to pay the nonresident agent or 
broker any share or portion of the commission on insurance on property or 
risks in this state. 


History. Cross-References. 

Acts 1895, ch. 160, § 20; Shan., § 3304; Code Reciprocity of tax treatment, § 56-4-218. 
1932, § 6124; T.C.A. (orig. ed.), § 56-309; Acts 
1955, ch. 128, § 1; T.C.A. (orig. ed.), § 56-241. 


NOTES TO DECISIONS 


Analysis 2. Expiration of License. 

A corporation having received a license for a 
year was within the state for that year; but 
such retaliatory legislation could have been 
1. Constitutionality. enforced against it after the expiration of the 

Retaliatory statutes did not violate U.S. year for which it was licensed. Philadelphia 
Const., 14th amend. guaranteeing the equal Fire Asso. v. New York, 119 U.S. 110, 7 S. Ct. 


protection of the laws. Philadelphia Fire Asso. 108, 30 L. Ed. 342, 1886 U.S. LEXIS 1969 
v. New York, 119 U.S. 110, 78S. Ct. 108, 30 L. Ed. (1886) (decision under prior law). 
342, 1886 U.S. LEXIS 1969 (1886). 


1. Constitutionality. 
2. Expiration of License. 


PART 5 
SERVICE OF PROCESS 


56-2-501. Service and acknowledgment of service of process against 
incorporated domestic insurance companies. 


(a) Every insurance company incorporated under the laws of this state 
shall, by a duly executed instrument, constitute and appoint the commissioner, 
the commissioner’s deputy and their successors in office its true and lawful 
attorneys, upon whom all lawful processes in any action or legal proceeding 
against it may be served and who may acknowledge any such lawful processes. 

(b) Every insurance company incorporated under the laws of this state shall 
agree that any lawful process against it that may be served upon its attorneys 
or upon which they may acknowledge service, shall be of the same force and 
validity as if served on the company, and that the authority thereof shall 
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continue in force irrevocably as long as any liability of the company remains 
outstanding. 

(c) Any process issued by any court of record in this state and acknowledged 
by or served upon the commissioner or the commissioner’s deputy by the 
proper officer of the county in which the office of commissioner or deputy is 
located shall be deemed a sufficient process on the company. It is the duty of 
the commissioner and deputy, immediately after service of process, to forward 
by registered return receipt mail to the company an exact copy of the process. 

(d) A record of each service of process shall be kept in the office of the 
commissioner, showing the date of service, the name of the company on whose 
behalf service was acknowledged, the name of the plaintiff or complainant, the 
date the defendant is required to answer, the court issuing the process, and the 
county in which the suit is brought. 

(e) The power of attorney shall be filed and kept in the office of the 
commissioner. 


History. 

Acts 1909, ch. 265, § 1; Shan., § 3292a2; 
mod. Code 1932, § 6108; T.C.A. (orig. ed.), 
§§ 56-237, 56-242. 


Cross-References. 

Certified mail instead of registered mail, § 1- 
3-111. 

Foreign fraternal benefit society, process 
against, service on commissioner of commerce 
and insurance, § 56-25-701. 


Section to Section References. 
This part is referred to in § 4-3-1016. 


This section is referred to in §§ 56-5-110 and 
56-5-111. 


Textbooks. 

Tennessee Jurisprudence, 3 Tenn. Juris., At- 
tachment and Garnishment, § 150; 21 Tenn. 
Juris., Process, § 8. 


Law Reviews. 
Workmen’s Compensation — Venue — Suit 
Against Insurer, 34 Tenn. L. Rev. 539. 


NOTES TO DECISIONS 


1. Venue of Suit. 

The insurer, served by process on the com- 
missioner, may be sued in a county other than 
the one in which the commissioner has his 


office, although it had ceased to do business in 
the state. Southern Paving Const. Co. v. Knox- 
ville, 245 F. 421, 1917 U.S. App. LEXIS 1503 
(6th Cir. Tenn. 1917). 


56-2-502. Service of process on foreign and alien companies — Defini- 


tions. 


As used in this section and §§ 56-2-503 and 56-2-504: 

(1) “Alien insurance company” means an insurance company organized 
under the laws of any country other than the United States or territory or 
insular possession of the United States or of the District of Columbia; 

(2) “Doing business in this state” by any foreign or alien insurance 


company means the doing in this state by the company of any act whatso- 
ever, whether interstate or intrastate in nature, including the soliciting, 
making, or delivering of insurance contracts in this state, by an agent, mail 
or otherwise; 

(3) “Foreign insurance company” means an insurance company organized 
under the laws of any state of the United States, other than this state, or 
under the law of any territory or insular possession of the United States or 
the District of Columbia; and 
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(4) “Insurance company” means an insurance or surety company, includ- 
ing mutual companies, and includes a corporation, company, partnership, 
association, social, fraternal or otherwise, order, individual or aggregation of 
individuals engaging in or proposing or attempting to engage in any kind of 
insurance or surety business, including the exchange of reciprocal or 
interinsurance contracts between individuals, partnerships and corpora- 


tions. 


History. 

Acts 1947, ch. 119, §§ 1, 2; C. Supp. 1950, 
§ 6211.1 (Williams, §§ 6459.48, 6459.49); 
T.C.A. (orig. ed.), §§ 56-319, 56-243. 


Section to Section References. 
This section is referred to in § 56-2-503. 


Law Reviews. 
Conflict of Laws — 1959 Tennessee Survey 
(John W. Wade), 12 Vand. L. Rev. 1090. 


NOTES TO DECISIONS 


Analysis 


. Constitutionality. 

. Construction. 

. Application. 

. Doing Business in Tennessee. 
. Validity of Judgments. 


1. Constitutionality. 

Sections 56-2-502 — 56-2-504 are not uncon- 
stitutional as an improper attempt to regulate 
the use of the United States mail. Schutt v. 
Commerical Travelers Mut. Acci. Asso., 229 
F.2d 158, 1956 U.S. App. LEXIS 3553 (2d Cir. 
N.Y. 1956), cert. denied, Commercial Travelers 
Mut. Acci. Asso. v. Schutt, 351 U.S. 940, 76 S. 
Ct. 836, 100 L. Ed. 1466, 1956 U.S. LEXIS 940 
(1956), cert. denied, Commercial Travelers 
Mut. Acci. Asso. v. Schutt, 351 U.S. 940, 76 S. 
Ct. 836, 100 L. Ed. 1466, 1956 U.S. LEXIS 940 
(1956). 

Service of process under the provisions of 
§§ 56-2-502 — 56-2-504 upon insurance com- 
pany doing mail order business in Tennessee 
was not a violation of due process. Schutt v. 
Commerical Travelers Mut. Acci. Asso., 229 
F.2d 158, 1956 U.S. App. LEXIS 3553 (2d Cir. 
N.Y. 1956), cert. denied, Commercial Travelers 
Mut. Acci. Asso. v. Schutt, 351 U.S. 940, 76 S. 
Ct. 836, 100 L. Ed. 1466, 1956 U.S. LEXIS 940 
(1956), cert. denied, Commercial Travelers 
Mut. Acci. Asso. v. Schutt, 351 U.S. 940, 76 S. 
Ct. 836, 100 L. Ed. 1466, 1956 U.S. LEXIS 940 
(1956). 


2. Construction. 

A broad and liberal interpretation of §§ 56- 
2-502 — 56-2-504 consistent with the terms of 
the statute should be adopted in order that 
Tennessee residents holding policies issued by 
companies covered by the statute will not be 
forced to pursue their remedies in distant 
states. Schutt v. Commerical Travelers Mut. 
Acci. Asso., 229 F.2d 158, 1956 U.S. App. LEXIS 


Or ® CN 


3553 (2d Cir. N.Y. 1956), cert. denied, Commer- 
cial Travelers Mut. Acci. Asso. v. Schutt, 351 
U.S. 940, 76 S. Ct. 836, 100 L. Ed. 1466, 1956 
U.S. LEXIS 940 (1956), cert. denied, Commer- 
cial Travelers Mut. Acci. Asso. v. Schutt, 351 
U.S. 940, 76 S. Ct. 836, 100 L. Ed. 1466, 1956 
U.S. LEXIS 940 (1956). 


3. Application. 

It was the intention of the general assembly 
to authorize substituted service under §§ 56-2- 
502 — 56-2-504 on whatever foundation of 
activities within the state that might be 
deemed by the supreme court to be the mini- 
mum consistent with standards of due process. 
Schutt v. Commerical Travelers Mut. Acci. 
Asso., 229 F.2d 158, 1956 U.S. App. LEXIS 3553 
(2d Cir. N.Y. 1956), cert. denied, Commercial 
Travelers Mut. Acci. Asso. v. Schutt, 351 U.S. 
940, 76 S. Ct. 836, 100 L. Ed. 1466, 1956 U.S. 
LEXIS 940 (1956), cert. denied, Commercial 
Travelers Mut. Acci. Asso. v. Schutt, 351 U.S. 
940, 76 S. Ct. 836, 100 L. Ed. 1466, 1956 U.S. 
LEXIS 940 (1956). 

Where accident insurance policy was deliv- 
ered outside the state before enactment of 
§§ 56-2-502 — 56-2-504 but insured died in 
Tennessee after residing in this state for a 
number of years and remitting insurance pre- 
miums by mail from this state to office of 
foreign insurance company, the mode of service 
provided by these sections was available in suit 
upon policy. Schutt v. Commerical Travelers 
Mut. Acci. Asso., 229 F.2d 158, 1956 U.S. App. 
LEXIS 3553 (2d Cir. N.Y. 1956), cert. denied, 
Commercial Travelers Mut. Acci. Asso. v. 
Schutt, 351 U.S. 940, 76 S. Ct. 836, 100 L. Ed. 
1466, 1956 U.S. LEXIS 940 (1956), cert. denied, 
Commercial Travelers Mut. Acci. Asso. v. 
Schutt, 351 U.S. 940, 76 S. Ct. 836, 100 L. Ed. 
1466, 1956 U.S. LEXIS 940 (1956). 


4. Doing Business in Tennessee. 
Mailing of premium notices and remittance 
of premium payments and submission of proofs 


56-2-503 


of death were activities which involved foreign 
accident insurance company at one end or the 
other of such transactions and constituted do- 
ing of business in Tennessee. Schutt v. Com- 
merical Travelers Mut. Acci. Asso., 229 F.2d 
158, 1956 U.S. App. LEXIS 3553 (2d Cir. N.Y. 
1956), cert. denied, Commercial Travelers Mut. 
Acci. Asso. v. Schutt, 351 U.S. 940, 76 S. Ct. 
836, 100 L. Ed. 1466, 1956 U.S. LEXIS 940 
(1956), cert. denied, Commercial Travelers 
Mut. Acci. Asso. v. Schutt, 351 U.S. 940, 76 S. 
Ct. 836, 100 L. Ed. 1466, 1956 U.S. LEXIS 940 
(1956). 

Where only facts in record were to the effect 
that defendant insurance company issued in- 
surance contract to Alabama citizen in Ala- 
bama covering motor vehicle registered in Ala- 
bama which motor vehicle was involved in 
accident in Tennessee, record did not establish 
that insurance company was doing business in 
Tennessee so that personal jurisdiction could 


Collateral References. 
Subjecting foreign insurance company to ser- 
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not be obtained over insurance company by 
service on commissioner of insurance (now com- 
missioner of commerce and insurance). Willis v. 
State Farm Mut. Auto. Ins. Co., 221 Tenn. 1, 
423 S.W.2d 855, 1968 Tenn. LEXIS 443 (1968). 


5. Validity of Judgments. 

Judgment against foreign insurance com- 
pany doing business in Tennessee based on 
service under the provisions of §§ 56-2-502 — 
56-2-504 and entered pro confesso was entitled 
to full faith and credit in foreign court. Schutt v. 
Commerical Travelers Mut. Acci. Asso., 229 
F.2d 158, 1956 U.S. App. LEXIS 3553 (2d Cir. 
N.Y. 1956), cert. denied, Commercial Travelers 
Mut. Acci. Asso. v. Schutt, 351 U.S. 940, 76 S. 
Ct. 836, 100 L. Ed. 1466, 1956 U.S. LEXIS 940 
(1956), cert. denied, Commercial Travelers 
Mut. Acci. Asso. v. Schutt, 351 U.S. 940, 76 S. 
Ct. 836, 100 L. Ed. 1466, 1956 U.S. LEXIS 940 
(1956). 


vice of process in action on policy as due process 
of law. 44 A.L.R.2d 416. 


56-2-503. Commissioner as attorney for purpose of process. 


(a) Any foreign or alien insurance company, before doing business in this 
state, as defined in § 56-2-502, shall appoint the commissioner its true and 
lawful attorney as required by § 56-2-103(a)(3). 

(b) If the company does business in this state, as defined in § 56-2-502, 
without having appointed the commissioner its true and lawful attorney, as 
required in this part, it shall, by doing business in this state, be deemed to have 
thereby appointed the commissioner its true and lawful attorney for the 
purposes set forth in this part. 

(c) The requirements of this section shall be in addition to, and not in 
derogation of, any other law. 


Section to Section References. 
This section is referred to in §§ 56-2-502, 


History. 
Acts 1947, ch. 119, §§ 3-5; C. Supp. 1950, 


§ 6211.2 (Williams, §§ 6459.50-6459.52); 56-2-504. 
modified; T.C.A. (orig. ed.), § 56-320; impl. am. 
Acts 1971, ch. 187, § 2; T.C.A. (orig. ed.), § 56- Textbooks. 


244, Tennessee Jurisprudence, 15 Tenn. Juris., 


Cross-References. Insurance, § 5. 


Service of process upon commissioner, § 56- 


2-103. 
NOTES TO DECISIONS 
Analysis 6. Validity of Judgments. 

tia: ! 7. Writ of Scire Facias. 
1. Constitutionality. 
2. Construction. 1. Constitutionality. 
3. Application. Sections 56-2-502 — 56-2-504 are not uncon- 
4. Appointment of Commissioner. stitutional as an improper attempt to regulate 
5. —Judicial Notice. the use of the United States mail. Schutt v. 
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Commerical Travelers Mut. Acci. Asso., 229 
F.2d 158, 1956 U.S. App. LEXIS 3553 (2d Cir. 
N.Y. 1956), cert. denied, Commercial Travelers 
Mut. Acci. Asso. v. Schutt, 351 U.S. 940, 76 S. 
Ct. 836, 100 L. Ed. 1466, 1956 U.S. LEXIS 940 
(1956), cert. denied, Commercial Travelers 
Mut. Acci. Asso. v. Schutt, 351 U.S. 940, 76 S. 
Ct. 836, 100 L. Ed. 1466, 1956 U.S. LEXIS 940 
(1956). 

Service of process under the provisions of 
§§ 56-2-502 — 56-2-504 upon insurance com- 
pany doing mail order business in Tennessee 
was not a violation of due process. Schutt v. 
Commerical Travelers Mut. Acci. Asso., 229 
F.2d 158, 1956 U.S. App. LEXIS 3553 (2d Cir. 
N.Y. 1956), cert. denied, Commercial Travelers 
Mut. Acci. Asso. v. Schutt, 351 U.S. 940, 76 S. 
Ct. 836, 100 L. Ed. 1466, 1956 U.S. LEXIS 940 
(1956), cert. denied, Commercial Travelers 
Mut. Acci. Asso. v. Schutt, 351 U.S. 940, 76 S. 
Ct. 836, 100 L. Ed. 1466, 1956 U.S. LEXIS 940 
(1956). 


2. Construction. 

A broad and liberal interpretation of §§ 56- 
2-502 — 56-2-504 consistent with the terms of 
the statute should be adopted in order that 
Tennessee residents holding policies issued by 
companies covered by the statute will not be 
forced to pursue their remedies in distant 
states. Schutt v. Commerical Travelers Mut. 
Acci. Asso., 229 F.2d 158, 1956 U.S. App. LEXIS 
3553 (2d Cir. N.Y. 1956), cert. denied, Commer- 
cial Travelers Mut. Acci. Asso. v. Schutt, 351 
U.S. 940, 76 S. Ct. 836, 100 L. Ed. 1466, 1956 
U.S. LEXIS 940 (1956), cert. denied, Commer- 
cial Travelers Mut. Acci. Asso. v. Schutt, 351 
U.S. 940, 76 S. Ct. 836, 100 L. Ed. 1466, 1956 
U.S. LEXIS 940 (1956). 


3. Application. 

It was the intention of the general assembly 
to authorize substituted service under §§ 56-2- 
502 — 56-2-504 on whatever foundation of 
activities within the state that might be 
deemed by the supreme court to be the mini- 
mum consistent with standards of due process. 
Schutt v. Commerical Travelers Mut. Acci. 
Asso., 229 F.2d 158, 1956 U.S. App. LEXIS 3553 
(2d Cir. N.Y. 1956), cert. denied, Commercial 
Travelers Mut. Acci. Asso. v. Schutt, 351 U.S. 
940, 76 S. Ct. 836, 100 L. Ed. 1466, 1956 U.S. 
LEXIS 940 (1956), cert. denied, Commercial 
Travelers Mut. Acci. Asso. v. Schutt, 351 U.S. 
940, 76 S. Ct. 836, 100 L. Ed. 1466, 1956 U.S. 
LEXIS 940 (1956). 
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Where accident insurance policy was deliv- 
ered outside the state before enactment of 
§§ 56-2-502 — 56-2-504 but insured died in 
Tennessee after residing in this state for a 
number of years and remitting insurance pre- 
miums by mail from this state to office of 
foreign insurance company, the mode of service 
provided by these sections was available in suit 
upon policy. Schutt v. Commerical Travelers 
Mut. Acci. Asso., 229 F.2d 158, 1956 U.S. App. 
LEXIS 3553 (2d Cir. N.Y. 1956), cert. denied, 
Commercial Travelers Mut. Acci. Asso. v. 
Schutt, 351 U.S. 940, 76 S. Ct. 836, 100 L. Ed. 
1466, 1956 U.S. LEXIS 940 (1956), cert. denied, 
Commercial Travelers Mut. Acci. Asso. v. 
Schutt, 351 U.S. 940, 76 S. Ct. 836, 100 L. Ed. 
1466, 1956 U.S. LEXIS 940 (1956). 


4, Appointment of Commissioner. 


5. —Judicial Notice. 

Supreme court could not take judicial notice 
that insurance company had allegedly qualified 
to do business in Tennessee and appointed 
commissioner its agent for service of process. 
Willis v. State Farm Mut. Auto. Ins. Co., 221 
Tenn. 1, 423 S.W.2d 855, 1968 Tenn. LEXIS 443 
(1968). 


6. Validity of Judgments. 

Judgment against foreign insurance com- 
pany doing business in Tennessee based on 
service under the provisions of §§ 56-2-502 — 
56-2-504 and entered pro confesso was entitled 
to full faith and credit in foreign court. Schutt v. 
Commerical Travelers Mut. Acci. Asso., 229 
F.2d 158, 1956 U.S. App. LEXIS 3553 (2d Cir. 
N.Y. 1956), cert. denied, Commercial Travelers 
Mut. Acci. Asso. v. Schutt, 351 U.S. 940, 76 S. 
Ct. 836, 100 L. Ed. 1466, 1956 U.S. LEXIS 940 
(1956), cert. denied, Commercial Travelers 
Mut. Acci. Asso. v. Schutt, 351 U.S. 940, 76 S. 
Ct. 836, 100 L. Ed. 1466, 1956 U.S. LEXIS 940 
(1956). 


7. Writ of Scire Facias. 

The commissioner is appointed the attorney 
for service of process for all insurance compa- 
nies doing business in Tennessee, and service of 
process and notice on the commissioner is per- 
mitted by § 56-2-504. However, although this 
latter statute sets out a general method of such 
service, the specificity of § 29-32-106 controls 
the method of service of the writ of scire facias. 
Indemnity Ins. Co. v. Blackwell, 653 S.W.2d 
262, 1983 Tenn. App. LEXIS 546 (Tenn. Ct. 
App. 1983). 


56-2-504. Any lawful process may be served on commissioner or sec- 
retary of state — Requirements. 


(a) When the commissioner has been appointed or constituted attorney for 
a foreign or alien insurance company, either by power of attorney or by failure 
to comply with § 56-2-503, any lawful process against or notice to the company 
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in any action or proceeding against it from any cause of action arising in the 
state may be served on the commissioner, and filing the power of attorney or 
doing business in the state shall be a signification of its agreement that the 
process or notice served shall be of the same legal force and validity as if served 
upon it in the state. In case of any action or proceeding instituted by or on 
behalf of the commissioner against or with reference to the company, process 
may be lawfully served on the secretary of state. 

(b) Service of process shall be made by leaving two (2) copies of the process 
or notice, together with a fee of fifteen dollars ($15.00), in the office of the 
commissioner, together with an affidavit giving the last known address of the 
defendant, and the service shall be sufficient if notice of the service, and a copy 
of the process or notice are forthwith sent by registered mail, with return 
receipt requested, or certified mail by the commissioner to the company at the 
last known address. An affidavit of the commissioner showing compliance with 
this subsection (b) shall be filed with the paper in the action or proceeding. 

(c) The court in which the action or proceeding is pending may order 
continuances necessary to afford the defendant reasonable opportunity to 
defend the action. No judgment shall be entered against the defendant under 
this section until at least thirty (30) days have elapsed after process or notice 
has been served on the commissioner. 

(d) The references in this section to the commissioner shall, in the case of 
any action or proceeding instituted by or on behalf of the commissioner, be 
deemed to refer to the secretary of state, and the duties and responsibilities 
imposed by this section shall, in such cases, be performed and discharged by 


the secretary of state. 


History. 

Acts 1947, ch. 119, §§ 6, 7; C. Supp. 1950, 
§ 6211.3 (Williams, §§ 6459.53, 6459.54); Acts 
1953, ch. 186, § 1; T.C.A. (orig. ed.), § 56-321; 
impl. am. Acts 1971, ch. 137, § 2; Acts 1976, ch. 
476, § 1; T.C.A., § 56-245; Acts 1980, ch. 821, 
§§ 1, 2; 2001, ch. 333, § 1. 


Compiler’s Notes. 

Acts 2001, ch. 333, § 9 provided that the 
purpose of the act is to afford the insurance 
division of the department of commerce and 
insurance the ability to obtain sufficient staff 
and resources to adequately implement the 
provisions of title 56 and title 55, chapter 18, 
part 1 as related to the regulation of the busi- 
ness of insurance. Notwithstanding any law to 
the contrary, the increase in revenues gener- 
ated by passage of the act shall be utilized by 
the department of commerce and insurance to 
defray the expenses of improvements to the 
department’s insurance division incurred in the 
regulation of the business of insurance, includ- 
ing the expenses associated with any improve- 
ments to the division deemed necessary from 
time to time by the commissioner of the depart- 
ment of commerce and insurance. The improve- 
ments contemplated by the act shall be in 
addition to the base level funding appropriated 
to the insurance division in the fiscal year 


ending June 30, 2001. The commissioner of 
commerce and insurance is directed to identify 
the increase in revenues generated by the act 
and the expenditures associated with this in- 
crease, and annually inform the commissioner 
of the department of finance and administra- 
tion of the amount of any unexpended rev- 
enues. The commissioner of finance and admin- 
istration at the close of each fiscal year shall 
reserve any excess revenues raised by the act 
and unspent by the department of commerce 
and insurance, until expended for purposes 
consistent with the act. The funds shall not 
revert to the general fund on any June 30, and 
excess revenues shall not revert on any June 
30, but shall remain available only for the 
benefit of the department of commerce and 
insurance’s insurance division. 


Cross-References. 

Certified mail instead of registered mail, § 1- 
3-111. 

Foreign fraternal benefit society, service of 
process against, § 56-25-701. 


Section to Section References. 
This section is referred to in §§ 56-2-502, 
56-15-103. 


Law Reviews. 
Tennessee Workers’ Compensation — Where 


123 


Is the Proper Venue? (D. Andrew Byrne, Ted C. 
Raynor), 20 Mem. St. U. L. Rev. 189 (1990). 
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NOTES TO DECISIONS 


Analysis 


. Constitutionality. 

. Construction. 

. Application. 

. Jurisdiction. 

Venue. 

. Validity of Judgments. 
. Writ of Scire Facias. 
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. Constitutionality. 

Sections 56-2-502 — 56-2-504 are not uncon- 
stitutional as an improper attempt to regulate 
the use of the United States mail. Schutt v. 
Commerical Travelers Mut. Acci. Asso., 229 
F.2d 158, 1956 U.S. App. LEXIS 3553 (2d Cir. 
N.Y. 1956), cert. denied, Commercial Travelers 
Mut. Acci. Asso. v. Schutt, 351 U.S. 940, 76 S. 
Ct. 836, 100 L. Ed. 1466, 1956 U.S. LEXIS 940 
(1956), cert. denied, Commercial Travelers 
Mut. Acci. Asso. v. Schutt, 351 U.S. 940, 76 S. 
Ct. 836, 100 L. Ed. 1466, 1956 U.S. LEXIS 940 
(1956). 

Service of process under the provisions of 
§§ 56-2-502 — 56-2-504 upon insurance com- 
pany doing mail order business in Tennessee 
was not a violation of due process. Schutt v. 
Commerical Travelers Mut. Acci. Asso., 229 
F.2d 158, 1956 U.S. App. LEXIS 3553 (2d Cir. 
N.Y. 1956), cert. denied, Commercial Travelers 
Mut. Acci. Asso. v. Schutt, 351 U.S. 940, 76 S. 
Ct. 836, 100 L. Ed. 1466, 1956 U.S. LEXIS 940 
(1956), cert. denied, Commercial Travelers 
Mut. Acci. Asso. v. Schutt, 351 U.S. 940, 76 S. 
Ct. 836, 100 L. Ed. 1466, 1956 U.S. LEXIS 940 
(1956). 


2. Construction. 

A broad and liberal interpretation of §§ 56- 
2-502 — 56-2-504 consistent with the terms of 
the statute should be adopted in order that 
Tennessee residents holding policies issued by 
companies covered by the statute will not be 
forced to pursue their remedies in distant 
states. Schutt v. Commerical Travelers Mut. 
Acci. Asso., 229 F.2d 158, 1956 U.S. App. LEXIS 
3553 (2d Cir. N.Y. 1956), cert. denied, Commer- 
cial Travelers Mut. Acci. Asso. v. Schutt, 351 
U.S. 940, 76 S. Ct. 836, 100 L. Ed. 1466, 1956 
U.S. LEXIS 940 (1956), cert. denied, Commer- 
cial Travelers Mut. Acci. Asso. v. Schutt, 351 
U.S. 940, 76 S. Ct. 836, 100 L. Ed. 1466, 1956 
U.S. LEXIS 940 (1956). 

This section and § 56-2-502(3) are to be con- 
strued together. Cox v. Fidelity-Phenix Fire Ins. 
Co., 203 Tenn. 386, 313 S.W.2d 429, 1958 Tenn. 
LEXIS 315 (1958). 

T.C.A. § 56-2-504 is not intended to be an 
exclusive means of service of process on a 


foreign insurance corporation. Walker v. Na- 
tionwide Ins. Co., 813 S.W.2d 135, 1990 Tenn. 
App. LEXIS 766 (Tenn. Ct. App. 1990). 


3. Application. 

It was the intention of the general assembly 
to authorize substituted service under §§ 56-2- 
502 — 56-2-504 on whatever foundation of 
activities within the state that might be 
deemed by the supreme court to be the mini- 
mum consistent with standards of due process. 
Schutt v. Commerical Travelers Mut. Acci. 
Asso., 229 F.2d 158, 1956 U.S. App. LEXIS 3553 
(2d Cir. N.Y. 1956), cert. denied, Commercial 
Travelers Mut. Acci. Asso. v. Schutt, 351 U.S. 
940, 76 S. Ct. 836, 100 L. Ed. 1466, 1956 U.S. 
LEXIS 940 (1956), cert. denied, Commercial 
Travelers Mut. Acci. Asso. v. Schutt, 351 U.S. 
940, 76 S. Ct. 836, 100 L. Ed. 1466, 1956 U.S. 
LEXIS 940 (1956). 

Where accident insurance policy was deliv- 
ered outside the state before enactment of 
§§ 56-2-502 — 56-2-504 but insured died in 
Tennessee after residing in this state for a 
number of years and remitting insurance pre- 
miums by mail from this state to office of 
foreign insurance company, the mode of service 
provided by these sections was available in suit 
upon policy. Schutt v. Commerical Travelers 
Mut. Acci. Asso., 229 F.2d 158, 1956 U.S. App. 
LEXIS 3553 (2d Cir. N.Y. 1956), cert. denied, 
Commercial Travelers Mut. Acci. Asso. v. 
Schutt, 351 U.S. 940, 76 S. Ct. 836, 100 L. Ed. 
1466, 1956 U.S. LEXIS 940 (1956), cert. denied, 
Commercial Travelers Mut. Acci. Asso. v. 
Schutt, 351 U.S. 940, 76 S. Ct. 836, 100 L. Ed. 
1466, 1956 U.S. LEXIS 940 (1956). 


4, Jurisdiction. 

In action on insurance contract issued in 
Kentucky by a Kentucky agent covering real 
and personal property located in Kentucky, 
substituted service on Tennessee insurance 
commissioner was not sufficient to give the 
Tennessee court jurisdiction of the cause of 
action. Cox v. Fidelity-Phenix Fire Ins. Co., 203 
Tenn. 386, 313 S.W.2d 429, 1958 Tenn. LEXIS 
315 (1958). 

This statute is applicable only to foreign 
companies who by one of the two methods set 
out in § 56-2-503 have appointed the commis- 
sioner their agent for service of process and 
unless it can be shown that the commissioner 
has been so designated there is no authority for 
service under this section. Willis v. State Farm 
Mut. Auto. Ins. Co., 221 Tenn. 1, 423 S.W.2d 
855, 1968 Tenn. LEXIS 443 (1968). 

Where only facts in the record were to the 
effect that defendant insurance company is- 
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sued insurance contract to Alabama citizen in 
Alabama covering motor vehicle registered in 
Alabama which motor vehicle was involved in 
accident in Tennessee, record did not establish 
that insurance company was “doing business in 
Tennessee” as provided in § 56-2-502 so that 
jurisdiction could not be obtained over insur- 
ance company by service on commissioner. Wil- 
lis v. State Farm Mut. Auto. Ins. Co., 221 Tenn. 
1, 423 S.W.2d 855, 1968 Tenn. LEXIS 443 
(1968). 


5. Venue. 

Where workers’ compensation claimant was 
temporarily in Davidson County and was in- 
jured at employer’s plant in Davidson County 
and thereafter returned to Fentress County 
which was the county of his residence and 
commenced action in Fentress County against 
his employer’s insurance carrier, a foreign cor- 
poration licensed to do business in Tennessee 
and having an office in Davidson County but 
not in Fentress County, by service of process on 
commissioner under this section, trial court 
properly sustained plea in abatement on 
ground that venue was not in Fentress County. 
Human v. Liberty Mut. Ins. Co., 219 Tenn. 335, 
409 S.W.2d 536, 1966 Tenn. LEXIS 533 (1966), 
superseded by statute as stated in, Sikes v. 
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Colonial Rubber Co., 575 S.W.2d 275, 1978 
Tenn. LEXIS 691 (Tenn. 1978). 


6. Validity of Judgments. 

Judgment against foreign insurance com- 
pany doing business in Tennessee based on 
service under the provisions of §§ 56-2-502 — 
56-2-504 and entered pro confesso was entitled 
to full faith and credit in foreign court. Schutt v. 
Commerical Travelers Mut. Acci. Asso., 229 
F.2d 158, 1956 U.S. App. LEXIS 3553 (2d Cir. 
N.Y. 1956), cert. denied, Commercial Travelers 
Mut. Acci. Asso. v. Schutt, 351 U.S. 940, 76 S. 
Ct. 836, 100 L. Ed. 1466, 1956 U.S. LEXIS 940 
(1956), cert. denied, Commercial Travelers 
Mut. Acci. Asso. v. Schutt, 351 U.S. 940, 76 S. 
Ct. 836, 100 L. Ed. 1466, 1956 U.S. LEXIS 940 
(1956). 


7. Writ of Scire Facias. 

The commissioner is appointed the attorney 
for service of process for all insurance compa- 
nies doing business in Tennessee, and service of 
process and notice on the commissioner is per- 
mitted by this section. However, although this 
section sets out a general method of such ser- 
vice, the specificity of § 29-32-106 controls the 
method of service of the writ of scire facias. 
Indemnity Ins. Co. v. Blackwell, 653 S.W.2d 
262, 1983 Tenn. App. LEXIS 546 (Tenn. Ct. 
App. 1983). 


56-2-505. Unauthorized insurers doing business constitutes secretary 
of state as attorney for service of process. 


(a) Any act of entering into a contract of insurance as an insurer or 
transacting insurance business in this state, as set forth in § 56-2-107, by an 
unauthorized foreign or alien company, is equivalent to and constitutes an 
appointment by the company of the secretary of state to be its true and lawful 
attorney upon whom may be served all lawful process in any action or 
proceeding against it: 

(1) Arising out of a violation of § 56-2-105; or 
(2) To collect the taxes imposed in chapter 4 of this title. 

(b) The performance of any of the acts enumerated in § 56-2-107 is 
signification of the company’s agreement that any such process against it that 
is so served is of the same legal force and validity as if served upon the 
company. 


History. and insurance as attorney for service of process, 
Acts 1968, ch. 536, § 7; T.C.A., § 56-255. § 56-2-602. 
Compiler’s Notes. Section to Section References. 


This section may be affected by Tenn. R. Civ. 
P. 4.04, as to forwarding a copy of the com- 
plaint. 


Sections 56-2-505 — 56-2-508 are referred to 
in § 56-2-509. 


Cross-References. 
Acts constituting commissioner of commerce 
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56-2-506. Method of service — Notice to defendant — Filing with clerk. 


(a) Service of process shall be made by delivering and leaving with the 
secretary of state two (2) copies of the process. 

(b) The secretary of state shall forthwith mail by registered mail one (1) of 
the copies of the process to the company at its last known principal place of 
business, and shall keep a record of all process so served upon the secretary of 
state. 

(c) The service shall be sufficient service upon the company; provided, that 
notice of the service and a copy of the process are, within ten (10) days 
thereafter, sent by registered mail by or on behalf of the commissioner to the 
company at its last known principal place of business; and provided, further, 
that the receipt by the secretary of state and an affidavit of compliance with 
this section by or on behalf of the commissioner are filed with the clerk of the 
court in which the action or proceeding is pending on or before the return date 
of the process or within any further time that the court allows. 


History. Section to Section References. 
Acts 1968, ch. 536, § 8; T.C.A., § 56-256. Sections 56-2-505 — 56-2-508 are referred to 
in § 56-2-509. 


Cross-References. This section is referred to in § 56-2-507. 


Certified mail instead of registered mail, § 1- 
3-111. 


56-2-507. Continuance may be granted — Motion to quash or set aside 
service. 


(a) The court in any action or proceeding in which service is made in the 
manner provided in § 56-2-506 may, in its discretion, order a postponement 
necessary to afford the company reasonable opportunity to defend the action or 
proceeding. 

(b) Nothing in this section is to be construed to prevent an unauthorized 
foreign or alien company from filing a motion to quash a writ or to set aside 
service of the motion made in the manner provided in § 56-2-506 on the 
ground that the unauthorized company has not done any of the acts referred to 
in § 56-2-107. 


History. 
Acts 1968, ch. 536, § 9; T.C.A., § 56-257. 


Section to Section References. 
Sections 56-2-505 — 56-2-508 are referred to 
in § 56-2-509. 


56-2-508. Time allowed before judgment. 


No judgment by default shall be entered in the action or proceeding until the 
expiration of thirty (30) days from the date of the filing of the affidavit of 
compliance. 


History. Section to Section References. 
Acts 1968, ch. 536, § 10; T.C.A., § 56-258. Sections 56-2-505 — 56-2-508 are referred to 
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56-2-509. Provisions supplemental. 


Nothing in §§ 56-2-505 — 56-2-508 or this section shall limit or affect the 
right to serve any process, notice or demand required or permitted by law to be 
served upon any company in any other manner now or hereafter permitted by 
law. 


History. 
Acts 1968, ch. 536, § 11; T.C.A., § 56-259. 


PART 6 
UNAUTHORIZED INSURERS PROCESS ACT 


56-2-601. Short title. 


This part shall be known and may be cited as the “Unauthorized Insurers 
Process Act.” 


History. Law Reviews. 
Acts 1955, ch. 2, § 6; T.C.A., §§ 56-327, 56- Expanded In Personam Jurisdiction — Due 
246. Process and the Tennessee Long Arm Statute 


PPO LO IPN AA MRIPS Ci i (Ben H. Cantrell), 33 Tenn. L. Rev. 371. 


This part is referred to in § 56-14-112. 


56-2-602. Acts constituting commissioner as attorney for service of 
process. 


(a) Any of the following acts in this state, effected by mail or otherwise, by 
an unauthorized foreign or alien insurer, is equivalent to and shall constitute 
an appointment by the insurer of the commissioner and the commissioner’s 
successor or successors in office, to be its true and lawful attorney, upon whom 
may be served all lawful process in any action, suit, or proceeding instituted by 
or on behalf of an insured or beneficiary arising out of the contract of 
insurance: 

(1) The issuance or delivery of contracts of insurance to residents of this 
state or to corporations authorized to do business in this state; 

(2) The solicitation of applications for the contracts; 

(3) The collection of premiums, membership fees, assessments or other 
considerations for the contracts; or 

(4) Any other transaction of insurance business. 

(b) Any of the acts mentioned in subdivsions (a)(1)-(4) shall be signification 
of the insurer’s agreement that the service of process is of the same legal force 
and validity as personal service of process in this state upon the insurer. 


History. Cross-References. 
Acts 1955, ch. 2, § 2; T.C.A., § 56-328; modi- Acts constituting secretary of state as attor- 
fied; T.C.A., § 56-247. ney for service of process, § 56-2-505. 
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Section to Section References. Sections 56-2-602 — 56-2-605 are referred to 
Sections 56-2-602 — 56-2-604 are referred to in § 56-2-606. 
in § 56-2-605. This section is referred to in § 56-2-609. 


56-2-603. Method of service — Notice to defendant. 


(a) The service of process shall be made by delivering to and leaving with the 
commissioner or some person in apparent charge of the commissioner’s office 
two (2) copies of the service of process and the payment to the commissioner or 
other person of the fees prescribed by law. 

(b) The commissioner shall forthwith mail by registered mail one (1) of the 
copies of the process to the defendant at its last known principal place of 
business, and shall keep a record of all process so served upon the commis- 
sioner. 

(c) The service of process is sufficient; provided, that notice of the service 
and a copy of the process are sent within ten (10) days thereafter by registered 
mail by plaintiff or plaintiffs attorney to the defendant at its last known 
principal place of business, and the defendant’s receipt, or receipt issued by the 
post office with which the letter is registered, showing the name of the sender 
of the letter and the name and address of the person to whom the letter is 
addressed, and the affidavit of the plaintiff or plaintiffs attorney showing a 
compliance with this section are filed with the clerk of the court in which the 
action is pending on or before the date the defendant is required to appear, or 
within a further time that the court allows. 


History. Sections 56-2-602 — 56-2-605 are referred to 
Acts 1955, ch. 2, § 2; T.C.A., §§ 56-329, 56- in § 56-2-606. 
248. This section is referred to in §§ 56-2-604, 


Cross-References. 56-2-608, 56-2-609. 


Certified mail instead of registered mail, § 1- 
3-111. 


Section to Section References. 
Sections 56-2-602 — 56-2-604 are referred to 
in § 56-2-605. 


56-2-604. Personal service on agent or representative — Copy of 
process to defendant — Filing with clerk. 


Service of process in the action, suit or proceeding shall, in addition to the 
manner provided in § 56-2-608, be valid if: 

(1) Served upon any person within the state who, in this state on behalf 
of the insurer is soliciting insurance, is making, issuing or delivering any 
contract of insurance, or collecting or receiving any premium, membership 
fee, assessment or other consideration for insurance; 

(2) A copy of the process is sent within ten (10) days thereafter by 
registered mail by the plaintiff or plaintiffs attorney to the defendant at the 
last known principal place of business of the defendant; and 

(3) The defendant’s receipt, or the receipt issued by the post office with 
which the letter is registered, showing the name of the sender of the letter 
and the name and address of the person to whom the letter is addressed, and 
the affidavit of the plaintiff or plaintiffs attorney showing a compliance with 
this section are filed with the clerk of the court in which the action is pending 
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on or before the date the defendant is required to appear, or within a further 
time that the court allows. 


History. Sections 56-2-602 — 56-2-605 are referred to 
Acts 1955, ch. 2, § 2; T.C.A., §§ 56-330, 56- in § 56-2-606. 
249, This section is referred to in §§ 56-2-608, 
56-2-609. 


Cross-References. 
Certified mail instead of registered mail, § 1- 
3-111. 


Section to Section References. 
Sections 56-2-602 — 56-2-604 are referred to 
in § 56-2-605. 


56-2-605. Time allowed before judgment. 


No plaintiff or complainant shall be entitled to a judgment by default, or a 
judgment with leave to prove damages, or a judgment pro confesso under 
§§ 56-2-602 — 56-2-604, this section and § 56-2-606 until the expiration of 
thirty (30) days from the date of the filing of the affidavit of compliance. 


History. Section to Section References. 
Acts 1955, ch. 2, § 2; T.C.A., §§ 56-331, 56- Sections 56-2-602 — 56-2-605 are referred to 
250. in § 56-2-606. 


56-2-606. Provisions supplemental. 


Nothing contained in §§ 56-2-602 — 56-2-605 and this section shall limit or 
abridge the right to serve any process, notice or demand upon any insurer in 
any other manner now or hereafter permitted by law. 


History. Law Reviews. 
Acts 1955, ch. 2, § 2; T.C.A., §§ 56-332, 56- Expanded Bases of Jurisdiction — An Exami- 
251. nation of Tennessee’s New “Long-Arm” Statute 


(Harry G. Nichol, Jr.), 18 Vand. L. Rev. 1484 


Section to Section References. (1964-1965). 


This section is referred to in § 56-2-605. 


56-2-607. Defense by insurer — Bond or certificate of authority. 


Before any unauthorized foreign or alien insurer files or causes to be filed 
any pleading in any action, suit or proceeding instituted against it, the 
unauthorized insurer shall: : 

(1) Deposit with the clerk of the court in which the action, suit or 
proceeding is pending cash or securities or file with the clerk a bond with 
good and sufficient sureties, to be approved by the court, in an amount to be 
fixed by the court sufficient to secure the payment of any final judgment that 
may be rendered in the action; or 

(2) Procure a certificate of authority to transact the business of insurance 
in this state. 


History. Section to Section References. 
Acts 1955, ch. 2, § 3; T.C.A., §§ 56-333, 56- This section is referred to in §§ 56-2-608, 
252. 56-2-609. 
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Collateral References. disclosure of physical defects or conditions as 
Automobile insurance: concealment or non- avoiding coverage. 72 A.L.R.3d 804. 


56-2-608. Discretionary continuances. 


The court, in any action, suit or proceeding in which service is made in the 
manner provided in § 56-2-603 or § 56-2-604, may, in its discretion, order a 
postponement that may be necessary to afford the defendant reasonable 
opportunity to comply with § 56-2-607, and to defend the action. 


History. 
Acts 1955, ch. 2, § 3; T.C.A., §§ 56-334, 56- 
253. 


56-2-609. Motions to quash or set aside service. 


Nothing in § 56-2-607 is to be construed to prevent an unauthorized foreign 
or alien insurer from filing a motion to quash a writ or to set aside service of 
the motion made in the manner provided in § 56-2-603 or § 56-2-604 on the 
ground either that: 

(1) The unauthorized insurer has not done any of the acts enumerated in 

§ 56-2-602; or 

(2) The person on whom service was made pursuant to § 56-2-604 was not 

doing any of the acts enumerated in § 56-2-604. 


History. 
Acts 1955, ch. 2, § 3; T.C.A., §§ 56-335, 56- 
254. 


PART 7 
ENFORCEMENT OF DECISIONS AND ORDERS 


56-2-701. Enforcement of orders or decisions against unauthorized 
insurers. 


Upon the request of the commissioner, the attorney general and reporter 
may proceed in the courts of this state, or any reciprocal state, to enforce any 
order or decision in any court proceeding, or in any administrative proceeding 
before the commissioner, against any insurer arising out of a violation of 
§§ 56-2-105 — 56-2-111. 


History. 
Acts 1969, ch. 315, § 1; impl. am. Acts 1971, 
ch. 187, § 2; T.C.A., § 56-260. 


56-2-702. Part definitions. 


As used in this part: 

(1) “Foreign decree” means any decree or order in equity of a court located 
in a reciprocal state, including a court of the United States located in the 
reciprocal state, against any insurer incorporated or authorized to do 
business in this state; 

(2) “Qualified party” means a state regulatory agency acting in its 
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capacity to enforce the insurance laws of its state; and 

(3) “Reciprocal state” means any state or territory of the United States, 
the laws of which contain procedures substantially similar to those specified 
in this part for the enforcement of decrees or orders in equity issued by 
courts located in other states or territories of the United States, against any 
insurer incorporated or authorized to do business in the state or territory. 


History. 
Acts 1969, ch. 315, § 1; T.C.A., § 56-261. 


56-2-703. List of reciprocal states. 


The commissioner shall determine which states and territories qualify as 
reciprocal states and shall maintain at all times an up-to-date list of those 
states. 


History. 
Acts 1969, ch. 315, § 1; T.C.A., § 56-262. 


56-2-704. Enforcement of foreign decrees. 


(a) Filing and Status. 

(1) A copy of any foreign decree authenticated in accordance with the 
statutes of this state may be filed in the office of the clerk of the chancery 
court of Davidson County. 

(2) The clerk, upon verifying with the commissioner that the decree or 
order qualifies as a foreign decree, shall treat the foreign decree in the same 
manner as a decree of that court. A foreign decree so filed has the same effect 
and shall be deemed as a decree of that court, and is subject to the same 
procedures, defenses and proceedings for reopening, vacating, or staying as 
a decree of that court and may be enforced or satisfied in like manner. 

(b) Notice of Filing. 

(1) At the time of the filing of the foreign decree, the attorney general and 
reporter shall make and file with the clerk of the chancery court of Davidson 
County an affidavit setting forth the name and last known post office address 
of the defendant. 

(2) Promptly upon the filing of the foreign decree and the affidavit, the 
clerk shall mail notice of the filing of the foreign decree to the defendant at 
the address given and to the commissioner and shall make a note of the 
mailing in the docket. In addition, the attorney general and reporter may 
mail a notice of the filing of the foreign decree to the defendant and to the 
commissioner and may file proof of mailing with the clerk. Lack of mailing 
notice of filing by the clerk shall not affect the enforcement proceedings if 
proof of mailing by the attorney general and reporter has been filed. 

(3) No execution or other process for enforcement of a foreign decree filed 
under this part shall issue until thirty (30) days after the decree is filed. 
(c) Stay. 

(1) Ifthe defendant shows the chancery court of Davidson County that an 
appeal from the foreign decree is pending or will be taken, or that a stay of 
execution has been granted, that court shall stay enforcement of the foreign 
decree until the appeal is concluded, the time for appeal expires, or the stay 
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of execution expires or is vacated, upon proof that the defendant has 
furnished the security for the satisfaction of the decree aos by the state 
in which it was rendered. 

(2) If the defendant shows the court any ground upon which enforcement 
of a decree of the court would be stayed, the court shall stay enforcement of 
the foreign decree for an appropriate period, upon requiring the same 
security for satisfaction of the decree that is required in this state. 

(d) Fees. Fees for docketing, transcription or other enforcement proceed- 
ings shall be as provided for decrees of the chancery court of Davidson 
County. 


History. 
Acts 1969, ch. 315, § 1; T.C.A., § 56-263. 


PART 8 
CONFIDENTIAL INFORMATION 


56-2-801. Sharing of confidential information. 


The commissioner shall maintain as confidential all information received 
from the National Association of Insurance Commissioners (NAIC), any state 
or federal agency, and foreign countries that is confidential in those jurisdic- 
tions. The commissioner may allow for the sharing of otherwise confidential 
documents, materials, information, administrative or judicial orders, and 
other actions with the regulatory officials of any state or federal agency and 
foreign countries; provided, that the recipients are required, under their 
respective laws, to maintain such confidentiality. The commissioner may also 
allow for the sharing of otherwise confidential documents, materials, informa- 
tion, administrative or judicial orders, and other actions with the NAIC; 
provided, that the NAIC demonstrates by written statement its intent to 
maintain such confidentiality. 


History. Section to Section References. 
Acts 2012, ch. 633, § 1. This section is referred to in §§ 56-13-116, 
56-22-115. 


Cross-References. 
Confidentiality of public records, § 10-7-504. 


CHAPTER 3 
OPERATION OF INSURANCE COMPANIES 


Part 1. General Provisions 


Section 

56-3-101. Investments of insurance companies organized after May 11, 1895. 

56-3-102. Life insurance companies — Contingency reserves — Accumulation and maintenance — 
Capital and surplus — Limitations — Exceptions. 

56-3-103. Officers must not be pecuniarily interested in investment or disposition of funds of 
domestic company. 

56-3-104. Investments of domestic company in which officers pecuniarily interested not to be 
allowed as an admitted asset. 

56-3-105. Regulation of compensation of officers, agents and employees of life insurance compa- 
nies and fraternal benefit societies. 


Section 


56-3-106. 


56-3-107. 
56-3-108. 
56-3-109. 
56-3-110. 
56-3-111. 


56-3-112. 
56-3-113. 
56-3-114. 
56-3-115. 


56-3-116. 
56-3-117. 
56-3-118. 


56-3-201. 
56-3-202. 
56-3-203. 


56-3-301. 


56-3-302. 
56-3-303. 
56-3-304. 
56-3-305. 


56-3-306. 
56-3-307. 


56-3-401. 
56-3-402. 
56-3-403. 
56-3-404. 
56-3-405. 
56-3-406. 
56-3-407. 
56-3-408. 
56-3-409. 


56-3-501. 
56-3-502. 
56-3-503. 
56-3-504. 
56-3-505. 
56-3-506. 
56-3-507. 


56-3-508. 
56-3-509. 
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Pensions to officers, directors, or trustees, or to members of their families prohibited to 
domestic stock or mutual life insurance companies or fraternal benefit societies — 
Employees’ retirement plans permitted. 

Disbursements by life insurance companies to be upon vouchers or affidavits. 

Dividends — Unauthorized payment — Penalty. 

Dividends — Illegal division — Directors’ liability to creditors. 

Unclaimed dividends — Publication. 

Certain insurance companies to report settlement or judgment in health care liability 
claims. 

[Repealed.] 

Valuation of bonds. 

Valuation of securities. 

Bonds or other evidences of debt of a domestic insurance company — Reinsurance 
lability — Limitations. 

Property and casualty insurers — Risk limitations — Applicability. 

Foreign and alien insurers — Investments. 

Commissioner — Promulgation of rules and regulations. 


Part 2. Claims Office Requirements 


Soliciting contracts by advertisements — Claims office required. 
Contracts made by resident agent. 
Failure to provide claims office — Penalty. 


Part 3. Investments of Domestic Life Insurance Companies 


Underwriting or participation by domestic life insurance company in offering of 
securities by another prohibited — Agreement to withhold property from sale 
prohibited — Regulations on loans. 

Part definitions. 

Authorized investments. 

Foreign investments. 

Domestic life insurance companies may acquire, hold and convey real estate — Purposes 
— Manner. 

Time for disposal of real estate — Extension of time. 

Investments or loans of domestic life insurance companies limited. 


Part 4. Investments of Other Domestic Insurance Companies 


Part definitions. 

Investment of assets by certain domestic insurance companies. 
Investments in foreign securities and investments. 

Acquisition of stock. 

Acquisition and conveyance of real property. 

Disposition of real property. 

Manner of investment exclusive. 

Prohibited actions and transactions. 

Eligible investments. 


Part 5. Separate Accounts and Allocations 


Separate accounts — Allocation. 

Investment of amounts allocated to separate accounts. 

Gains and losses credited to or charged against allocation. 

Valuation of assets allocated to separate account. 

Amounts allocated to be company owned. 

Agreements providing for annuity benefits on a variable basis — Statements required. 

Authorization for delivery of agreements providing benefits on a variable basis — 
Determination of qualification. 

Regulation of agreements — Rulemaking power — Licensing. 

Separate accounts — Insurance laws applicable — Required provisions of variable life 
agreements. 


Part 6. Prohibition on Political Funding [Repealed] 


56-3-601 — 56-3-605. [Repealed.] 
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Section 


56-3-701. 
56-3-702. 


56-3-703. 
56-3-704. 
56-3-705. 
56-3-706. 
56-3-707. 
56-3-708. 


56-3-801. 
56-3-802. 
56-3-803. 
56-3-804. 


56-3-901. 
56-3-902. 
56-3-903. 
56-3-904. 
56-3-905. 


OPERATION OF INSURANCE COMPANIES 


Part 7. Restrictions on Beneficial Owners, Directors and Officers 


“Equity security” defined. 


Equity securities of domestic stock insurance companies — Statements of beneficial 


owners, directors and officers. 
Profits from unfair use of information recoverable — Exceptions. 
Restrictions on sale of equity securities. 
Purchases and sales which are exempt. 
Foreign and domestic arbitrage transactions exempt. 
Conditions exempting equity securities. 
Rules and regulations. 


Part 8. Voluntary Deposit of Securities 


Voluntary deposit of securities for protection of state policyholders and creditors. 
Authority to hold securities. 

Delivery back to insurance company. 

Rules and regulations. 


Part 9. Deposit of Securities in Clearing Corporations 


Purpose. 

Part definitions. 

Use of book-entry systems. 

Deposit of securities by domestic insurance companies. 
Deposit of securities by insurance companies. 


56-3-101 


PART 1 
GENERAL PROVISIONS 


56-3-101. Investments of insurance companies organized after May 11, 
1895. 


(a) Every life insurance company doing business in this state, chartered by 
the laws of this state, shall be required for the better protection of the 
policyholders, to keep at all times the sum of one hundred thousand dollars 
($100,000) invested in bonds, securities, or mortgages on real estate for double 
the amount loaned, to be certified as safe and worth this amount by the 
commissioner. 

(b) Insurance companies other than life, chartered by the laws of this state, 
shall not be allowed to transact business in this state unless possessed of at 
least fifty thousand dollars ($50,000) paid up, actual cash capital, or, in lieu of 
cash capital, a stock guaranty capital or surplus, above all liabilities, including 
reinsurance reserve, of not less than fifty thousand dollars ($50,000). 

(c) This section shall not apply to companies organized under the laws of 
this state prior to May 11, 1895, and actually engaged in the transaction of 
insurance business. 


cer by company organized on or after January 
1, 1967, § 56-2-104. 

Investment in bonds and obligations of the 
Tennessee Valley Authority, § 35-3-119. 


History. 

Acts 1895, ch. 160, § 13;Shan., § 3296; Code 
1932, § 6112; T.C.A. (orig. ed.), §§ 56-214, 56- 
303. 


Section to Section References. 
This chapter is referred to in §§ 56-1-501, 
56-50-110. 


Cross-References. 
Captive insurance companies, title 56, ch. 13. 
Deposit with treasurer of state or other offi- 
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Textbooks. Corporations, § 118; 21 Tenn. Juris., Process; 
Tennessee Jurisprudence, 7 Tenn. Juris., § 8. 


56-3-102. Life insurance companies — Contingency reserves — Accu- 
mulation and maintenance — Capital and surplus — Limi- 
tations — Exceptions. 


(a) Any life insurance corporation doing business in this state may accumu- 
late and maintain, in addition to an amount equal to the net values of its 
policies computed according to the laws of the jurisdiction under which it is 
organized, a contingency reserve not exceeding the following respective per- 
centages of the net values: 

(1) When the net values are less than one hundred thousand dollars 
($100,000), twenty percent (20%) of the net values or the sum of ten 
thousand dollars ($10,000), whichever is greater; 

(2) When the net values are greater than one hundred thousand dollars 
($100,000), the percentage of the net values measuring the contingency 
reserve shall decrease: 

(A) One half of one percent (0.5%) of each one hundred thousand dollars 

($100,000) of the net values up to one million dollars ($1,000,000); 

(B) One half of one percent (0.5%) for each additional one million dollars 

($1,000,000) up to ten million dollars ($10,000,000); and 

(C) One half of one percent (0.5%) for each additional two million five 
hundred thousand dollars ($2,500,000) up to fifteen million dollars 

($15,000,000); and 

(3) If the net values equal or exceed fifteen million dollars ($15,000,000), 
the contingency reserve shall not exceed ten percent (10%) of the net values. 
(b)(1) As the net values of the policies increase and the maximum percent- 
age measuring the contingency reserve decreases, the corporation may 
maintain the contingency reserve already accumulated under this section, 
although for the time being it may exceed the maximum percentage 
prescribed in this section, but may not add to the contingency reserve when 
the addition will bring it beyond the maximum percentage. 

(2) Nothing in this section shall be construed to affect any existing 
surplus or contingency reserves held by the corporation, except that when- 
ever the existing surplus and contingency reserves, exclusive of the net 
values and all accumulations held on account of existing deferred dividend 
policies or groups of such policies, exceeds the limit mentioned in subsection 
(a), it shall not be entitled to maintain any additional contingency reserve. 

(3) For cause shown, the commissioner may, at any time and from time to 
time, permit any corporation to accumulate and maintain a contingency 
reserve in excess of the limit mentioned in subsection (a) for a prescribed 
period, not exceeding one (1) year under any one (1) permission, by filing in 
the commissioner’s office a decision stating the reasons for the excess and 
causing the excess to be published in the commissioner’s next annual report. 


History. Shan., § 3348a34; Code 1932, § 6209; T.C.A. 
Acts 1907, ch. 454, § 2; 1925, ch. 66, § 1; (orig. ed.), § 56-215; impl. am. Acts 1971, ch. 
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137, § 2; T.C.A. (orig. ed.), § 56-304. Textbooks. 
Tennessee Jurisprudence, 15 Tenn. Juris., 


Cross-References. 
Insurance, § 5. 


Reserve value of policies for one year prelimi- 
nary term insurance, § 56-7-309. 


56-3-103. Officers must not be pecuniarily interested in investment or 
disposition of funds of domestic company. 


(a) No director or other officer of any domestic insurance company organized 
under the laws of this state, and no member of a committee having any 
authority in the investment or disposition of its funds, shall accept, or be the 
beneficiary of, either directly or remotely, any fee, brokerage, commission, gift, 
or other consideration for or on account of any loan, deposit, purchase, sale, 
payment, or exchange made by or in behalf of the company, or be pecuniarily 
interested in the purchase, sale, or loan, either as borrower, principal, 
coprincipal, agent, or beneficiary, except that if a policyholder, the person shall 
be entitled to all the benefits accruing under the terms of the contract; 
provided, that this section shall not forbid the collection by attorneys of 
reasonable fees for the examination of titles and investigations of loans and 
investments. This section shall not bar a person who is an agent of an 
insurance company, in the normal course of business, from serving on the 
board or on a committee of an insurance company because the person receives 
commissions on insurance sales. 

(b) This section shall not bar or limit the ability of a director, officer, or 
committee member of an insurance company from: 

(1) Holding or owning stock or other ownership interest, if the stick or 
ownership interest has been disclosed to the insurance company, in a 
company or entity: 

(A) The shares of which are publicly traded on a national stock 
exchange or on an over-the-counter basis; 

(B) That is regulated by the federal reserve board, the federal deposit 
insurance corporation, the office of the comptroller of the currency, or the 
office of thrift supervision; or 

(C) That does business with the insurance company in the ordinary 
course of business and on terms no less favorable to the insurance 
company than are available to ordinary customers of the entity; 

(2) Receiving dividends or other distributions in the ordinary course of 
business from the stock or ownership interest; or 

(3) Serving as a director, officer, committee member, employee or agency 
of any entity listed in this subsection (b) and receiving fees or other 
compensation in the ordinary course of business for the service. 


History. 1995, made an amendment identical to that 
Acts 1917, ch. 124, § 1; Shan., § 3369a148; made by Acts 1995, ch. 219, § 3. 

Code 1932, § 6441; T.C.A. (orig. ed.), §§ 56- 4 ‘ 

221, 56-310; Acts 1995, ch. 219, § 1; 1995, ch. Section to Section References. 

221, § 7; 2005, ch. 101, § 1. This section is referred to in §§ 56-3-104, 

56-16-119, 56-23-111. 

Compiler’s Notes. 

Acts 1995, ch. 221, § 7, effective May 12, 
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56-3-104. Investments of domestic company in which officers pecuni- 
arily interested not to be allowed as an admitted asset. 


No funds of a company invested in violation of § 56-3-103 shall be allowed by 
the commissioner as an admitted asset of the company. 


History. Section to Section References. 

Acts 1917, ch. 124, § 2; Shan., § 3369a149; This section is referred to in § 56-23-111. 
Code 1932, § 6442; T.C.A. (orig. ed.), §§ 56- 
222, 56-311. 


56-3-105. Regulation of compensation of officers, agents and employ- 
ees of life insurance companies and fraternal benefit soci- 
eties. 


(a) A domestic stock or mutual life insurance company or fraternal benefit 
society shall not: 

(1) Pay any salary, compensation or emolument to any director or trustee 
regardless of amount, or to any officer, employee or other person, firm or 
corporation amounting in any one (1) year to more than the amount set forth 
in the appropriate schedule of the annual statement filed with the commis- 
sioner pursuant to § 56-1-501, unless the payment has first been authorized 
by a vote of the board of directors of the company or society; 

(2) Pay any other compensation or emolument to any officer, director or 
trustee of the company or society who is paid a salary for services of more 
than one hundred dollars ($100) per month; or 

(3) Enter into an agreement for a term longer than twelve (12) months 
from the date of the agreement with any officer, director, trustee or salaried 
employee of the company or society providing for the payment of any salary, 
compensation or emolument for any services rendered or to be rendered. 
(b) This section shall not prohibit the life insurance company or society from 

entering into an agreement with: 

(1) Any officer or employee of the company or society for the payment of 
deferred compensation beyond the period of twelve (12) months from the 
date of the agreement; 

(2) Any officer or employee of the company or society for a stock option 
plan, stock purchase plan, stock bonus plan, or other incentive compensation 
plan, if, before the plan is entered into or becomes effective, it is first 
approved by the commissioner; 

(3) Any agent, general agent or district manager of the company or society 
providing for the payment of commissions on the regular commission basis; 
or 

(4) Any agent of the company or society providing for the payment of 
renewal commissions. 

(c) No domestic or foreign life insurance company or society doing business 
in this state shall calculate or pay, directly or indirectly, the compensation of 
any officer, director or trustee of the company or society as a percentage of the 
premiums collected or the insurance written by the company or society unless 
it first obtains the approval of the commissioner. 
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History. Law Reviews. 

Acts 1907, ch. 440, § 1; Shan., § 3348a25; Venue — Localizing Transitory Actions in 
Code 1932, § 6196; Acts 1959, ch. 84,§ 1;1961, Tennessee Civil Proceedings, 35 Tenn. L. Rev. 
ch. 34, § 1; 1967, ch. 30,§ 1; 1969,ch.161,§ 1; 590. 
impl. am. Acts 1971, ch. 187, § 2; 1977, ch. 11, 

§ 1; T.C.A., §§ 56-231, 56-321; Acts 1981, ch. Collateral References. 
269, § 1. Salaries of officers of insurance companies, 
Textbooks: public control of. 50 A.L.R. 481. 


Tennessee Jurisprudence, 7 Tenn. Juris., 
Corporations, § 118; 21 Tenn. Juris., Process, 
§ 8. 


56-3-106. Pensions to officers, directors, or trustees, or to members of 
their families prohibited to domestic stock or mutual life 
insurance companies or fraternal benefit societies — Em- 
ployees’ retirement plans permitted. 


(a) No domestic stock or mutual life insurance company or fraternal benefit 
society shall grant any pension to any officer, director or trustee of the company 
or society, or to any member of the person’s family after the person’s death, or 
to any other person whomsoever except that the company or society may 
provide for an employees’ retirement plan for its employees, which plan may or 
may not require contributions from the employees. 

(b) Before the company or society enters into the employees’ retirement 
plan, it shall first submit that plan to the commissioner for approval pursuant 
to the requirements of this section, and the plan shall not become effective 
until it has been so approved. After the effective date of the plan, the 
commissioner may, upon a finding that the plan no longer meets the require- 
ments of this section, order the company or society to discontinue contributions 
to the plan for a specified time with renewal of the contributions to be subject 
to the commissioner’s subsequent approval. 

(c) The commissioner shall approve, or continue the approval of, an employ- 
ees’ retirement plan that meets the following requirements: 

(1) No benefit payment can be made to any employee under the plan until 
the entire reserve required for the benefit payment to the employee has been 
accumulated and set aside; and 

(2) If the plan is established for any classification of the employees of the 
company or society, such as home office employees, detached office employ- 
ees, field representatives, agents, etc., it provides for participation and 
benefits on a nondiscriminatory basis for all employees in each classification 
who may elect to participate in the plan. 

(d) As used in this section, “employees” includes all persons employed by the 
company or society in any capacity, but does not include any director or trustee 
of the company or society who serves in that capacity only. 


History. Textbooks. 

Acts 1907, ch. 440, § 2; Shan., § 3348a26; Tennessee Jurisprudence, 6 Tenn. Juris., 
Acts 1931, ch. 78, § 1; Code 1932, § 6197;1933, Constitutional Law, § 58; 15 Tenn. Juris., In- 
ch. 150, § 1; 1939, ch. 72, S21. Supp. 1950, surance, §§ 82, 87. 

§ 6197; T.C.A. (orig. ed.), § 56-231; Acts 1969, 
ch. 161, § 2; impl. am. Acts 1971, ch. 137, § 2; 
1978, ch. 559, § 1; T.C.A. (orig. ed.), § 56-322. 
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56-3-107. Disbursements by life insurance companies to be upon 
vouchers or affidavits. 


(a) No life insurance company doing business in this state shall make any 
payment out of its funds amounting to one hundred dollars ($100) or more 
unless the payment is evidenced by a voucher signed by or on behalf of the 
person receiving the money and correctly describing the consideration for the 
payment. If the payment is for both services and other purposes, the voucher 
shall set forth an itemized statement of the specific services rendered and of all 
other expenditures. If the expenditure is in connection with any matter 
pending before any legislative or public body or before any department or 
officer of any state or government, the voucher shall correctly describe, in 
addition, the nature of the matter and the interest of the company. 

(b) When the voucher cannot be obtained, the expenditure shall be evi- 
denced by an affidavit describing the character and object of the expenditure 
and stating the reason for not obtaining the voucher. 


History. Insurer’s liability for consequential or puni- 

Acts 1907, ch. 439, § 1; Shan., § 3348a24; tive damages for wrongful delay or refusal to 
Code 1932, § 6195; T.C.A. (orig. ed.), 8§ 56- make payments due under contracts. 47 
224, 56-328. A.L.R.3d 314. 


Collateral References. 


56-3-108. Dividends — Unauthorized payment — Penalty. 


(a) It is not lawful for the directors, trustees, or managers of any insurance 
company incorporated by the laws of this state to make any dividend except 
from the surplus profits. 

(b) Any dividend made contrary to this chapter shall subject the company 
making the dividend to a forfeiture of its charter, and each stockholder 
receiving it to a liability to the creditors of the company to the extent of double 
the amount of the dividend declared. 


History. Law Reviews. 

Acts 1895, ch. 160, § 25; Shan., § 3309; Code Legal Problems in the Organization and Op- 
1932, § 6129; T.C.A. (orig. ed.), §§ 56-234, 56- eration of Group Health Plans (Horace P. Han- 
329. sen), 5 Vand. L. Rev. 14 (1951-1952). 


56-3-109. Dividends — Illegal division — Directors’ liability to credi- 
tors. 


Moneys received as premiums upon risks undetermined and outstanding, at 
the time of declaring any dividend, shall not be considered as profits, earned 
and divided as such; and if any loss should happen impairing the capital stock, 
no dividend shall be declared until the capital stock is made good; and if a 
dividend is declared, contrary to this prohibition, the directors consenting to 
the dividend shall be liable to make good to the creditors of the company, if 
their claims cannot otherwise be satisfied, the amount of dividends thus 
illegally divided. 


History. 1932, § 3978; T.C.A. (orig. ed.), §§ 56-235, 56- 
Acts 1875, ch. 142, § 10; Shan., § 2266; Code 330. 
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56-3-110. Unclaimed dividends — Publication. 


Every insurance company doing business in this state shall, on January 1 of 
each year, and for thirty (30) days thereafter, cause to be published, in one (1) 
newspaper printed in the city of Nashville, a full and accurate statement, 
verified by the oath of the presiding officer, of the dividends and profits 
declared and payable upon stocks, bonds, or other evidences of indebtedness 
that remain unclaimed by the person entitled to the dividends and profits. 


History. pursuant to § 66-29-132, concerning disposi- 
Code 1858, § 1830; Shan., § 3346; Code tion of undistributed dividends and distribu- 

1932, § 6171; T.C.A. (orig. ed.), §§ 56-236, 56- tions. 

331. 


Compiler’s Notes. 
This section may be affected by § 66-29-107, 


56-3-111. Certain insurance companies to report settlement or judg- 
ment in health care liability claims. 


(a) Insurance companies providing insurance coverage against civil liability 
for the death or personal injury of any person as the result of negligence or 
health care liability in the rendering of professional services by a licensed 
physician, either doctor of osteopathic medicine or doctor of medicine, or by a 
licensed dentist shall report to the state board of medical examiners or state 
board of osteopathic examination or the state board of dentistry any settlement 
of a claim or judgment, sealed, confidential or otherwise, of five thousand 
dollars ($5,000) or more that arises out of a claim of negligence or health care 
hability on the part of an insured physician or dentist as distinguished from 
administrative matters. The report shall be made within thirty (30) days of the 
settlement or judgment and shall contain only the following information: 

(1) The name and address of the licensed physician or dentist; 

(2) The name and address of the plaintiff; 

(3) The name of the patient, if different from the plaintiff; 

(4) The name and location of the court in which a claim was filed, if any; 

(5) The amount of any judgment or settlement; and 

(6) The identity of the insurance company and the person filling out the 
report. 

(b) The reports shall be confidential, shall not be subject to public inspec- 
tion, shall not be subject to subpoena or used as evidence in any legal 
proceeding, civil or criminal; provided, however, that the reported judgments 
and settlements contained in the reports, except those that are ordered sealed 
or to remain confidential by a court of competent jurisdiction, may be used to 
fulfill the requirements of the Health Care Consumer Right to Know Act of 
1998, compiled in title 63, chapter 51, but may not be used to initiate or 
prosecute any administrative proceeding before the board for licensing health 
care facilities. 

(c) No insurance company, official, or other person authorized by an insur- 
ance company to issue the reports shall be liable for filing reports in accordance 
with this section, so long as the report is not disclosed to anyone other than 
authorized personnel of the state board of medical examiners, state board of 
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osteopathic examination or the state board of dentistry, or the reported 
judgments and settlements contained in the reports, except those that are 
ordered sealed or to remain confidential by a court of competent jurisdiction 
are used to fulfill the requirements of the Health Care Consumer Right to 
Know Act of 1998. 


History. Cross-References. 

Acts 1979, ch. 166, § 1; T.C.A., § 56-340; Confidentiality of public records, § 10-7-504. 
Acts 1996, ch. 713, § 1; 2004, ch. 902, § 3; ; 
2012, ch. 798, § 18. 


56-3-112. [Repealed.] 


History. Compiler’s Notes. 

Acts 1980, ch. 503, § 1; 1995, ch. 363, § 9; Former § 56-3-112 concerned the deposit of 
repealed by Acts 2012, ch. 680, § 3, effective securities in a clearing corporation or federal 
July 1, 2012. reserve bank. 


56-3-113. Valuation of bonds. 


(a) All bonds permitted by this chapter or other evidences of debt having a 
fixed term and rate of interest held by an insurer may, if amply secured and not 
in default as to principal or interest, be valued as follows: 

(1) If purchased at par, at the par value; 

(2) If purchased above or below par, on the basis of the purchase price 
adjusted so as to bring the value to par at maturity and so as to yield in the 
meantime the effective rate of interest at which the purchase was made, or 
in lieu of that method, according to the accepted method of valuation 
approved by the department; and 

(3) The purchase price shall in no case be taken at a higher figure than the 
actual market value at the time of purchase, plus actual brokerage, transfer, 
postage or express charges paid in the acquisition of the securities. 

(b) The department shall have full discretion in determining the method of 
calculating values according to the rules set forth in this section, but the 
method or valuation shall not be inconsistent with any applicable valuation or 
method used by insurers in general, or the method then currently formulated 
or approved by the National Association of Insurance Commissioners or its 
successor organization. 


History. This section is referred to in §§ 56-2-210, 
Acts 1991, ch. 142, § 2. 56-3-114, 56-3-115. 


Section to Section References. 
Sections 56-3-113 — 56-3-116 are referred to 
in § 56-3-117. 


56-3-114. Valuation of securities. 


(a) Securities, other than those referred to in § 56-3-113, held by an insurer 
shall be valued, in the discretion of the department, at their market value, at 
their appraised value, or at prices determined by it as representing their fair 
market value. Nothing in this section applies to loans secured by mortgages 
upon improved real property or upon leasehold estates in improved real 
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property, which shall continue to be valued on the basis of amortization to 
maturity. 

(b) Preferred or guaranteed stocks or shares, while paying full dividends, 
may be carried at a fixed value in lieu of market value, at the discretion of the 
department and in accordance with the method of valuation it approves. 

(c) Stock of a subsidiary corporation of an insurer shall not be valued at an 
amount in excess of the net value of the stock as based upon those assets only 
of the subsidiary that would be eligible under this chapter for investment of the 
funds of the insurer directly. 

(d) No valuations under this section shall be inconsistent with any appli- 
cable valuation or method then currently formulated or approved by the 
National Association of Insurance Commissioners or its successor organiza- 
tion. 

(e) Before the commissioner takes any action pursuant to this section, the 
commissioner shall give written notice to the insurer involved, stating specifi- 
cally the nature of the alleged violation, and fixing a time and place, at least 
ten (10) days thereafter, when a hearing on the matter shall be held. The 
burden of proof shall be on the commissioner to show the lack of statutory 
criteria by the preponderance of the evidence. After the hearing, or upon 
failure of the accused to appear at the hearing, the commissioner, if the 
commissioner finds a violation, may enter an appropriate order under this 
section as the commissioner deems advisable. 

(f) When the commissioner takes action in any or all of the ways set out in 
this section, the party aggrieved may appeal from the action to the chancery 
court of Davidson County. 


History. in § 56-3-117. 
Acts 1991, ch. 142, § 2. This section is referred to in § 56-2-210. 


Section to Section References. 
Sections 56-3-113 — 56-3-116 are referred to 


56-3-115. Bonds or other evidences of debt of a domestic insurance 
company — Reinsurance liability — Limitations. 


Notwithstanding § 56-1-405, where bonds or other evidences of debt having 
a fixed term and rate of interest, or shares of capital stock of a federal home 
loan bank, owned by a domestic insurance company are held by or on behalf of 
another person in connection with a reinsurance liability of, or an indebted- 
ness incurred to a federal home loan bank by the domestic insurance company, 
the amount allowed as a credit against the liability or indebtedness shall be 
determined in the manner provided for in § 56-3-113 or § 56-3-303(a)(4), as 
applicable, and the commissioner may allow the excess, if any, of the amount 
of the bonds or other evidences of debt or shares of capital stock over the 
amount of the liability or indebtedness to constitute an admissible asset of the 
domestic insurance company, but only if and to the extent that the bonds or 
other evidences of debt or shares of capital stock would constitute admissible 
assets except for being so held in connection with a reinsurance liability or 
indebtedness to a federal home loan bank; provided, that the total amount of 
the excess that a domestic insurance company may take into account as an 
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admissible asset shall not exceed thirty percent (30%) of the company’s capital 
and surplus as determined on December 31 of the year preceding the date of 
the determination. 


History. Section to Section References. 
Acts 1999, ch. 394, § 2; 2006, ch. 534, § 1. Sections 56-3-113 — 56-3-116 are referred to 
in § 56-3-117. 


Compiler’s Notes. 

Former § 56-3-115, concerning property and 
casualty insurers, was transferred to § 56-3- 
116 in 1999. 


56-3-116. Property and casualty insurers — Risk limitations — Appli- 
cability. 


(a) No insurance company engaged in the business of property and casualty 
insurance shall retain a maximum net amount on any single risk in excess of 
ten percent (10%) of the company’s capital, or surplus funds, if the insurer is 
a mutual, reciprocal or Lloyd’s plan insurer. 

(b) This section does not apply to any company organized pursuant to 
chapter 13 of this title except for risk retention groups as defined in 15 U.S.C. 
§ 3901 et seq. and 42 U.S.C. § 9671. 


History. alien insurers, was transferred to § 56-3-117 in 
Acts 1991, ch. 142, § 2; 1999, ch. 394, § 1; 1999. 
T.C.A. § 56-3-115; Acts 2014, ch. 559, § 9. : ” 
Section to Section References. 


Compiler’s Notes. Sections 56-3-113 — 56-3-116 are referred to 
Former § 56-3-116, concerning foreign and in § 56-3-117. 


NOTES TO DECISIONS 


1. Insurer’s Obligation Under Policy. from a risk for which it provided coverage and 
An insurer should not be excused from its collected a premium. Allstate Ins. Co. v. Watts, 


obligation under a homeowner’s policy unless it 811 S.W.2d 883, 1991 Tenn. LEXIS 249 (Tenn. 
has been determined that the loss being com- 1991), 
plained of did not result in substantial part 


Collateral References. and battery exclusion in liability insurance 
Validity, construction, and effect of assault policy at issue. 44 A.L.R.5th 91. 


56-3-117. Foreign and alien insurers — Investments. 


(a) The investments of foreign and alien insurers shall be as permitted by 
the laws of their domicile but shall be of a quality substantially as high as 
those required under § 56-2-120 or §§ 56-3-113 — 56-3-116 and this section 
for similar funds of like domestic insurers. 

(b) For the purpose of this section, the domicile of an alien insurer, other 
than insurers formed under the laws of Canada, shall be that state designated 
by the insurer in writing filed with the commissioner at the time of admission 
to this state and may be any one (1) of the following states in which: 

(1) The insurer was first authorized to transact insurance; 
(2) The insurer’s principal place of business is located in the United 

States; or 
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(3) The larger deposits of trusteed assets of the insurer for the protection 
of its policyholders and creditors in the United States is held. 

(c) If the insurer makes no such designation, its domicile shall be deemed to 
be that state in which is located its principal place of business in the United 
States. 

(d) In the case of the insurer formed under the laws of Canada or a province 
of Canada, its domicile shall be deemed to be that province in which its head 
office is situated. 

(e) Before the commissioner takes any action pursuant to this section, the 
commissioner shall give written notice to the insurer involved, stating specifi- 
cally the nature of the alleged violation, and fixing a time and place, at least 
ten (10) days thereafter, when a hearing on the matter shall be held. The 
burden of proof shall be on the commissioner to show the lack of statutory 
criteria by the preponderance of the evidence. After the hearing, or upon 
failure of the accused to appear at the hearing, the commissioner, if the 
commissioner finds a violation, may enter an appropriate order under this 
section as the commissioner deems advisable. 

(f) When the commissioner takes action in any or all of the ways set out in 
this section, the party aggrieved may appeal from the action to the chancery 
court of Davidson County. 


History. of rules and regulations, was transferred to 
Acts 1991, ch. 142, § 2; 1999, ch. 394,§ 1; § 56-3-118 in 1999. 
T.C.A. § 56-3-116. 


Compiler’s Notes. 
Former § 56-3-117, concerning promulgation 


56-3-118. Commissioner — Promulgation of rules and regulations. 


(a) The commissioner is authorized to promulgate rules and regulations to 
prescribe minimum standards for the establishment of liabilities and reserves 
resulting from insurance contracts issued by an insurer, including, but not 
limited to, unearned premium reserves and liabilities for claims and losses 
unpaid and incurred but not reported claims. The rules and regulations shall 
be promulgated in accordance with the Uniform Administrative Procedures 
Act, compiled in title 4, chapter 5. 

(b) The rules promulgated under this section shall contain provisions 
stating that before the commissioner takes any action pursuant to the rules 
and regulations, the commissioner shall give written notice to the insurer 
involved, stating specifically the nature of any alleged violation, and fixing a 
time and place, at least ten (10) days thereafter, when a hearing on the matter 
shall be held. The burden of proof shall be on the commissioner to show the 
lack of minimum standards under the rules promulgated under this section by 
the preponderance of the evidence. After the hearing, or upon failure of the 
accused to appear at the hearing, the commissioner, if the commissioner finds 
a violation, may enter an appropriate order under this section as the commis- 
sioner deems advisable. 

(c) When the commissioner takes action in any or all of the ways set out in 
this section, the party aggrieved may appeal from the action to the chancery 
court of Davidson County. 
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History. 
Acts 1991, ch. 142, § 2; 1999, ch. 394, § 1; 
T.C.A. § 56-3-117. 


PART 2 
CLAIMS OFFICE REQUIREMENTS 


56-3-201. Soliciting contracts by advertisements — Claims office re- 
quired. 


(a) Any life, accident, hospitalization and health insurance company doing 
business in this state that solicits applications or offers for contracts or 
contracts of insurance primarily by mail, radio, television, publication of 
advertisements in a newspaper, magazine, or by any other printed matter shall 
provide at least one (1) office for the handling of claims in one (1) of the 
following cities: Memphis, Nashville, Knoxville or Chattanooga. 

(b) Any insurance policy issued for delivery to a resident of this state shall 
contain information whereby a policyholder may locate the nearest claims 
office referred to in subsection (a). 


History. 
Acts 1978, ch. 253, § 1; T.C.A., § 56-352. 


Section to Section References. 
This section is referred to in §§ 56-3-202, 
56-3-203. 


56-3-202. Contracts made by resident agent. 


Sections 56-3-201 and 56-3-203 do not apply to solicitations, offers, or 
contracts that are taken or made directly by a duly licensed resident agent. 


History. by insured against liability insurer for failure 
Acts 1973, ch. 253, § 2; T.C.A., § 56-353. to settle claim against insured. 85 A.L.R.3d 


Collateral References. 1211. 


Recoverability of punitive damages in action 


56-3-203. Failure to provide claims office — Penalty. 


Life, accident, hospitalization and health insurance companies that violate 
§ 56-3-201 shall be fined no less than five hundred dollars ($500) nor more 
than one thousand dollars ($1,000) for each day a violation occurs in each city 
named in § 56-3-201. 


History. Section to Section References. 
Acts 1973, ch. 253, § 3; T.C.A., § 56-354. This section is referred to in § 56-3-202. 


145 OPERATION OF INSURANCE COMPANIES 56-3-301 
PART 3 
INVESTMENTS OF DOMESTIC LIFE INSURANCE 
COMPANIES 


56-3-301. Underwriting or participation by domestic life insurance 
company in offering of securities by another prohibited — 
Agreement to withhold property from sale prohibited — 
Regulations on loans. 


(a) No domestic life insurance company, whether incorporated by special act 
or under a general law of this state, shall underwrite or participate in the 
underwriting of an offering of securities or property by any other person; nor 
shall the company enter into any agreement to withhold from sale any of its 
property, but the disposition of its property shall be at all times within the 
control of its board of directors. 

(b)(1) No investment or loan, except policy loans, shall be made by the life 

insurance company, unless the investment or loan first has been authorized 

by the board of directors or by a committee appointed by the board and 
charged with the duty of supervising the investment or loan; provided, that 
the acquisition and disposal of short-term bonds, debentures, notes, com- 
mercial paper, certificates of deposits or similar evidences of indebtedness, 
having a remaining maturity of ninety (90) days or less, if in accordance with 

§ 56-3-303 and if done under the general supervision and periodic review of 

the board or a committee appointed by the board, shall not require specific 

approval of the board or committee. 
(2) Membership on the board of directors shall not be a requirement for 
eligibility to membership on the committee. 


History. 

Acts 1907, ch. 458, § 1; Shan., § 3348a28; 
Code 1932, § 6203; T.C.A. (orig. ed.), § 56-216; 
Acts 1967, ch. 204, § 1; T.C.A. (orig. ed.), § 56- 
305; Acts 1983, ch. 65, § 1. 


Cross-References. 
Insurance companies, prohibited actions and 
transactions, § 56-3-408. 


Section to Section References. 
This part is referred to in §§ 56-2-210, 56-13- 
414. 


Sections 56-3-301 — 56-3-307 are referred to 
in § 56-11-102. 

Sections 56-3-301 — 56-3-306 are referred to 
in § 56-3-307. 


Law Reviews. 

Selected Tennessee Legislation of 1983 (N. L. 
Resener, J. A. Whitson, K. J. Miller), 50 Tenn. 
L. Rev. 785 (1983). 


NOTES TO DECISIONS 


Analysis 


1. Purpose. 
2. Effect of Notice. 


1. Purpose. 

The Tennessee statutes governing domestic 
life insurance companies severely restrict the 
use and investment of its assets (see this sec- 
tion and §§ 56-3-302 — 56-3-305) with the 
underlying purpose of protecting the policy- 


holders, just as the statutes and regulations 
governing banks are designed to protect deposi- 
tors. Continental Bankers Life Ins. Co. v. Bank 
of Alamo, 578 S.W.2d 625, 1979 Tenn. LEXIS 
417 (Tenn. 1979). 


2. Effect of Notice. 

When a bank, acting as a lender, has knowl- 
edge that it is dealing with the reserve funds of 
a life insurance company, it is charged with 
notice that the use of those funds is regulated 
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and restricted for the protection of policyhold- Bankers Life Ins. Co. v. Bank of Alamo, 578 
ers, and at the very least, it is a signal that S.W2d 625, 1979 Tenn. LEXIS 417 (Tenn. 
inquiry and investigation are called for, as 1979). 

distinguished from “assumptions.” Continental 


56-3-302. Part definitions. 


As used in this part: 

(1) “Acceptable collateral” means: 

(A) As to securities lending transactions, and for the purpose of calcu- 
lating counterparty exposure amount, cash, cash equivalents, letters of 
credit, direct obligations of, or securities that are fully guaranteed as to 
principal and interest by, the government of the United States, or by the 
Federal National Mortgage Association or the Federal Home Loan Mort- 
gage Corporation, and as to lending foreign securities, sovereign debt 
rated NAIC-SVO 1; and 

(B) As to repurchase transactions and reverse repurchase transactions, 
cash, cash equivalents, letters of credit, direct obligations of, or securities 
that are fully guaranteed as to principal and interest by, the government 
of the United States, or by the Federal National Mortgage Association or 
the Federal Home Loan Mortgage Corporation; 

(2) “Admitted assets” means assets permitted to be reported as admitted 
assets on the statutory financial statement of the insurer most recently 
required to be filed with the commissioner, but: 

(A) Excluding the assets of separate accounts, the investments of which 
are not subject to this part; 

(B)G) The amount of the liability recorded on the insurer’s statutory 

balance sheet for: 

(a) The return of acceptable collateral received in a reverse repur- 
chase transaction or a securities lending transaction; and 
(b) Cash received in a dollar roll transaction; 

(ii) Shall be deducted from the insurer’s admitted assets for the 
purpose of calculating any limitation in this part that is based upon 
admitted assets; 

(3) “Affiliate” means, as to any person, another person that, directly or 
indirectly through one (1) or more intermediaries, controls, is controlled by, 
or is under common control with the person; 

(4) “Business entity” includes a sole proprietorship, corporation, limited 
hability company, association, general or limited partnership, joint stock 
company, joint venture, mutual fund, bank, trust, real estate investment 
trust, joint tenancy or other similar form of business organization, whether 
organized for-profit or not-for-profit; 

(5) “Cap” means an agreement obligating the seller to make payments to 
the buyer with each payment based on the amount by which a reference 
price or level or the performance or value of one (1) or more underlying 
interests exceeds a predetermined number, sometimes called the strike rate 
or strike price; 

(6) “Capital and surplus” means the sum of the capital and surplus of the 
insurer required to be shown on the statutory financial statement of the 
insurer most recently required to be filed with the commissioner; 
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(7)(A) “Cash equivalents” means highly rated, highly liquid and readily 

marketable investments or securities with a remaining term to maturity 

of one (1) year or less, which includes money market funds as defined in 

§ 56-3-303(a)(17); 

(B) For purposes of subdivision (7)(A), “highly rated” means an invest- 
ment rated “P-1” by Moody’s Investors Service, Inc., or “A-1” by the 
Standard and Poor’s Division of the McGraw Hill Companies, Inc. or its 
equivalent rating by a nationally recognized statistical rating organiza- 
tion recognized by the NAIC-SVO; 

(8) “Collar” means an agreement to receive payments as the buyer of an 
option, cap or floor and to make payments as the seller of a different option, 
cap or floor; 

(9) “Counterparty exposure amount” means: 

(A) For an over-the-counter derivative instrument not entered into 
pursuant to a written master agreement which provides for netting of 
payments owed by the respective parties: 

(i) The market value of the over-the-counter derivative instrument if 
the liquidation of the derivative instrument would result in a final cash 
payment to the insurer; or 

(ii) Zero (0) if the liquidation of the derivative instrument would not 
result in a final cash payment to the insurer; 

(B) For over-the-counter derivative instruments entered into pursuant 
to a written master agreement that provides for netting of payments owed 
by the respective parties, and the domiciliary jurisdiction of the counter- 
party is either within the United States, or if not within the United States, 
is within a foreign, not United States, jurisdiction listed in the Purposes 
and Procedures Manual of the Securities Valuation Office of the NAIC or, 
if it is no longer being published, the successor publication to the Purposes 
and Procedures Manual of the Securities Valuation Office of the NAIC, as 
eligible for netting, the greater of zero (0) or the net sum payable to the 
insurer in connection with all derivative instruments subject to the 
written master agreement upon their liquidation in the event of default by 
the counterparty pursuant to the master agreement, assuming no condi- 
tions precedent to the obligations of the counterparty to make such a 
payment and assuming no set off of amounts payable pursuant to any 
other instrument or agreement; 

(C) For purposes of this subdivision (9), market value or the net sum 
payable, as the case may be, shall be determined at the end of the most 
recent quarter of the insurer’s fiscal year and shall be reduced by the 
market value of acceptable collateral held by the insurer or a custodian on 
the insurer’s behalf; 

(10)(A) “Derivative instrument” means any agreement, option or instru- 

ment, or any series or combinations of an agreement, option or 

instrument: 

(i) To make or take delivery of, or assume or relinquish, a specified 
amount of one (1) or more underlying interests, or to make a cash 
settlement in lieu thereof; or 

(ii) That has a price, performance, value or cash flow based primar- 
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ily upon the actual or expected price, yield, level, performance, value 

or cash flow of one (1) or more underlying interests; 

(B)G) “Derivative instruments” includes options, warrants (not at- 

tached to another financial instrument purchased by the insurer), caps, 

floors, collars, swaps, swaptions, forwards, futures and any other 
agreements, options or instruments substantially similar thereto, or 
any series or combinations thereof; 

(ii) “Derivative instruments” does not include collateralized mortgage 
obligations, other asset-backed securities, principal-protected struc- 
tured securities, floating rate securities, or instruments that an insurer 
is otherwise authorized to invest in or receive under this part other than 
under § 56-3-303(a)(21), and any debt obligations of the insurer; 

(11) “Derivative transaction” means a transaction involving the use of one 
(1) or more derivative instruments. Dollar roll transactions, repurchase 
transactions, reverse repurchase transactions and securities lending trans- 
actions shall not be included as derivative transactions for purposes of 
§ 56-3-303(a)(21); 

(12) “Dollar roll transaction” means two (2) simultaneous transactions 
with settlement dates no more than ninety-six (96) days apart so that in one 
(1) transaction an insurer sells to a business entity, and in the other 
transaction the insurer is obligated to purchase from the same business 
entity, substantially similar securities of the following types: 

(A) Mortgage-backed securities issued, assumed or guaranteed by the 
Government National Mortgage Association, the Federal National Mort- 
gage Association or the Federal Home Loan Mortgage Corporation or their 
respective successors; and _ 

(B) Other mortgage-backed securities referred to in § 106 of Title I of 
the Secondary Mortgage Market Enhancement Act of 1984 (15 U.S.C. 
§ 77r-1); 

(13) “Equity interests” includes common stock, an equity investment in an 
investment company, other than a money market mutual fund described in 
§ 56-3-303(a)(17), a beneficial interest in a trust or a real estate investment 
trust, partnership interests, warrants or other rights to acquire equity 
interests that are created by the person that owns or would issue the equity 
to be acquired, and equity interests in any business entity, other than 
preferred stock or shares as described in § 56-3-303(a)(3); 

(14) “Fixed charges” includes interest on all obligations and amortization 
of debt discount and expenses; 

(15) “Floor” means an agreement obligating the seller to make payments 
to the buyer in which each payment is based on the amount by which a 
predetermined number, sometimes called the floor rate or price, exceeds a 
reference price, level, performance or value of one (1) or more underlying 
interests; 

(16)(A) “Foreign investment” means an investment in a foreign jurisdic- 

tion, or an investment in a person, real estate or asset domiciled in a 

foreign jurisdiction. An investment shall not be deemed to be foreign if the 

issuing person, qualified primary credit source or qualified guarantor is a 

domestic jurisdiction or a person domiciled in a domestic jurisdiction, 
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unless: 

(i) The issuing person is a shell business entity; and 

(ii) The investment is not assumed, accepted, guaranteed or insured 
or otherwise backed by a domestic jurisdiction or a person, that is not a 
shell business entity, domiciled in a domestic jurisdiction; 

(B) For purposes of subdivision (16)(A): 

(i) “Qualified guarantor” means a guarantor against which an insurer 
has a direct claim for full and timely payment, evidenced by a contrac- 
tual right for which an enforcement action can be brought in a domestic 
jurisdiction; 

(ii) “Qualified primary credit source” means the credit source to 
which an insurer looks for payment as to an investment and against 
which an insurer has a direct claim for full and timely payment, 
evidenced by a contractual right for which an enforcement action can be 
brought in a domestic jurisdiction; and 

(iii) “Shell business entity” means a business entity having no eco- 
nomic substance, except as a vehicle for owning interests in assets 
issued, owned or previously owned by a person domiciled in a foreign 
jurisdiction; 

(17) “Foreign jurisdiction” means: 

(A) Ajurisdiction other than a domestic jurisdiction; or 

(B) A commonwealth, territory or possession of the United States; 
(18) “Forward” means an agreement, other than a future, to make or take 

delivery in the future of one (1) or more underlying interests, or effect a cash 
settlement, based on the actual or expected price, level, performance or value 
of the underlying interests, but does not mean or include spot transactions 
effected within customary settlement periods, when-issued purchases or 
other similar cash market transactions; 

(19) “Future” means an agreement, traded on a futures exchange, to make 
or take delivery of, or effect a cash settlement based on the actual or expected 
price, level, performance or value of, one (1) or more underlying interests; 

(20) “Futures exchange” means a foreign or domestic exchange, contract 
market or board of trade on which trading in futures is conducted and, in the 
United States, that has been authorized for such trading by the commodities 
futures trading commission or any successor of the commodities futures 
trading commission; 

(21) “Hedging transaction” means a derivative transaction that is entered 
into and maintained to manage: 

(A) The risk of a change in the value, yield, price, cash flow or quantity 
of assets or liabilities, or a portfolio of assets and/or liabilities, that the 
insurer has acquired or incurred or anticipates acquiring or incurring; or 

(B) The currency exchange rate risk related to assets or liabilities, or a 
portfolio of assets and/or liabilities, that an insurer has acquired or 
incurred or anticipates acquiring or incurring; 

(22) “Income generation transaction” means a derivative transaction 
which is entered into to generate income. A derivative transaction which is 
entered into as a hedging transaction or a replication transaction shall not 
be considered an income generation transaction; 
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(23) “Investment practices” means transactions of the types described in 
§ 56-3-303(a)(10), (15), (18) and (21); 

(24) “Market value” means the price for the security or derivative instru- 
ment obtained from a generally recognized source or the most recent 
quotation from the source or, to the extent no generally recognized source 
exists, the price for the security or derivative instrument as determined 
pursuant to the terms of the instrument or in good faith by the insurer as can. 
be reasonably demonstrated to the commissioner upon request, plus accrued 
but unpaid income on the security or derivative instrument to the extent not 
included in the price as of the date; 

(25) “NAIC” means the National Association of Insurance Commissioners; 

(26) “NAIC-SVO” means the securities valuation office of the National 
Association of Insurance Commissioners; 

(27)(A) “Net earnings available for fixed charges” means net income 
determined on either a consolidated or an unconsolidated basis after 
allowance for operating and maintenance expenses, depreciation and 
depletion, and taxes, other than federal and state income taxes, but 
excluding extraordinary nonrecurring items of income or expense appear- 
ing in the regular financial statements of the issuing, assuming or 
guaranteeing business entity; 

(B) In applying tests of “net earnings available for fixed charges” to an 
issuing, assuming or guaranteeing business entity or a lessee, whether or 
not in legal existence during the whole of the test period, that has at or 
prior to the date of investment by the insurance company acquired the 
assets of any other business entity by purchase, merger, consolidation or 
otherwise substantially as an entirety, net earnings available for fixed 
charges of the predecessor or constituent business entity for such portion 
of the test period as preceded acquisition may be included in the net 
earnings of the issuing, assuming or guaranteeing business entity or the 
lessee, in accordance with the consolidated earnings statement covering 
the period. The requirements imposed by § 56-3-303(a)(2) and (13) upon 
the issuing, assuming or guaranteeing business entity of the lessee are 
deemed to have been met if, at the time the investment is made, a business 
entity that meets the requirements has guaranteed the indebtedness or 
has otherwise become obligated to pay amounts that are applicable to the 
payment of and sufficient to discharge the principal of and interest on the 
indebtedness in accordance with its terms; provided, that in determining 
whether the requirements have been met, the pro forma annual interest 
on the indebtedness is included in the fixed charges of the business entity 
applicable to the test period in question; 

(28) “Net earnings available for fixed charges and dividends” are deter- 
mined in the same manner as net earnings available for fixed charges, but 
after allowance for federal and state income taxes; 

(29) “Obligation” means a note, bond, debenture, trust certificate, equip- 
ment trust certificate, production payment, negotiable bank certificate of 
deposit, bankers’ acceptance, asset-backed security, NAIC-SVO credit tenant 
loan, loan secured by financing a net lease or net leases, and other evidence 
of indebtedness for the payment of money, or participations, certificates or 
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other evidences of an interest in any of the obligations listed in this 
subdivision (29), whether constituting a general obligation of the issuer or 
payable only out of certain revenues or certain funds pledged or otherwise 
dedicated for payment; 

(30) “Option” means an agreement giving the buyer the right to buy or 
receive, known as a “call option”, sell or deliver, known as a “put option”, 
enter into, extend or terminate or effect a cash settlement based on the 
actual or expected price, spread, level, performance or value of one (1) or 
more underlying interests; 

(31) “Over-the-counter derivative instrument” means a derivative instru- 
ment entered into with a business entity, other than through a securities 
exchange, futures exchange, or cleared through a qualified clearinghouse; 

(32) “Person” means an individual, a business entity, a multilateral 
development bank or a government or quasi-governmental body, such as a 
political subdivision or a government sponsored enterprise; 

(33) “Potential exposure” means: 

(A) As to a futures position, the amount of initial margin required for 
that position; or 

(B) As to swaps, collars and forwards, one half percent (0.5%) times the 
notional amount times the square root of the remaining years to maturity; 

(34) “Preferred dividend requirements” means dividends at the maximum 
prescribed rate on all preferred stock of the same class as that being 
acquired by the insurance company and on all stock ranking as to dividends 
on a parity with the dividends or prior to the dividends, whether or not the 
dividends are cumulative; 

(35) “Qualified clearinghouse” means a clearinghouse subject to the rules 
of a securities exchange or a futures exchange that provides clearing 
services, including acting as a counterparty to each of the parties to a 
transaction such that the parties no longer have credit risk to each other; 

(36) “Replication transaction” means a derivative transaction or combi- 
nation of derivative transactions effected either separately or in conjunction 
with cash market investments included in the insurer’s investment portfolio 
in order to replicate the risks and returns of another authorized transaction, 
investment or instrument and/or operate as a substitute for cash market 
transactions. A derivative transaction entered into by the insurer as a 
hedging transaction shall not be considered a replication transaction; 

(37) “Repurchase transaction” means a transaction in which an insurer 
purchases securities from a business entity that is obligated to repurchase 
the purchased securities or equivalent securities from the insurer at a 
specified price, either within a specified period of time or upon demand; 

(38) “Reverse repurchase transaction” means a transaction in which an 
insurer sells securities to a business entity and is obligated to repurchase the 
sold securities or equivalent securities from the business entity at a specified 
price, either within a specified period of time or upon demand; 

(39) “Securities exchange” means: 

(A) An exchange registered as a national securities exchange or a 

securities market registered under the Securities Exchange Act of 1934 

(15 U.S.C. § 78 et seq.); 
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(B) Private Offerings Resales and Trading through Automated Link- 


ages (PORTAL); or 


(C) A designated offshore securities market as defined in Securities 

Exchange Commission Regulation S, 17 CFR part 230; 

(40) “Securities lending transaction” means a transaction in which secu- 
rities are loaned by an insurer to a business entity that is obligated to return 
the loaned securities or equivalent securities to the insurer, either within a 
specified period of time or upon demand; 

(41) “State” includes the several states, the District of Columbia, the 
Commonwealth of Puerto Rico and the possessions of the United States; 

(42) “SVO Rating” means the numerical ranking designation of one (1) 
through six (6) assigned to securities as determined by the NAIC-SVO; 

(43) “Swap” means an agreement to exchange or to net payments at one 
(1) or more times based on the actual or expected price, yield, level, 
performance or value of one (1) or more underlying interests; 

(44) “Swaption” means an option to purchase or sell a swap at a given 
price and time or at a series of prices and times. “Swaption” does not mean 


a swap with an embedded option; 


(45) “Underlying interest” means the assets, liabilities or other interests, 
or a combination of assets, liabilities or other interests, underlying a 
derivative instrument, such as any one (1) or more securities, currencies, 
rates, indices, commodities or derivative instruments; and 

(46) “Warrant” means an instrument that gives the holder the right to 
purchase or sell the underlying interest at a given price and time or at a 
series of prices and times outlined in the warrant agreement. 


History. 

Acts 1907, ch. 458, § 2; Shan., § 3348a29; 
Code 1932, § 6204; Acts 1935, ch. 105, § 1; 
1937, ch. 76, § 1; 1939, ch. 121, § 1; 1945, ch. 
106, §§ 1, 2; 1947, ch. 120, § 1; C. Supp. 1950, 
§ 6204; Acts 1951, ch. 77, § 1; T.C.A. (orig. ed.), 
§ 56-217; Acts 1961, ch. 224, § 1; 1961, ch. 229, 
§ 1; 1965, ch. 63, § 1; modified; T.C.A., § 56- 
306; Acts 1995, ch. 363, § 10; 1998, ch. 678, 
§ 2. 


Cross-References. 
Investment of insurance company assets, 
definitions, § 56-3-401. 


Section to Section References. 

Sections 56-3-301 — 56-3-307 are referred to 
in § 56-11-102. 

Sections 56-3-301 — 56-3-306 are referred to 
in § 56-3-307. 

Sections 56-3-302 — 56-3-307 are referred to 
in § 56-23-111. 


NOTES TO DECISIONS 


1. “Cash Equivalents.” 

City did not have to bid the city’s recycling 
contract because the city made no “expendi- 
tures” pursuant to the contract, as (1) the city 
paid no funds, and (2) the city’s recyclables 


56-3-303. Authorized investments. 


were not “cash equivalents.” Rock-Tenn Con- 
verting Co. v. City of Memphis, — S.W.3d —, 
2014 Tenn. App. LEXIS 555 (Tenn. Ct. App. 
Sept. 9, 2014). 


(a) Domestic life insurance companies may, directly or indirectly through an 
investment affiliate, invest their assets and engage in investment practices as 


follows: 
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(1) In obligations, not in default as to principal or interest, that are valid 
and legally authorized obligations issued, assumed or guaranteed by the 
United States, or by any state of the United States, or by any county, city, 
town, village, municipality or district in any state, or by any political 
subdivision of the county, city, town, village, municipality or district, or by 
any civil division or public instrumentality of one (1) or more of the 
governmental units, if, by statutory or other legal requirements applicable to 
the governmental unit, such obligations are payable, as to both principal and 
interest, from taxes levied, or by the law required to be levied, upon all 
taxable property or all taxable income within the jurisdiction of the govern- 
mental unit or from adequate special revenues pledged or otherwise appro- 
priated or by the law required to be provided for the purpose of the payment, 
but not including any obligations payable solely out of special assessments 
on properties benefited by local improvements; 

(2) In obligations, or in commercial paper or bankers’ acceptances, or 
similar evidences of indebtedness customarily issued at a discount from 
principal value, issued, assumed, or guaranteed by any business entity 
created or existing under the laws of the United States, or any state of the 
United States, that are not in default as to principal or interest; provided, 
that either: 

(A) The net earnings of the issuing, assuming or guaranteeing business 
entity available for its fixed charges for a period of five (5) fiscal years next 
preceding the date of acquisition by the insurance company have averaged 
per year not less than one and one half (1.5) times its average annual fixed 
charges applicable to the period, if during either of the last two (2) years 
of the period the net earnings have been not less than one and one half 
(1.5) times its fixed charges for the year; or 

(B) Either the obligation is or the issuing, assuming or guaranteeing 
business entity’s or business entities’ long-term obligations are rated one 
(1) of the four (4) highest grades by any of the nationally recognized 
statistical rating organizations recognized by the NAIC-SVO or one (1), 
two (2) or three (3) by the NAIC-SVOQ; 

(3) In preferred stock or shares of any business entity created or existing 
under the laws of the United States or any state of the United States; 
provided, that: 

(A) The aggregate net earnings of the issuing business entity available 
for its fixed charges and dividends for a period of three (3) fiscal years next 
preceding the date of acquisition is at least equal to one and one fourth 
(1.25) times the sum of its aggregate fixed charges, full contingent interest 
and preferred dividend requirements for the same period or rated one (1) 
of the four (4) highest grades by any of the nationally recognized statistical 
rating organizations recognized by the NAIC-SVO or one (1), two (2) or 
three (3) by the NAIC-SVO; and 

(B) The investments made under the authority of this subdivision (a)(3) 
shall not at any time cause the insurance company’s holdings: 

(i) Of the preferred stock or shares of any one (1) business entity to 
exceed two percent (2%) of the admitted assets of the insurance 
company; or 
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(ii) Of the preferred stock or shares of all business entities to exceed 
fifteen percent (15%) of the admitted assets of the insurance company; 
(4)(A) In equity interests of any solvent business entity created or existing 
under the laws of the United States or of any state of the United States; 
provided, that: 

(i) If the equity interest is a common stock, the business entity has 
earned, during the period of five (5) fiscal years next preceding the date 
of acquisition by the insurance company, an aggregate sum available for 
dividends upon its common stock or shares equal at least to an 
aggregate sum that would have been sufficient to pay dividends of six 
percent (6%) per annum upon the par or stated value of all its common 
stock or shares outstanding during the period; 

(ii) If the equity interests are in a real estate company, §§ 56-3-305 
and 56-3-306 shall apply with respect to the equity interests and to the 
real property owned by the real estate company, and the amount 
invested in the equity interests of the real estate company shall be 
included with the aggregate of all of the insurance company’s holdings 
and investments for the purposes of § 56-3-305(b); 

(iii) Investments made under the authority of this subdivision 
(a)(4)(A) shall not at any time cause the insurance company’s holdings of 
equity interests in: 

(a) Any one (1) business entity to exceed one percent (1%) of the 
admitted assets of the insurance company; or 

(b) All business entities to exceed the larger of: 

(1) Ten percent (10%) of the admitted assets of the insurance 
company; or 

(2) Fifty percent (50%) of the amount by which the capital and 
surplus of the insurance company exceed the minimum capital and 
surplus required for the kind of insurance it is authorized to 
transact in this state; and 

(iv) For purposes of determining the holdings of the equity interests 
pursuant to this subdivision (a)(4)(A), the value of the equity interests 
shall be the value of the equity interests shown on the insurer’s 
statutory financial statement most recently required to be filed with the 
commissioner; 

(B) The commissioner may approve a plan for an insurer to make 
investments in equity interests of business entities in an aggregate 
amount not to exceed an additional ten percent (10%) of its admitted 
assets if the commissioner determines that the plan contains adequate 
quality and diversification standards; 

(C) Investments made and transactions entered into pursuant to sub- 
division (a)(20)(A) shall be included in determining an insurer’s compli- 
ance with subdivision (a)(4)(A) and, if the commissioner has approved a 
plan for the insurer under subdivision (a)(4)(B), subdivision (a)(4)(B) in 
the aggregate; 

(5) Upon security of promissory notes amply secured by pledge of any 
bonds or other securities in which the companies are authorized to invest 
their funds; 
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(6) Upon the security of their own policies; provided, that the loan upon 
any policy shall not exceed the amount of loan value provided in 
§ 56-7-2309; 

(7) In the obligations, and/or stock where stated, of the following agencies 
of the government of the United States, whether or not the obligations are 
guaranteed by the government: 

(A) Commodity credit corporation; 

(B) Federal intermediate credit banks; 

(C) Federal land banks; 

(D) Banks for cooperatives; 

(E) Federal home loan banks, and stock of such banks; 

(F) Federal national mortgage association, and stock of the federal 
national mortgage association, when acquired in connection with sale of 
mortgage loans to the association; and 

(G) Any other similar agency of the government of the United States 
and of similar financial quality; 

(8) In lawfully authorized bonds or other evidences of indebtedness issued 
or guaranteed by the International Bank for Reconstruction and Develop- 
ment, or the Inter-American Development Bank, the African Development 
Bank and the Asian Development Bank; provided, that the aggregate 
amount of the insurance company’s investment under this subdivision (a)(8) 
shall not exceed five percent (5%) of the admitted assets of the insurance 
company; 

(9) In shares in federally insured building and loan and savings and loan 
institutions; provided, that the aggregate of investments under this subdi- 
vision (a)(9) shall not exceed one percent (1%) of the admitted assets of the 
insurance company; 

(10) In other types of investments and transactions, in addition to those 
authorized by this section or other sections of the code, subject to the 
approval of the commissioner. An insurer shall not be required to have 
exhausted its authority to make investments or engage in transactions 
under subdivision (a)(15) prior to seeking any approval from the commis- 
sioner under this subdivision (a)(10). Any investment made or transaction 
entered into by an insurer pursuant to approval from the commissioner 
under this subdivision (a)(10) shall not be required to be taken into account 
in determining compliance with subdivision (a)(15); 

(11)(A) Subject to subdivision (a)(11)(C), in loans, or participations in 
loans, secured by first mortgages, or second mortgages so long as the 
insurer holds the first mortgages that are senior to the second mortgages, 
upon improved, unencumbered real property, or upon leasehold estates in 
improved real property in the United States, not exceeding, however, 
seventy-five percent (75%) of the value of the property or leasehold estate, 
repayable in not more than thirty (30) years; 

(B) All loans secured by leasehold estates must provide for amortization 
of principal at least once in each year in amounts sufficient to completely 
amortize the loan at least twenty-one (21) years prior to expiration of the 
lease term, inclusive of the term or terms which may be provided by an 
enforceable option or options of renewal; 
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(C) Real property and leasehold estates shall not be deemed to be 
encumbered within the meaning of this section by reason of the existence 
of unpaid assessments and taxes not delinquent, mineral, oil or timber 
rights, easements or rights-of-way for public highways, private roads, 
railroads, telegraph, telephone, electric light and power lines, drains, 
sewers or other similar easements or rights-of-way, liens for service and 
maintenance of water rights when not delinquent, party wall agreements, 
building restrictions, or other restrictive covenants or conditions, or leases 
under which rents or profits are reserved to the owner, if in any event the 
security for the loan is a first lien, or is a second lien so long as the insurer 
also holds the first lien that is senior to the second lien, upon the real 
property or leasehold estate and if there is no condition or right of reentry 
or forfeiture under which, in the case of real property other than 
leaseholds, the lien can be cut off, subordinated or otherwise disturbed, or 
under which, in the case of leaseholds, the insurance company is unable to 
continue the lease in force for the duration of the loan; 

(D) A loan guaranteed or insured in full by the Administrator of 
Veterans’ Affairs pursuant to the Servicemen’s Readjustment Act of 1944 
(38 U.S.C. §§ 3701-3725), may be subject to a prior encumbrance insured 
by the federal housing administrator or commissioner, and the foregoing 
limitations in respect to value and repayment shall not apply to a loan that 
is: 

(i) Insured by, or for which a commitment to insure has been made by, 
the federal housing administrator or commissioner pursuant to the 
National Housing Act (12 U.S.C. § 371 et seq.); 

(ii) Guaranteed by the administrator of veterans’ affairs pursuant to 
the Servicemen’s Readjustment Act of 1944, except that, if only a portion 
of a loan is so guaranteed, the limitation of value shall apply to the 
portion not so guaranteed; or 

(iii) Insured by the administrator pursuant to the Servicemen’s 
Readjustment Act of 1944; 

(12) In purchase money mortgages or like securities received by the 
insurance company upon the sale or exchange of real property acquired 
pursuant to § 56-3-305; 

(13)(A) In obligations of persons organized under the laws of the United 

States or any state of the United States, secured by assignment of lease or 

leases, or the rentals payable under the leases, of real or personal 

property, or both, to: 

(i) The United States or any state of the United States, or any county, 
city, town, village, municipality or district in the state or any political 
subdivision of the county, city, town, village, municipality or district or 
any civil division or public instrumentality of one (1) or more of the 
governmental entities; or 

(ii) One (1) or more persons created or existing under the laws of the 
United States, or of any state; provided, that: 

(a) The fixed rentals assigned shall be sufficient to repay the 
indebtedness within the unexpired term of the lease, exclusive of the 
term that may be provided by an enforceable option of renewal; 
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(b) The lessee or guarantor of the lease or leases has not defaulted 
in payment of principal of or interest on any of its bonds, notes, 
debentures, or other evidences of indebtedness during the five (5) 
fiscal years immediately preceding the date of the investment; 

(c) The net earnings of each lessee or guarantor of the lease under 
this subdivision (a)(13)(A)(ii) available for its fixed charges for a 
period of five (5) fiscal years next preceding the date of acquisition by 
the insurance company have averaged per year not less than one and 
one half (1.5) times its average annual fixed charges applicable to the 
period and during either of the last two (2) years of the period the net 
earnings have been not less than one and one half (1.5) times its fixed 
charges for the year or is rated one (1) of the four (4) highest grades by 
any of the nationally recognized statistical rating organizations 
recognized by the NAIC-SVO or one (1), two (2) or three (3) by the 
NAIC-SVO; and 

(d) A first lien on the interest of the lessor in the unencumbered 
property so leased is obtained as additional security for the indebted- 
ness; 

(B) Notwithstanding subdivision (a)(13)(A), any NAIC-SVO credit ten- 
ant loan that meets the requirements of subdivision (a)(2) shall be 
qualified under subdivision (a)(2); 

(14) In the purchase and ownership of vessels, vehicles, or rolling stock 
used or useful for the transportation of persons, goods, products or commodi- 
ties, or of machinery or equipment used by manufacturing, processing or 
financial establishments, or of communications equipment used by radio or 
television stations, or of store fixtures used by retail establishments, which 
transportation equipment, or machinery or equipment, or communications 
equipment or store fixtures are or will become subject to contracts for the 
sale or use thereof under which contractual payments are to be made that 
may reasonably be expected to return the principal of, and provide earnings 
on, the investment within the anticipated useful life of the property, the 
anticipated useful life to be not less than five (5) years. The aggregate of the 
company’s investments under this subdivision (a)(14) shall not exceed three 
percent (3%) of the company’s admitted assets; 

(15) In loans, investments or transactions in addition to those authorized 
under other subdivisions of this subsection (a) or under other sections of this 
code, notwithstanding any limitations or prohibitions contained in § 56-3- 
305(a)(5) that might otherwise be applicable; provided, that for the purposes 
of subdivision (a)(11) and this subdivision (a)(15), that the portion of a loan, 
or participation in the loan, secured by a mortgage upon real property that 
does not exceed seventy-five percent (75%) of the value of the property shall 
be deemed to be a permitted investment under subdivision (a)(11) and the 
remainder of the loan, or participation in the loan, may be deemed to be 
made under this subdivision (a)(15); and provided further, that for the 
purposes of § 56-3-305(a)(5)(B), that the portion of an investment in a single 
piece or adjoining pieces of real property acquired or held under the 
authority of § 56-3-305 (a)(5) that does not exceed two percent (2%) of the 
company’s admitted assets shall be deemed to be a permitted investment 
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under subdivision (a)(5), and the remainder of the investment shall be 
deemed to be made under this subdivision (a)(15); and provided, further, that 
if any investments made or transactions entered into under any other 
subdivision of this section or § 56-3-304 exceed the limits specified in any 
other subdivision of this section or § 56-3-304, then the excess portion of the 
investment or transaction shall be an investment or transaction under this 
subdivision (a)(15). Any loan, investment or transaction originally made 
under this subdivision (a)(15) that would subsequently, if it were then being 
made, qualify as an authorized investment or transaction under another 
subdivision of this subsection (a) or under another section of this code shall 
thenceforth be deemed to be an authorized investment or transaction under 
the other subdivision or section. The aggregate of the company’s loans, 
investments and transactions under this subdivision (a)(15) shall not exceed 
the lesser of: 
(A) Ten percent (10%) of the company’s admitted assets; or 
(B) The amount by which the capital and surplus of the company exceed 
the minimum capital and surplus required to form a new company to do 
the kind or kinds of insurance business the company is authorized to 
transact in this state; provided, that the limitations established by 
subdivisions (a)(15)(A) and this subdivision (a)(15)(B) in no event shall be 
less than five percent (5%) of the admitted assets of the company; 
(16) In investment pools that: 
(A) Invest only in: 
(i) Obligations that an insurer may acquire under this section or 
§ 56-3-304 that are rated one (1) of the four (4) highest grades by any of 
the nationally recognized statistical rating organizations recognized by 
the NAIC-SVO or one (1) or two (2) by the NAIC-SVO and have: 
(a) A remaining term to maturity of three hundred ninety-seven 
(397) days or less or a put that entitles the holder to receive the 
principal amount of the obligation, which put may be exercised 
through maturity at specified intervals not exceeding three hundred 
ninety-seven (397) days; or 
(6) A remaining term to maturity of three (3) years or less and a 
floating interest rate that resets no less frequently than quarterly on 
the basis of a current short-term index (federal funds, prime rate, 
treasury bills, London InterBank Offered Rate (LIBOR) or commer- 
cial paper) and is subject to no maximum limit, if the obligations do 
not have an interest rate that varies inversely to market interest rate 
changes; 
(ii) Securities lending, repurchase and reverse repurchase transac- 
tions that meet the requirements of subdivision (a)(18); and 
(iii) Money market mutual funds as authorized in subdivision (a)(17); 
provided, that this short-term investment pool shall not acquire invest- 
ments in any one business entity that exceed ten percent (10%) of the 
total assets of the investment pool; 
(B) Invest only in investments that an insurer may acquire under this 
section or § 56-3-304, if the insurer’s proportionate interest in the amount 
invested in these investments does not exceed the applicable limits of this 
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section and § 56-3-304, and the aggregate amount of all investments in 
the other investment pools may not exceed twenty-five percent (25%) of 
the insurer’s admitted assets; 

(C) An insurer shall not acquire an investment in an investment pool 
under this subdivision (a)(16) if, after giving effect to the investment, the 
aggregate amount of investments in all investment pools then held by the 
insurer would exceed thirty-five percent (35%) of its admitted assets; 

(D) For an investment in an investment pool to be qualified under this 
subdivision (a)(16), the investment pool shall not: 

(i) Acquire securities issued, assumed, guaranteed or insured by the 
insurer or an affiliate of the insurer; or 

(ii) Borrow or incur any indebtedness for borrowed money, except for 
securities lending and reverse repurchase transactions; 

(E) For an investment pool to be qualified under this subdivision 
(a)(16): 

(i) The manager of the investment pool shall: 

(a) Be organized under the laws of the United States or a state of 
the United States or the District of Columbia and designated as the 
pool manager in a pooling agreement; and 

(b) Be the insurer, an affiliated insurer, a business entity affiliated 
with the insurer, a custodian bank, a business entity registered under 
the Investment Advisors Act of 1940 (15 U.S.C. §§ 80a-1 et seq.), or 
any similar, applicable state statute, or, in the case of a reciprocal 
insurer or interinsurance exchange, its attorney-in-fact, or in the case 
of a United States branch of an alien insurer, its United States 
manager or affiliates or subsidiaries of its United States manager; 
(ii) The pool manager or an entity designated by the pool manager of 

the type set forth in subdivision (a)(16)(E)(i)(6) shall maintain detailed 

accounting records setting forth: 

(a) The cash receipts and disbursements reflecting each partici- 
pant’s proportionate investment in the investment pool; 

(b) A complete description of all underlying assets of the invest- 
ment pool, including amount, interest rate, maturity date, if any, and 
other appropriate designations; and 

(c) Other records that, on a daily basis, allow third parties to verify 
each participant’s investments in the investment pool; 

(iii) The assets of the investment pool shall be held in one (1) or more 
accounts, in the name or on behalf of the investment pool, either under 

a custody agreement or trust agreement with a custodian bank or at the 

principal office of the pool manager. The applicable agreement shall: 

(a) State and recognize the claims and rights of each participant; 

(b) Acknowledge that the underlying assets of the investment pool 
are held solely for the benefit of each participant in proportion to the 
aggregate amount of its investments in the investment pool; and 

(c) Contain an agreement that the underlying assets of the invest- 
ment pool shall not be commingled with the general assets of the 
custodian bank or any other person; 

(F) The pooling agreement for each investment pool shall be in writing 
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and shall provide that: 

(i) The insurer, its subsidiaries, affiliates or any pension or profit 
sharing plan of the insurer, its subsidiaries and affiliates or, in the case 
of a United States branch of an alien insurer, affiliates or subsidiaries of 
its United States manager, and any unaffiliated insurer shall, at all 
times, hold one hundred percent (100%) of the interests in the invest- 
ment pool; 

(ii) The underlying assets of the investment pool shall not be com- 
mingled with the general assets of the pool manager or any other 
person; 

(iii) In proportion to the aggregate amount of each pool participant’s 
interest in the investment pool: 

(a) Each participant owns an undivided interest in the underlying 
assets of the investment pool; and 

(b) The underlying assets of the investment pool are held solely for 
the benefit of each participant; 

(iv) A participant, or in the event of the participant’s insolvency, 
bankruptcy, or receivership, its trustee, receiver, conservator or other 
successor-in-interest, may withdraw all or any portion of its investment 
from the investment pool under the terms of the pooling agreement; 

(v) Withdrawals may be made on demand without penalty or other 
assessment on any business day, but settlement of funds shall occur 
within a reasonable and customary period thereafter; provided, that in 
the case of publicly traded securities, settlement shall not exceed five (5) 
business days, and in the case of all other securities and investments, 
settlement shall not exceed ten (10) business days. Distributions under 
this subdivision (a)(16) shall be calculated in each case net of all then 
applicable fees and expenses of the investment pool. The pooling 
agreement shall provide that the pool manager shall distribute to a 
participant, at the discretion of the pool manager: 

(a) In cash, the then fair market value of the participant’s pro rata 
share of each underlying asset of the investment pool; 

(b) In kind, a pro rata share of each underlying asset; or 

(c) In a combination of cash and in-kind distributions, a pro rata 
share in each underlying asset; and 

(vi) The pool manager shall make the records of the investment pool 
available for inspection by the commissioner; and 
(G) An investment in an investment pool shall not be deemed to be an 

investment under subsection (b). The formation of an investment pool 
shall be subject to the reporting requirements of chapter 11 of this title, 
but investments in and withdrawals and distributions from an investment 
pool shall not be subject to the reporting requirements; 

(17)(A) In money market mutual funds as defined by 17 CFR 270.2a-7 
under the Investment Company Act of 1940 (15 U.S.C. § 80a-1 et seq.), 
that may be either of the following: 

(i) Government money market mutual fund that is a money market 
mutual fund that: 

(a) Invests only in obligations issued, guaranteed or insured by the 
federal government of the United States or collateralized repurchase 
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agreements composed of these obligations; and 

(6b) Qualifies for investment without a reserve under the Purposes 
and Procedures Manual of the Securities Valuation Office of the NAIC 
or, if it is no longer being published, the successor publication to the 
Purposes and Procedures Manual of the Securities Valuation Office of 
the NAIC; or 
(ii) Class one (1) money market mutual fund that is a money market 

mutual fund that qualifies for investment using the bond class one (1) 

reserve factor under the Purposes and Procedures Manual of the 

Securities Valuation Office of the NAIC or, if it is no longer being 

published, the successor publication to the Purposes and Procedures 

Manual of the Securities Valuation Office of the NAIC; 

(B) For purposes of complying with this subdivision (a)(17), money 
market funds qualifying for listing within these categories must conform 
to the Purposes and Procedures Manual of the Securities Valuation Office 
of the NAIC or, if it is no longer being published, the successor publication 
to the the Purposes and Procedures Manual of the Securities Valuation 
Office of the NAIC; 

(18) In securities lending transactions, either directly, or through a 


custodian bank, or through an agent approved by the commissioner, repur- 
chase transactions, reverse repurchase transactions and dollar roll transac- 
tions, subject to the following conditions: 


(A) The insurer shall enter into a written agreement for all transactions 
that shall require each transaction, except dollar roll transactions, to 
terminate no more than one (1) year from its inception; 

(B) Cash received in a transaction under this subdivision (a)(18) shall 
be invested in accordance with subsection (a) or § 56-3-304 and in a 
manner that recognizes the liquidity needs of the transaction or used by 
the insurer for its general corporate purposes. For so long as the transac- 
tion remains outstanding, the insurer, its agent or custodian shall main- 
tain, as to acceptable collateral received in a transaction under this 
subsection (a), either physically or through the book entry systems of the 
Federal Reserve, Depository Trust Company, Participants Trust Company 
or other securities depositories approved by the commissioner: 

(i) Possession of the acceptable collateral; 

(ii) A perfected security interest in the acceptable collateral; or 

(iii) In the case of a jurisdiction outside of the United States, title to, 
or rights of a secured creditor to, the acceptable collateral; and 
(C) The limitations of subdivision (a)(19) shall not apply to the business 

entity counterparty exposure created by transactions under this subdivi- 
sion (a)(18). An insurer shall not enter into a transaction under this 
subdivision (a)(18) if, as a result of and after giving effect to the 
transaction: 

(i) The aggregate amount of securities then loaned, sold to or pur- 
chased from any one (1) business entity counterparty under this 
subdivision (a)(18) would exceed five percent (5%) of its admitted assets. 
In calculating the amount sold to or purchased from a business entity 
counterparty under repurchase or reverse repurchase transactions, 
effect may be given to netting provisions under a master written 
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agreement; or 

(ii) The aggregate amount of all securities then loaned, sold to or 
purchased from all business entities under this subdivision (a)(18) 
would exceed forty percent (40%) of its admitted assets; 

(D) The amount of collateral required for securities lending, repurchase 
and reverse repurchase transactions is the amount required pursuant to 
the Purposes and Procedures Manual of the Securities Valuation Office of 
the NAIC or, if it is no longer being published, the successor publication to 
the Purposes and Procedures Manual of the Securities Valuation Office of 
the NAIC; ) 

(19)(A) Except as otherwise authorized by subdivisions (a)(4)(B), (10), 

(15), (16)(A), (17), (18), (22) and (24), an insurer may under this section 

and § 56-3-304 acquire obligations of, preferred stock or an equity interest 

in or incur counterparty exposure amounts to any one business entity, or 

as to asset-backed securities, secured by or evidencing an interest in a 

single asset or pool of assets, but not to exceed three percent (3%) of the 

insurer’s admitted assets; and provided, that investments and transac- 
tions that are subject to subdivisions (a)(3)(B)G), (a)(4)(A)Gi)(a) and 

(a)(20)(B) shall be taken into account in determining compliance with this 

subdivision (a)(19)(A); 

(B) Notwithstanding subdivision (a)(19)(A), asset-backed securities, not 
in default as to principal or interest, that are issued, assumed, or 
guaranteed by the United States, or that are required to be considered to 
be obligations issued by the United States by the federal Secondary 
Mortgage Market Enhancement Act of 1984 (12 U.S.C. § 1701 et seq.), 
shall not be subject to the limitations of subdivision (a)(19)(A); 

(20) Except as otherwise authorized by subdivisions (a)(10), (15), (18), (22) 
and (24), an insurer shall not, under this section or § 56-3-304, acquire an 
obligation of, or preferred stock or an equity interest in or incur a counter- 
party exposure amount to any person, or as to asset-backed securities, 
secured by or evidencing an interest in a single asset or pool of assets, if after 
giving effect to the investment or transaction: 

(A) The aggregate amount of the obligations, preferred stock, equity 
interests and counterparty exposure amounts then held by the insurer 
that are rated NAIC-SVO 4 or an equivalent rating by any of the 
nationally recognized statistical rating organizations recognized by the 
NAIC-SVO would exceed five percent (5%) of its admitted assets; and 

(B) Investments made and transactions entered into under the author- 
ity of this subdivision (a)(20) shall not at any time cause: 

(i) The insurance company’s holdings of obligations of preferred stock 
or equity interests in any one (1) business entity to exceed one percent 
(1%) of the insurance company’s admitted assets; 

(ii) The insurance company’s holdings of asset-backed securities 
secured by or evidencing an interest in a single asset or pool of assets to 
exceed one percent (1%) of the insurance company’s admitted assets; 
and 

(iii) The insurance company’s aggregate counterparty exposure 
amounts with respect to any one (1) business entity to exceed one 
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percent (1%) of the insurance company’s admitted assets; 

(21) In hedging transactions, income generation transactions and repli- 
cation transactions as follows: 

(A) Prior to entering into any derivative transaction, the board of 
directors of the insurer shall approve a derivative instruments use plan 
that: 

(i) Describes investment objectives and risk constraints, such as 
counterparty exposure amounts; 

(ii) Defines permissible transactions including identification of the 
risks that may be hedged, the assets or liabilities that may be replicated 
and permissible types of income generation transactions; and 

(iii) Requires compliance with internal control procedures; 

(B) The insurer shall establish written internal control procedures that 
provide for: 

(i) A quarterly report to the board of directors that reviews: 

(a) All derivative transactions entered into, outstanding or closed 
out; 

(b) The results and effectiveness of the derivative instruments 
program; and 

(c) The credit risk exposure to each counterparty for over-the- 
counter derivative transactions based upon the counterparty expo- 
sure amount; 

(ii) A system for determining whether hedging, income generation 
and/or replication strategies utilized have been effective; 

(iii) A system of regular reports, not less frequently than monthly, to 
management including: 

(a) A description of all derivative transactions entered into, out- 
standing or closed out during the period since the last report; 

(b) The purpose of each outstanding derivative transaction; 

(c) A performance review of the derivative instruments program; 
and 

(dq) The counterparty exposure amounts for over-the-counter de- 
rivative transactions; 

(iv) Written authorizations that identify the responsibilities and 
limitations of authority of persons authorized to effect and maintain 
derivative transactions; 

(v) Documentation appropriate for each transaction including: 

(a) The purpose of the transaction; 

(6) The assets or liabilities to which the transaction relates; 

(c) The specific derivative instrument used in the transaction; 

(d) For over-the-counter derivative instrument transactions, the 
name of the counterparty and the counterparty exposure amount; and 

(e) For exchange-traded derivative instruments, the name of the 
exchange and the name of the firm that handled the transaction; 

(C) Whenever the derivative transactions entered into under this 
subdivision (a)(21) are not in compliance with this subdivision (a)(21) or, if 
continued, may now or subsequently create a hazardous financial condi- 
tion of the insurer that affects its policyholders, creditors or the general 
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public, the commissioner may, after notice and an opportunity for a 
hearing, order the insurer to take such action as may be reasonably 
necessary to rectify the noncompliance or the hazardous financial condi- 
tion, or prevent an impending hazardous financial condition from occur- 
ring; 

(D) An insurer shall include all counterparty exposure amounts in 
determining compliance with the limitations of subdivisions (a)(19) and 
(a)(20); 

(E)G)(a) Prior to entering into hedging transactions, an insurer must 
obtain the commissioner’s approval of the insurer’s plan regarding the 
use of hedging transactions; provided, that an insurer that has 
obtained the commissioner’s approval to enter into hedging transac- 
tions prior to July 1, 1998, shall not be required to obtain the 
commissioner’s approval of the plan; 

(b) Subject to subdivision (a)(21)(E)(G)(a), an insurer may enter into 
hedging transactions under this subdivision (a)(21)(E), if as a result of 
and after giving effect to each transaction: 

(1) The aggregate statutory financial statement value of all 
outstanding options, other than collars, caps, floors, swaptions and 
warrants not attached to another financial instrument purchased 
by the insurer, pursuant to this subdivision (a)(21)(E), does not 
exceed seven and one half percent (7.5%) of its admitted assets; 

(2) The aggregate statutory financial statement value of all 
outstanding options, other than collars, swaptions, warrants, caps 
and floors written by the insurer pursuant to this subdivision 
(a)(21)(E) does not exceed three percent (3%) of its admitted assets; 
and 

(3) The aggregate potential exposure of all outstanding collars, 
swaps, forwards and futures entered into or acquired by the insurer 
pursuant to this subdivision (a)(21)(E) does not exceed six and one 
half percent (6.5%) of its admitted assets; 

(ii) With respect to hedging transactions, an insurer shall be able to 
demonstrate to the commissioner, upon request, the intended hedging 
characteristics and effectiveness of the hedging transaction or combina- 
tion of hedging transactions through cash flow testing, duration analy- 
sis or other appropriate analysis; 

(F) Subject to the commissioner’s prior approval of the insurer’s plan 
regarding use of income generation transactions, an insurer may enter 
into an income generation transaction if: 

Gi) As a result of and after giving effect to the transaction, the 
ageregate statutory financial statement value of admitted assets that 
are then subject to call or that generate the cash flows for payments 
required to be made by the insurer under caps and floors sold by the 
insurer and then outstanding under this subdivision (a)(21)(F), plus the 
statutory financial statement value of admitted assets underlying 
derivative instruments then subject to calls sold by the insurer and 
outstanding under this subdivision (a)(21)(F), plus the purchase price of 
assets subject to puts then outstanding under this subdivision (a)(21)(F) 


165 OPERATION OF INSURANCE COMPANIES 56-3-303 


does not exceed ten percent (10%) of its admitted assets; and 

(ii) The transaction is one (1) of the following types and meets the 
other requirements specified below that are applicable to these types of 
transactions: 

(a) Sales of call options on assets; provided, that the insurer holds 
or has a currently exercisable right to acquire the underlying assets 
during the entire period that the option is outstanding; 

(6) Sales of put options on assets; provided, that the insurer holds 
sufficient cash, cash equivalents or interests in a short-term invest- 
ment pool to purchase the underlying assets upon exercise during the 
entire period that the option is outstanding, and has the ability to hold 
the underlying assets in its portfolio. If the total market value of all 
put options sold by the insurer exceeds two percent (2%) of the 
insurer’s admitted assets, the insurer shall set aside pursuant to a 
custodial or escrow agreement cash or cash equivalents having a 
market value equal to the amount of its put option obligations in 
excess of two percent (2%) of the insurer’s admitted assets during the 
entire period the option is outstanding; 

(c) Sales of call options on derivative instruments, including swap- 
tions; provided, that the insurer holds or has a currently exercisable 
right to acquire assets generating the cash flow to make any payments 
for which the insurer is liable pursuant to the underlying derivative 
instruments during the entire period that the call options are out- 
standing and has the ability to enter into the underlying derivative 
transactions for its portfolio; and 

(d) Sales of caps and floors; provided, that the insurer holds or has 
a currently exercisable right to acquire assets generating the cash 
flow to make any payments for which the insurer is liable pursuant to 
the caps and floors during the entire period that the caps and floors 
are outstanding; 

(G) Subject to the commissioner’s prior approval of the insurer’s plan 
regarding use of replication transactions, an insurer may enter into 
replication transactions; provided, that: 

(i) The insurer would otherwise be authorized under this part to 
invest its funds in the asset being replicated; and 

(ii) The asset being replicated is subject to all the provisions and 
limitations on the making of the replicated asset specified in this part 
with respect to investments by the insurer as if the transaction 
constituted a direct investment by the insurer in the replicated asset; 

(H) An insurer may purchase or sell one (1) or more derivative instru- 
ments to offset, in whole or in part, any derivative instrument previously 
purchased or sold, as the case may be, without regard to the quantitative 
limitations of this subsection (a); provided, that the offsetting transaction 
utilizes the same type of derivative instrument as the derivative instru- 
ment being offset; and 

(I) Each derivative instrument shall be: 

(i) Traded on a securities exchange; 
(ii) Entered into with, or guaranteed by, a person; 
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(iii) Issued or written by or entered into with the issuer of the 
underlying interest on which the derivative instrument is based; or 
(iv) In the case of futures, traded through a broker that is registered 
as a futures commission merchant under the Commodity Exchange Act 
(7 U.S.C. § 1 et seq.), or that has received exemptive relief from 
registration under rule 30.10 promulgated under the Commodity Ex- 
change Act; | 
(22)(A) Nothing in this part prohibits the acquisition by an insurer of 
additional obligations, securities, or other assets if received as a dividend 
or as a distribution of assets, nor does this part apply to securities, 
obligations, or other assets accepted incident to the workout, adjustment, 
restructuring or similar realization of any kind of investment or transac- 
tion when deemed by the insurer’s board of directors or by a committee 
appointed by the board of directors to be in the best interests of the 
insurer, if the investment or transaction had previously been authorized, 
nor does this part apply to assets acquired pursuant to a lawful agreement 
of bulk reinsurance if the assets constituted legal and authorized invest- 
ments for the ceding company. No obligation, security or other asset 
acquired as authorized by this subdivision (a)(22) need be qualified under 
any other subdivision of this section or section of this code; provided, that 
all assets acquired pursuant to this subdivision (a)(22) shall be subject to 
the applicable accounting and valuation requirements that are contained 
in this code; 
(B)G) Subject to subdivision (a)(22)(C), if a domestic life insurance 
company, pursuant to a merger or consolidation, acquires an investment 
or transaction that was an authorized investment or transaction of the 
company that was merged or consolidated with the domestic life 
insurance company but does not qualify as an authorized investment or 
transaction under this part at the time the merger or consolidation 
occurs, regardless of whether or not the investment or transaction would 
be authorized under subdivision (a)(15), then the investment or trans- 
action shall be an authorized investment or transaction under this 
subdivision (a)(22)(B), and shall not be required to be applied toward the 
limitations contained in subdivision (a)(15), for a period of five (5) years 
after the date on which the merger or consolidation occurs, after which 
period it shall no longer be an authorized investment or transaction 
under this subdivision (a)(22)(B), unless within the five-year period: 
(a) The investment or transaction qualifies as an authorized invest- 
ment or transaction under another subdivision of this subsection (a) 
or another section of this code, including, without limitation, subdi- 
vision (a)(15) if the domestic life insurance company so elects; 
(b) The commissioner authorizes the investment or transaction in 
the plan of merger or consolidation approved by the commissioner; 
(c) The commissioner, upon request of the insurer, authorizes an 
extension of the five-year time period; or 
(dq) The commissioner approves the investment or transaction 
pursuant to this subdivision (a)(22)(B); 
(ii) The aggregate amount of a domestic life insurance company’s 
investments and transactions under this subdivision (a)(22)(B), exclud- 
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ing investments and transactions authorized under any of subdivisions 

(a)(22)(B)G)(a@), (6) and (d), shall not exceed twenty-five percent (25%) of 

the domestic life insurance company’s capital and surplus after giving 

effect to the merger or consolidation; 

(C) If a domestic life insurance company, pursuant to a merger or 
consolidation, acquires a mortgage loan, or participation in the mortgage 
loan, that would have been authorized under subdivision (a)(11), and 
under subdivision (a)(15) as to the portion of the mortgage loan, if any, that 
exceeded seventy-five percent (75%) of the value of the property, at the 
time the company that was merged or consolidated with the domestic life 
insurance company invested in the mortgage loan, or participation in the 
mortgage loan, then the mortgage loan, or participation in the mortgage 
loan, shall be authorized under subdivision (a)(11), and under subdivision 
(a)(15) as to the portion of the mortgage loan, if any, that exceeded 
seventy-five percent (75%) of the value of the property; 

(D) The commissioner shall have full discretion in selecting a method 
for calculating values of investments and transactions that an insurer 
acquires through a merger or consolidation; provided, that the method is 
consistent with any applicable provisions of this code and any applicable 
valuation method that the NAIC is currently using at that time with 
respect to investments and transactions; if there is a conflict between a 
provision of this code and an NAIC valuation method, the provision of this 
code shall control; 

(23) The qualification or disqualification of an investment under one (1) 
subdivision of this section or section of this code does not prevent its 
qualification in whole or in part under another section of this code, and an 
investment authorized by more than one (1) section of this code may be held 
under whichever authorizing section of this code the insurer elects. An 
investment or transaction qualified under any section of this code at the time 
it was acquired or entered into by the insurer shall continue to be qualified 
under that section of this code. An investment, in whole or in part, may be 
transferred from time to time, at the election of the insurer, to the authority 
of any section of this code under which it then qualifies, whether or not it 
originally qualified under that section of this code; 

(24) Notwithstanding other subdivisions of this section and § 56-3-304, 
an insurer may acquire an investment in or enter into a transaction with a 
business entity in which the insurer already holds one (1) or more invest- 
ments or with which the insurer has entered into one (1) or more transac- 
tions if the investment is acquired or the transaction is entered into in order 
to protect an investment or transaction previously made in or with that 
business entity, but the aggregate amount of investments and transactions 
so acquired and entered into may not exceed five percent (5%) of the insurer’s 
capital and surplus; and 

(25) The percentage authorizations and limitations set forth in any or all 
of this section and §§ 56-3-304 and 56-3-305, but subject to § 56-3-306, shall 
apply only at the time of the original acquisition of an investment or at the 
time a transaction is entered into, and shall not be applicable to the insurer 
or the investment or transaction thereafter except as provided in subdivision 
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(a)(23). In addition, any investment or transaction, once qualified under any 
subsection of this section, shall remain qualified notwithstanding any 
refinancing, restructuring or modification of the investment or transaction; 
provided, that the insurer shall not engage in any refinancing, restructuring 
or modification of any investment or transaction for the purpose of circum- 
venting the requirements or limitations of this part. The commissioner shall 
have full discretion to value investments and transactions that an insurer 
holds at the time of an examination of the insurer using a method of 
calculating the values that the commissioner selects in the commissioner’s 
discretion; provided, that the method is consistent with any applicable 
provisions of this code and any applicable valuation method that the NAIC 
is currently using at the time with respect to investments and transactions. 
If there is a conflict between a provision of this code and an NAIC valuation 
method, the provision of this code shall control. Notwithstanding this 
subdivision (a)(25), if the commissioner determines that the continued 
operation of an insurer may be hazardous to its policyholders, its creditors or 
the general public, then the commissioner may issue an order consistent 
with applicable statutes requiring the insurer to limit or withdraw from 
certain investments or transactions or discontinue certain practices as to 
investments or transactions to the extent the commissioner deems neces- 
sary. 
(b)(1) A domestic life insurance company at the time of original issue or at 
any other time may acquire one (1) or more subsidiaries, subject to the 
limitations in subdivision (b)(2). The subsidiaries may conduct any kind of 
lawful business and their authority to do so shall not be limited by reason of 
the fact that they are subsidiaries of a domestic insurer. 

(2) The acquisition of subsidiaries by a domestic life insurer shall be 
subject to the following: 

(A) Except as provided in subdivisions (b)(2)(B) and (C), the aggregate 
amount that may be invested in subsidiaries in the form of common stock, 
preferred stock or debt obligations shall not exceed the amount by which 
the capital and surplus of the insurer exceed the minimum capital and 
surplus required to form a new company to do the kind or kinds of 
insurance business the insurer is authorized to transact in this state. If 
the subsidiary to be acquired is one (1) or more insurance companies 
formed under the laws of a foreign country, the total amount of holding in 
the foreign companies shall not exceed three percent (3%) of the admitted 
assets of the domestic life insurance company and shall be included for 
purposes of the overall limitation on amounts of investments in subsid- 
laries; 

(B) A domestic life insurer may invest in excess of the amount permit- 
ted in subdivision (b)(2)(A) in the common stock, preferred stock or debt 
obligations of one (1) or more investment subsidiaries, subject to the 
limitations in subdivision (a)(15) and, with the approval of the commis- 
sioner, a domestic life insurer may invest any amount in excess of the 
amount permitted in subdivision (b)(2)(A) in common stock, preferred 
stock or debt obligations of one (1) or more subsidiaries; provided, that 
after the investment, the insurer’s surplus as regards policyholders shall 
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be reasonable in relation to the insurer’s outstanding liabilities and 
adequate to its financial needs; and 

(C) If the subsidiary acquired by a domestic life insurer is engaged 
exclusively in holding title to or holding title to and managing or 
developing real property, the amount of the insurer’s investment in the 
real property shall not be included in calculating the aggregate limit on 
investments in subsidiaries; provided, that the amount invested in the 
subsidiary is included with the aggregate of all the insurer’s holdings for 
purposes of § 56-3-305(b), and the real property owned by the subsidiary 
shall be subject to § 56-3-305(a)(5). 

(3) Investments in common stock, preferred stock or debt obligations of 
subsidiaries made pursuant to this subsection (b) shall not be limited by or 
be subject to any of the otherwise applicable authorizations, restrictions or 
limitations applicable to the investments of domestic life insurers, except as 
provided in subdivision (b)(2)(C). 

(4) Whether any investment pursuant to this subsection (b) meets the 
applicable requirements of this subsection (b) shall be determined on a pro 
forma basis immediately after the investment is made, taking into account: 

(A) The capital and surplus of the insurer and the minimum capital and 
surplus required at that time for a new company to do the same kind or 
kinds of insurance business the insurer is authorized to transact in this 
state; 

(B) The then outstanding principal balance on all previous investments 
in debt obligations of subsidiaries; and 

(C) The original cost or the current book value, whichever is lower, of all 
previous investments in the common or preferred stock of subsidiaries. 

(5) If the insurer ceases to own more than fifty percent (50%) of the stock 
of a subsidiary, it shall dispose of any investment in the subsidiary made 
pursuant to this section within three (3) years from the time of cessation of 
the requisite percentage of ownership, or within a further time that the 
commissioner prescribes, unless at any time after the investment has been 
made, the investment has become a permitted investment under any other 
law governing investments of domestic life insurance companies. 

(c) Any investment held by an insurer on or transaction entered into by an 
insurer prior to March 30, 1998, that was legally authorized at the time it was 
made, acquired or entered into or that the insurer was authorized to hold or 
engage in immediately prior to March 30, 1998, but that does not conform to 
the requirements of this section or § 56-3-304, may continue to be held by or 
engaged in and considered as an authorized investment or authorized trans- 
action of the insurer; provided, that the investment or transaction is disposed 
of at its maturity date, if any, or within the time prescribed by the law under 
which it was acquired, if any; and provided further, in no event shall this 
subsection (c) alter the legal or accounting status of the investment or 
transaction. 

(d) For purposes of this section, “subsidiary” means a corporation in which 
the insurer owns and holds more than fifty percent (50%) of the voting stock of 
the corporation. 
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History. 

Acts 1907, ch. 458, § 2; Shan., § 3348a29; 
Code 1932, § 6204; Acts 1935, ch. 105, § 1; 
1937, ch. 76, § 1; 1939, ch. 121, § 1; 1945, ch. 
106, §§ 1, 2; 1947, ch. 120, § 1; C. Supp. 1950, 
§ 6204; Acts 1951, ch. 77, § 1; T.C.A. (orig. ed.), 
§ 56-217; Acts 1961, ch. 224, § 1; 1961, ch. 229, 
§ 1; 1965, ch. 63, §§ 1, 2; 1971, ch. 52, § 1; 
1973, ch. 388, §§ 1-4; 1976, ch. 585, § 3; 1978, 
ch. 512, § 1; 1978, ch. 517, § 1; modified; 
T.C.A., § 56-306; Acts 1981, ch. 270, § 1; 1983, 
ch. 65, §§ 2, 3; 1984, ch. 957, § 1; 1995, ch. 363, 
§§ 11-14; 1998, ch. 678, § 2; 1999, ch. 50, § 1. 


Cross-References. 

Acquiring stock of other insurance company, 
§ 56-3-404. 

Insurance companies, eligible investments, 
§ 56-3-409. 

Investment in bonds and obligations of the 
Tennessee valley authority, § 35-3-119. 

Investment in obligations of federal housing 
administration, Federal National Mortgage As- 
sociation and veterans’ administration, § 35-3- 
120. 
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Investing in obligations of Public Housing 
Authority authorized, § 35-3-115. 

Investment of assets by domestic insurance 
companies, § 56-3-402. 


Section to Section References. 

Sections 56-3-301 — 56-3-307 are referred to 
in § 56-11-102. 

Sections 56-3-301 — 56-3-306 are referred to 
in § 56-3-307. 

Sections 56-3-302 — 56-3-307 are referred to 
in § 56-23-111. 

This section is referred to in §§ 56-3-115, 
56-3-301, 56-3-302, 56-3-304, 56-3-801, 56-9- 
103, 56-11-102. 


Textbooks. 
Tennessee Jurisprudence, 7 Tenn. Juris., 
Corporations, § 118. 


Law Reviews. 

Selected Tennessee Legislation of 1983 (N. L. 
Resener, J. A. Whitson, K. J. Miller), 50 Tenn. 
L. Rev. 785 (1983). 


NOTES TO DECISIONS 


Analysis 


. Purpose. 
. Effect of Notice. 
. Purchase of Drainage Bonds. 


mm WNH 


. Purpose. 

The Tennessee statutes governing domestic 
life insurance companies severely restrict the 
use and investment of its assets with the un- 
derlying purpose of protecting the policyhold- 
ers, just as the statutes and regulations govern- 
ing banks are designed to protect depositors. 
Continental Bankers Life Ins. Co. v. Bank of 
Alamo, 578 S.W.2d 625, 1979 Tenn. LEXIS 417 
(Tenn. 1979). 


2. Effect of Notice. 
When a bank, acting as a lender, has knowl- 


56-3-304. Foreign investments. 


edge that it is dealing with the reserve funds of 
a life insurance company, it is charged with 
notice that the use of those funds is regulated 
and restricted for the protection of policyhold- 
ers, and at the very least, it is a signal that 
inquiry and investigation are called for, as 
distinguished from “assumptions.” Continental 
Bankers Life Ins. Co. v. Bank of Alamo, 578 
S.W.2d 625, 1979 Tenn. LEXIS 417 (Tenn. 
1979). 


3. Purchase of Drainage Bonds. 

Life insurance company was not barred by 
this section from the purchase of bonds of 
drainage district. State v. Wilson, 179 Tenn. 54, 
162 S.W.2d 510, 1942 Tenn. LEXIS 6 (1942). 


(a) Domestic life insurance companies may, directly or indirectly through an 
investment affiliate, invest in investments and enter into transactions in 
Canada that are substantially of the same kinds, classes and investment 
grades as those eligible for investment under § 56-3-303(a); but the aggregate 
amount of the investments and transactions that are held at any time by the 
company shall not exceed ten percent (10%) of its admitted assets, except 
where a greater amount is permitted pursuant to subsection (b), in which case, 
this subsection (a) shall not be applicable. 

(b) Any domestic life insurance company that is authorized to do business in 
a foreign country or that has outstanding insurance, annuity or reinsurance 
contracts on lives or risks resident or located in a foreign country may invest 
in investments and enter into transactions in the foreign country that are 
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substantially of the same kinds, classes and investment grades as those 
authorized under § 56-3-303(a); but the aggregate amount of the investments 
and transactions in a foreign country and of cash in the currency of the country 
that is at any time held by the company shall not, except as provided in 
subsection (a), exceed one and one half (1.5) times the amount of its reserves 
and other obligations under the contracts or the amount which the company is 
required by law to invest in the country, whichever is greater. 

(c) In addition to the foreign investments authorized under subsections (a) 
and (b), any domestic life insurance company may, directly or indirectly 
through an investment affiliate, invest in investments and enter into transac- 
tions in foreign jurisdictions that are substantially of the same kinds, classes 
and investment grades as those authorized under § 56-3-303(a); but the 
aggregate amount of the investments made and transactions entered into 
pursuant to this subsection (c) shall not exceed the lesser of five percent (5%) 
of its admitted assets or the amount by which the capital and surplus of the 
company exceeds the minimum capital and surplus required for the kind or 
kinds of insurance the company is authorized to transact in this state. 

(d) The commissioner may approve a plan for an insurer to make foreign 
investments and enter into foreign transactions not to exceed an additional 
fifteen percent (15%) of its admitted assets, if the commissioner determines 
that the plan contains adequate quality and diversification standards. 

(e) Investments and transactions authorized under subsections (a)-(d) shall 
be subject to the limitations on investments in and transactions with any one 
(1) issuing business entity, or as to asset-backed securities, secured by or 
evidencing an interest in a single asset or pool of assets, set forth in 
§ 56-3-303(a)(3), (4), (16), (18) and (19) and to the limitations on the aggregate 
amount of any insurance company’s investments and transactions under 
§ 56-3-303(a)(3), (4), (10), (14)-(16), (18), (20) and (23). 

(f) No more than ten percent (10%) of the insurer’s admitted assets may be 
in foreign investments and transactions made under subsections (c) and (d) in 
the aggregate that are denominated in foreign currency that are not hedged 
pursuant to § 56-3-303(a)(21). 


History. Section to Section References. 


Acts 1907, ch. 458, § 2; Shan., § 3348a29; 
Code 1932, § 6204; Acts 1935, ch. 105, § 1; 
1937, ch. 76, § 1; 1939, ch. 121, § 1; 1945, ch. 
106, §§ 1, 2; 1947, ch. 120, § 1; C. Supp. 1950, 
§ 6204; Acts 1951, ch. 77, § 1; T.C.A. (orig. ed.), 
§ 56-217; Acts 1961, ch. 224, § 1; 1961, ch. 229, 
§ 1; 1965, ch. 63, § 1; modified; T.C.A., § 56- 
306; Acts 1986, ch. 527, § 1; 1995, ch. 363, 
§ 15; 1998, ch. 678, § 2. 


Cross-References. 
Foreign investments by insurance compa- 
nies, § 56-3-403. 


Sections 56-3-301 — 56-3-307 are referred to 
in § 56-11-102. 

Sections 56-3-301 — 56-3-306 are referred to 
in § 56-3-307. 

Sections 56-3-302 — 56-3-307 are referred to 
in § 56-23-111. 

Sections 56-3-302 — 56-3-304 are referred to 
in § 56-14-108. 

This section is referred to in § 56-3-303. 


56-3-305. Domestic life insurance companies may acquire, hold and 
convey real estate — Purposes — Manner. 


(a) A domestic life insurance company may acquire, hold and convey real 
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property only for the following purposes and in the following manner: 

(1) The land and the building on the land in which it has its principal 
office and other real property that is requisite for its convenient accommo- 
dations in the transaction of its insurance business, the amount not to 
exceed ten percent (10%) of its admitted assets, subject, however, to the 
limitations of subsection (b); 

(2) Real property that has been mortgaged to it in good faith by way of 
security for loans previously contracted or for moneys due; 

(3) Real property that has been conveyed to it in satisfaction of debts 
previously contracted in the course of its dealings; 

(4) Real property that has been purchased at sales on judgments, decrees, 
or mortgages obtained or made for those debts; 

(5) Real property that has been acquired for investment purposes; pro- 
vided, that: 

(A) No real property may be acquired or held under the authority of this 
subdivision (a)(5) unless at the time of acquisition it is already improved 
and income producing or unless it is improved with due diligence after 
acquisition so as to produce an income; 

(B) No company shall at any one (1) time have more than two percent 
(2%) of its admitted assets invested in a single piece or adjoining pieces of 
real property acquired or held under the authority of this subdivision 
(a)(5); and 

(C) No investments under the authority of this subdivision (a)(5) shall 
be made in hotels, club houses, garages, schools, factories erected and 
designed for special purposes or agricultural properties, without specific 
approval in advance by the commissioner. 

(b) In no event shall the aggregate of all of a company’s holdings and 


investments, under the authority of subdivisions (a)(1)-(5), exceed ten percent 
(10%) of the company’s admitted assets; provided, that nothing in this 
subsection (b) shall prevent the acquisition by the company of any property 
under subdivisions (a)(2)-(4), but properties so acquired shall be held under 
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History. 

Acts 1907, ch. 458, § 3; Shan., § 3348a30; 
Code 1932, § 6205; Acts 1947, ch. 110, § 1; C. 
Supp. 1950, § 6205; T.C.A. (orig. ed.), § 56-218; 
impl. am. Acts 1971, ch. 137, § 2; T.C.A. (orig. 
ed.), § 56-307; Acts 1998, ch. 678, § 3. 


Cross-References. 
Insurance company real property holdings, 
§ 56-3-405. 


Section to Section References. 

Sections 56-3-301 — 56-3-307 are referred to 
in § 56-11-102. 

Sections 56-3-301 — 56-3-306 are referred to 
in § 56-3-307. 

Sections 56-3-302 — 56-3-307 are referred to 
in § 56-23-111. 

This section is referred to in §§ 56-2-103, 
56-3-303, 56-3-306. 


NOTES TO DECISIONS 


Analysis 


1. Purpose. 
2. Effect of Notice. 
3. Erection of Corporate Home. 


1. Purpose. 


The Tennessee statutes governing domestic 


life insurance companies severely restrict the 
use and investment of its assets (see this sec- 
tion and §§ 56-3-301 — 56-3-304) with the 
underlying purpose of protecting the policy- 
holders, just as the statutes and regulations 
governing banks are designed to protect deposi- 
tors. Continental Bankers Life Ins. Co. v. Bank 
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of Alamo, 578 S.W.2d 625, 1979 Tenn. LEXIS 
417 (Tenn. 1979). 


2. Effect of Notice. 

When a bank, acting as a lender, has knowl- 
edge that it is dealing with the reserve funds of 
a life insurance company, it is charged with 
notice that the use of those funds is regulated 
and restricted for the protection of policyhold- 
ers, and at the very least, it is a signal that 
inquiry and investigation are called for, as 
distinguished from “assumptions.” Continental 
Bankers Life Ins. Co. v. Bank of Alamo, 578 
S.W.2d 625, 1979 Tenn. LEXIS 417 (Tenn. 
1979). 


3. Erection of Corporate Home. 
The assent or approval of the commissioner 
for the acquisition of land and the erection of a 
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building for the transaction of the corporate 
business is not necessary. Volunteer State Life 
Ins. Co. v. Dunbar, 133 Tenn. 331, 181 S.W. 159, 
1915 Tenn. LEXIS 96 (1915). 

A broad discretion must be accorded the 
directors of a life insurance corporation in re- 
spect of the character of the building which may 
be erected for its corporate home; and they may 
erect a large office building worth more than 
the combined capital stock and surplus of the 
company, not all of which building is then 
necessary or will be necessary in the immediate 
future for the transaction of its business, for 
such a building will tend, where the land is very 
valuable, to reduce its rents. Volunteer State 
Life Ins. Co. v. Dunbar, 133 Tenn. 331, 181 S.W. 
159, 1915 Tenn. LEXIS 96 (1915). 


56-3-306. Time for disposal of real estate — Extension of time. 


Real property specified in § 56-3-305(a)(2)-(4), which is not necessary for its 
accommodation in the convenient transaction of its business, shall be sold and 
disposed of within five (5) years after the company has acquired title to the 
property, or within five (5) years after the property has ceased to be necessary 
for the accommodation of its business, and it shall not hold the property for a 
longer period unless it complies with either of the following: 

(1) It shall procure a certificate from the commissioner authorizing an 
extension of time for the sale of the property, which certificate the commis- 
sioner is authorized to issue if, in the commissioner’s judgment, it appears 
that the interest of the company will suffer materially by a forced sale of the 
property; or 

(2) It shall elect to hold the real property as an investment for income 
purposes under § 56-3-305(a)(5), in which event thereafter the real property 
shall be considered to have been acquired at a cost equal to its book value at 
the time of the election and to be held under, and subject to, § 56-3-305(a)(5) 
and (b). The election in this subdivision (2) may be made only if at the time 
of election the real property would otherwise qualify as a permissible 
investment under § 56-3-305(a)(5). 


History. 

Acts 1907, ch. 458, § 3; Shan., § 3348a31; 
Code 1932, § 6206; T.C.A. (orig. ed.), §§ 56- 
219, 56-308; Acts 1983, ch. 65, § 4. 


Cross-References. 
Disposition of insurance company real prop- 
erty, § 56-3-406. 


Section to Section References. 

Sections 56-3-301 — 56-3-307 are referred to 
in § 56-11-102. 

Sections 56-3-301 — 56-3-306 are referred to 
in § 56-3-307. 


Sections 56-3-302 — 56-3-307 are referred to 
in § 56-23-111. 

This section is referred to in §§ 56-3-303, 
56-3-305. 


Textbooks. 
Tennessee Jurisprudence, 7 Tenn. Juris., 
Corporations, § 118. 


Law Reviews. 

Selected Tennessee Legislation of 1983 (N. L. 
Resener, J. A. Whitson, K. J. Miller), 50 Tenn. 
L. Rev. 785 (1983). 
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56-3-307. Investments or loans of domestic life insurance companies 


limited. 


No domestic life insurance company shall invest or loan its funds in any 
manner except as provided in §§ 56-3-301 — 56-3-306, except that invest- 
ments of domestic life insurance companies may include electronic computer or 
data processing machines or systems heretofore or hereafter purchased for use 
in connection with the business of the insurer; provided, that the machine or 
system shall have an original cost of at least fifty thousand dollars ($50,000), 
and that the amortized value of the machine or system at the end of any 
calendar year shall not be greater than the original purchase price less ten 
percent (10%) for each completed year after purchase. 


History. 

Acts 1907, ch. 458, § 4; Shan., § 3348a32; 
Code 1932, § 6207; T.C.A. (orig. ed.), § 56-220; 
Acts 1959, ch. 83, § 1; T.C.A. (orig. ed.), § 56- 
309. 


Cross-References. 
Investment in bonds and obligations of the 
Tennessee valley authority, § 35-3-115. 
Limitations on insurance company invest- 


Loans and investments utilizing federal 
housing administration, Federal National 
Mortgage Association, and veterans’ adminis- 
tration authorized, § 35-3-120. 


Section to Section References. 

Sections 56-3-301 — 56-3-307 are referred to 
in § 56-11-102. 

Sections 56-3-302 — 56-3-307 are referred to 
in § 56-23-111. 


ments, § 56-3-407. 


PART 4 


INVESTMENTS OF OTHER DOMESTIC INSURANCE 
COMPANIES 


56-3-401. Part definitions. 


As used in this part, unless the context otherwise requires: 

(1) “Domestic insurance company” means an insurance company, other 
than life and fraternal insurance companies, nonprofit hospital and medical 
service corporations, nonprofit dental service corporations, nonprofit vision 
service corporations and title insurance companies, incorporated under the 
laws of this state; 

(2) “Fixed charges” includes interest on all bonds and other evidence of 
indebtedness, and amortization of debt discount and expenses; 

(3) “Institution” includes a corporation, a joint-stock association and a 
business trust; ; 

(4) “Net earnings available for fixed charges” means net income deter- 
mined on either a consolidated or an unconsolidated basis after allowance for 
operating and maintenance expenses, depreciation and depletion, and taxes, 
other than federal and state income taxes, but excluding extraordinary 
nonrecurring items of income or expense appearing in the regular financial 
statements of the issuing, assuming or guaranteeing institution. In applying 
the test of “net earnings available for fixed charges” to an issuing, assuming 
or guaranteeing institution or a lessee, whether or not in legal existence 
during the whole of the test period, that has at or prior to the date of 
investment by the insurance company acquired the assets of any other 
institution by purchase, merger, consolidation or otherwise substantially as 
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an entirety, net earnings available for fixed charges of the predecessor or 
constituent institution for such portion of the test period as preceded 
acquisition may be included in the net earnings of the issuing, assuming or 
guaranteeing institution or the lessee, in accordance with consolidated 
earnings statement covering the period. The requirements imposed by 
§ 56-3-402(2) and (13) upon the issuing, assuming or guaranteeing institu- 
tion or the lessee are deemed to have been met if at the time the investment 
is made an institution that meets the requirements has guaranteed the 
indebtedness or has otherwise become obligated to pay amounts that are 
applicable to the payment of and sufficient to discharge the principal of and 
interest on the indebtedness in accordance with the terms of the indebted- 
ness; provided, that, in determining whether the requirements have been 
met, the pro forma annual interest on the indebtedness is included in the 
fixed charges of the institution applicable to the test period in question; 

(5) “Net earnings available for fixed charges and dividends” are deter- 
mined in the same manner as “net earnings available for fixed charges” but 
after allowance for federal and state income taxes; 

(6) “Preferred dividend requirements” means dividends at the maximum 
prescribed rate on all preferred stock of the same class as that being 
acquired by the insurance company and on all stock ranking as to dividends 
on a parity with the dividends or prior to the dividends, whether or not the 
dividends are cumulative; and 

(7) “State” includes the several states, the District of Columbia, the 
Commonwealth of Puerto Rico and the possessions of the United States. 


History. Sections 56-3-401 — 56-3-409 are referred to 
Acts 1979, ch. 305, § 2; T.C.A., § 56-361. in §§ 56-11-102, 56-13-111. 
Sections 56-3-401 — 56-3-406 are referred to 
Cross-References. 
Investments of domestic insurance company Be Piette totes. Beato aa 
assets, §§ 56-3-303, 56-3-304. wi she6Lsu Pe Mane Rise ry tele arte hana 


Section to Section References. 
This part is referred to in §§ 56-13-111, 56- 
13-114, 56-22-108. 


56-3-402. Investment of assets by certain domestic insurance compa- 
nies. 


Domestic insurance companies may invest their assets only as follows: 

(1) In bonds or other evidences of indebtedness, not in default as to 
principal or interest, that are valid and legally authorized obligations issued, 
assumed or guaranteed by the United States or by any state of the United 
States, by any county, city, town, village, municipality or district in the state, 
or by any political subdivision of the state, by any civil division or public 
instrumentality of one (1) or more of the governmental units, if, by statutory 
or other legal requirements applicable to the entity, the obligations are 
payable, as to both principal and interest, from taxes levied, or by the law 
required to be levied, upon all taxable property or all taxable income within 
the jurisdiction of the governmental unit or from adequate special revenues 
pledged or otherwise appropriated or by the law required to be provided for 
the purpose of the payment, but not including any obligations payable solely 
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out of special assessments on properties benefited by local improvements; 

(2) In interest-bearing bonds, debentures, notes or other evidences of 
indebtedness, or in commercial paper or bankers’ acceptances, or similar 
evidences of indebtedness customarily issued at a discount from principal 
value, issued, assumed, or guaranteed by any solvent institution created or 
existing under the laws of the United States or any state of the United 
States, that are not in default as to principal or interest; provided, that 
either: 

(A) The net earnings of the issuing, assuming or guaranteeing institu- 
tion available for its fixed charges for a period of five (5) fiscal years next 
preceding the date of acquisition by the insurance company has averaged 
per year not less than one and one half (1.5) times its average annual fixed 
charges applicable to the period, if during either of the last two (2) years 
of the period the net earnings have been not less than one and one half 
(1.5) times its fixed charges for the year; or 

(B) The issuing, assuming or guaranteeing institution’s or institutions’ 
long-term obligations are included in the four (4) highest grades by any of 
the recognized rating agencies; 

(3)(A) In preferred stock or shares of any solvent institution created or 
existing under the laws of the United States or of any state of the United 
States; provided, that: 

(i) If the stock or shares are cumulative, dividends on the stock or 
shares are not in arrears, or, if noncumulative, full dividends have been 
paid in each of the three (3) fiscal years next preceding the date of 
acquisition by the insurance company; 

(ii) The aggregate net earnings of the issuing institution available for 
its fixed charges and dividends for a period of three (3) fiscal years next 
preceding the date of acquisition is at least equal to one and one fourth 
(1.25) times the sum of its aggregate fixed charges, full contingent 
interest and preferred dividend requirements for the same period; and 

(iii) The investments made under the authority of this subdivision (3) 
shall not at any time cause the insurance company’s holdings: 

(a) Of the preferred stock or shares of any one (1) institution to 
exceed three percent (3%) of the admitted assets of the insurance 
company; or 

(6) Of the preferred stock or shares of all institutions to exceed 
twenty-five percent (25%) of the admitted assets of the insurance 
company; 

(B) For purposes of determining the holdings of the preferred stock or 
shares pursuant to subdivision (3)(A), the value of the stock or shares shall 
be computed at cost or at market on the December 31 preceding, which- 
ever is lower, and, if there is no market on that date, then at cost or book 
value of that date, whichever is lower; 

(4)(A) In common stock or shares of any solvent institution created or 
existing under the laws of the United States or of any state of the United 
States; provided, that: 

(i) The institution has earned, during the period of five (5) fiscal years 

next preceding the date of acquisition by the insurance company, an 
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aggregate sum available for dividends upon its common stock or shares 
equal at least to an aggregate sum that would have been sufficient to 
pay dividends of six percent (6%) per annum upon the par or stated 
value of all its common stock or shares outstanding during the period; 
(ii) If the stock or shares are in a real estate company, §§ 56-3-405 
and 56-3-406 shall apply with respect to the stock or shares and to the 
real property owned by the real estate company, and the amount 
invested in the stock or shares of the real estate company shall be 
included with the aggregate of all of the insurance company’s holdings 
and investments for the purposes of § 56-3-405(6); 
(iii) Investments made under the authority of this subdivision (4) 
shall not at any time cause the insurance company’s holdings: 
(a) Of common stock or shares of any one (1) institution to exceed 
five percent (5%) of the admitted assets of the insurance company; or 
(6) Of common stock of all institutions to exceed either the larger of 
thirty percent (30%) of the assets of the insurance company or one 
hundred percent (100%) of the amount by which the capital and 
surplus of the insurance company exceed the minimum capital and 
surplus required for the kind of insurance it is authorized to transact 
in this state; 
(B) For purposes of determining the holdings of the common stock or 


shares pursuant to subdivision (4)(A), the value of the stock or shares shall 
be computed at cost or at market on the December 31 preceding, which- 
ever is lower, and, if there is no market on that date, then at cost or book 
value on that date, whichever is lower; 

(5) Upon security of promissory notes amply secured by pledge of any 


bonds or other securities in which the companies are authorized to invest 
their funds; 


(6) Upon security of promissory notes amply secured by pledge of un- 


earned premiums of their own policies; 


(7) In the obligations, and/or stock where stated, of the following agencies 


of the government of the United States, whether or not the obligations are 
guaranteed by the United States government: 


(A) Commodity credit corporation; 

(B) Federal intermediate credit banks; 

(C) Federal land banks; 

(D) Banks for cooperatives; 

(E) Federal home loan banks, and stock of such banks; 

(F) The Federal National Mortgage Association, and stock of the Fed- 


eral National Mortgage Association when acquired in connection with sale 
of mortgage loans to the association; and 


(G) Any other similar agency of the government of the United States 


and of similar financial quality; 
(8) In lawfully authorized bonds or other evidences of indebtedness issued 


or guaranteed by the International Bank for Reconstruction and Develop- 
ment, or the Inter-American Development Bank, the African Development 
Bank, or the Asian Development Bank; 


(9) In shares in federally insured building and loan and savings and loan 
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institutions; 

(10) In other good and solvent securities, in addition to those authorized 
by this section or other sections of the code, subject to the approval of the 
commissioner; 

(11) In loans secured by mortgages upon improved, unencumbered real 
property, or upon leasehold estates in improved real property in the United 
States, not exceeding, however, seventy-five percent (75%) of the value of the 
property or leasehold estate, repayable in not more than thirty (30) years. All 
loans secured by leasehold estates must provide for amortization of principal 
at least once in each year in amounts sufficient to completely amortize the 
loan at least twenty-one (21) years prior to expiration of the lease term, 
inclusive of the term or terms that may be provided by an enforceable option 
or options of renewal. Real property and leasehold estates shall not be 
deemed to be encumbered within the meaning of this section by reason of the 
existence of unpaid assessments and taxes not delinquent, mineral, oil or 
timber rights, easements or rights-of-way for public highways, private roads, 
railroads, telegraph, telephone, electric light and power lines, drains, sewers 
or other similar easements or rights-of-way, liens for service and mainte- 
nance of water rights when not delinquent, party wall agreements, building 
restrictions, or other restrictive covenants or conditions, or leases under 
which rents or profits are reserved to the owner, if in any event the security 
for the loan is a first lien upon the real property or leasehold estate and if 
there is no condition or right of re-entry or forfeiture under which, in the case 
of real property other than leaseholds, the lien can be cut off, subordinated 
or otherwise disturbed, or under which, in the case of leaseholds, the 
insurance company is unable to continue the lease in force for the duration 
of the loan. A loan guaranteed or insured in full by the administrator of 
veterans’ affairs pursuant to the Servicemen’s Readjustment Act of 1944 (38 
U.S.C. §§ 3701-3725), may be subject to a prior encumbrance insured by the 
federal housing administrator or commissioner, and the foregoing limita- 
tions in respect to value and repayment shall not apply to a loan that is: 

(A) Insured by, or for which a commitment to insure has been made by, 
the federal housing administrator or commissioner pursuant to the 

National Housing Act (12 U.S.C. § 371 et seq.); 

(B) Guaranteed by the administrator of veterans’ affairs pursuant to 

the Servicemen’s Readjustment Act of 1944 (38 U.S.C. §§ 3701-3725), 

except that, if only a portion of a loan is so guaranteed, the limitation of 

value shall apply to the portion not so guaranteed; or 
(C) Insured by the administrator pursuant to the Servicemen’s Read- 

justment Act of 1944 (88 U.S.C. §§ 3701-3725); 

(12) In purchase money mortgages or like securities received by the 
insurance company upon the sale or exchange of real property acquired 
pursuant to § 56-3-405; 

(13) In bonds, debentures, notes or other evidences of indebtedness of 
persons or corporations organized under the laws of the United States, or 
any state of the United States, secured by assignment of lease or leases, or 
the rentals payable under the leases, of real or personal property or both to 
the United States, or any state of the United States, or any county, city, town, 
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village, municipality or district in the state or any political subdivision of the 
county, city, town, village, municipality or district or any civil division or 
public instrumentality of one (1) or more of the governmental units, or one 
(1) or more institutions created or existing under the laws of the United 
States, or of any state; provided, that: 

(A) The fixed rentals assigned shall be sufficient to repay the indebted- 
ness within the unexpired term of the lease, exclusive of the term that may 
be provided by an enforceable option of renewal; 

(B) The lessee has not defaulted in payment of principal of and interest 
on any of its bonds, notes, debentures, or other evidences of indebtedness 
during the five (5) fiscal years immediately preceding the date of the 
investment; 

(C) The net earnings of each lessee under this subdivision (13) available 
for its fixed charges for a period of five (5) fiscal years next preceding the 
date of acquisition by the insurance company has averaged per year not 
less than one and one half (1.5) times its average annual fixed charges 
applicable to the period and during either of the last two (2) years of the 
period the net earnings have been not less than one and one half (1.5) 
times its fixed charges for the year; and 

(D) A first lien on the interest of the lessor in the unencumbered 
property so leased shall be obtained as additional security for the 
indebtedness; 

(14) In the purchase and ownership of vessels, vehicles, or rolling stock 
used or useful for the transportation of persons, goods, products or commodi- 
ties, or of machinery or equipment used by manufacturing, processing or 
financial establishments, or of communications equipment used by radio or 
television stations, or of store fixtures used by retail establishments, which 
transportation equipment, or machinery or equipment or communications 
equipment or store fixtures are or will become subject to contracts for the 
sale or use thereof under which contractual payments are to be made which 
may reasonably be expected to return the principal of, and provide earnings 
on, the investment within the anticipated useful life of the property, the 
anticipated useful life to not be less than five (5) years; 

(15) In loans or investments in addition to those permitted in other 
subdivisions of this section or under other sections of the code, notwithstand- 
ing any limitations or prohibitions contained in § 56-3-405(a)(5) that might 
otherwise be applicable; provided, that for the purposes of subdivision (11) 
and this subdivision (15), the portion of a loan secured by a mortgage upon 
real property that does not exceed seventy-five percent (75%) of the value of 
the property shall be deemed to be a permitted investment under subdivi- 
sion (11) and the remainder of the loan may be deemed to be made under this 
subdivision (15); and provided, further, for the purposes of § 56-3-405, that 
the portion of an investment in a single piece or adjoining pieces of real 
property acquired or held under the authority of § 56-3-405(5) that does not 
exceed two percent (2%) of the insurance company’s admitted assets shall be 
deemed to be a permitted investment under § 56-3-404, and the remainder 
of the investment shall be deemed to be made under this subdivision (15). 
Any loan or investment originally made under this subdivision (15) that 
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would subsequently, if it were then being made, qualify as a permitted 
investment under another subdivision of this section or under another 
section of the code shall thenceforth be deemed to be a permitted investment 
under the other subdivision or section. The aggregate of the insurance 
company’s loans and investments under this subdivision (15) shall not 
exceed five percent (5%) of the company’s admitted assets; and 

(16) In electronic computer or data processing machines or systems 
purchased for use in connection with the business of the insurer; provided, 
that the machine or system shall have an original cost of at least fifty 
thousand dollars ($50,000), and that the amortized value of the machine or 
system at the end of any calendar year shall not be greater than the original 
purchase price less ten percent (10%) for each completed year after pur- 
chase. 


History. Sections 56-3-401 — 56-3-406 are referred to 
Acts 1979, ch. 305, § 1; T.C.A., § 56-362; in § 56-3-407. 
Acts 1981, ch. 270, § 2; 1984, ch. 957, § 2. Sections 56-3-401 — 56-3-404 are referred to 


Cross-References. in § 56-3-405. 


Investment of assets by domestic insurance i nay Lee gir Ae I RL pee dine 
companies, §§ 56-3-303, 56-3-304. "8-BU 2, DOTO~2U0, OOrO EUS; VOW ALT as 


Section to Section References. 
Sections 56-3-401 — 56-3-409 are referred to 
in §§ 56-11-102, 56-13-111. 


56-3-403. Investments in foreign securities and investments. 


(a) Domestic insurance companies may invest in, or otherwise acquire or 
loan upon, securities and investments in Canada that are substantially of the 
same kinds, classes and investment grades as those eligible for investment 
under § 56-3-402; but the aggregate amount of the investments that are held 
at any time by the company shall not exceed ten percent (10%) of its admitted 
assets, except where a greater amount is permitted pursuant to subsection (b), 
in which case this subsection (a) shall not be applicable. 

(b) Any domestic insurance company that is authorized to do business in a 
foreign country or that has outstanding insurance, or reinsurance contracts or 
risks, resident or located in a foreign country may invest in, or otherwise 
acquire or loan upon, securities and investments in the foreign country that 
are substantially of the same kinds, classes and investment grades as those 
eligible for investment under § 56-3-402; but the aggregate amount of the 
investments in a foreign country and of cash in the currency of the country that 
is at any time held by the company shall not, except as provided in § 56-3- 
404(a)(1), exceed one and one half (1.5) times the amount of its reserves and 
other obligations under the contracts or the amount that the company is 
required by law to invest in the country, whichever is greater. 

(c) In addition to the foreign investments permitted under § 56-3-404(a)(1) 
and (2), any domestic insurance company may invest in, or otherwise acquire 
or loan upon, securities and investments in foreign countries that are substan- 
tially of the same kinds, classes and investment grades as those eligible for 
investment under § 56-3-402; but the aggregate amount of the investments 
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made pursuant to this subsection (c) shall not exceed one percent (1%) of its 
admitted assets. 


History. Sections 56-3-401 — 56-3-406 are referred to 
Acts 1979, ch. 305, § 3; T.C.A., § 56-363. in § 56-3-407. 
Petia fe eh Sections 56-3-401 — 56-3-404 are referred to 
i : , ‘ in § 56-3-405. 
ia debe Te by Insurance compa- This section is referred to in § 56-11-102. 


Section to Section References. 
Sections 56-3-401 — 56-3-409 are referred to 
in § 56-11-102. 


56-3-404. Acquisition of stock. 


(a) Notwithstanding any of the provisions or limitations of this section or of 
any other section of this code, a domestic insurance company may, at the time 
of original issue or at any other time, with the approval of the commissioner, 
acquire and hold: 

(1) More than fifty percent (50%) of the shares of outstanding voting stock 
of any other solvent insurance company, domestic or foreign; 

(2) More than fifty percent (50%) of the shares of outstanding voting stock 
of any domestic or foreign business corporation other than an insurance 
company, which corporation was formed or acquired for, and necessary and 
incidental to, the convenient operation of its insurance business, the 
administration of any of its lawful investments or the lawful business of any 
affiliated company; provided, that the stock or shares in any real estate 
company and the real property owned by the company shall be subject to 
§§ 56-3-405 and 56-3-406, and the amount invested in the stock or shares 
shall be included with the aggregate of all the insurance company’s holdings 
and investments for the purposes of § 56-3-405(6); or 

(3) Stock of an insurance company formed under the laws of a foreign 
country, but the aggregate amount of the holdings shall not exceed five 
percent (5%) of the admitted assets of the insurance company. 

(b) The total holdings of a domestic insurance company of shares of voting 
stock authorized to be acquired and held under this section, together with the 
investments made under the authority of § 56-3-402(3) and (4), shall not at 
any time exceed the amount by which the capital and surplus of the company 
exceed the minimum capital and surplus required for the kind of insurance it 
is authorized to transact in this state; provided, that for purposes of determin- 
ing the holdings of the stock pursuant to this section, the value of the stock 
shall be computed at cost or at market value on the December 31 preceding, 
whichever is lower and that, if there is no market on that date, then at cost or 
book value on that date, whichever is lower. 


History. Cross-References. 
Acts 1979, ch. 305, § 4; T.C.A., § 56-364. Acquiring stock of other insurance company, 
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§ 56-3-303. Sections 56-3-401 — 56-3-404 are referred to 
in § 56-3-405. 

This section is referred to in §§ 56-3-402, 
56-3-403, 56-11-102. 


Section to Section References. 

Sections 56-3-401 — 56-3-409 are referred to 
in § 56-11-102. 

Sections 56-3-401 — 56-3-406 are referred to 
in § 56-3-407. 


56-3-405. Acquisition and conveyance of real property. 


Domestic insurance companies may acquire, hold and convey real property 
only for the following purposes and in the following manner: 

(1) The land and the building on the land in which it has its principal 
office and other real property that is requisite for its convenient accommo- 
dations in the transaction of its insurance business, the amount not to 
exceed ten percent (10%) of its admitted assets, subject, however, to the 
limitations of § 56-3-406; 

(2) Real property that has been mortgaged to it in good faith by way of 
security for loans previously contracted or for moneys due; 

(3) Real property that has been conveyed to it in satisfaction of debts 
previously contracted in the course of its dealings; 

(4) Real property that has been purchased at sales on judgments, decrees, 
or mortgages obtained or made for those debts; 

(5) Real property that has been acquired for investment purposes; pro- 
vided, that: 

(A) No real property may be acquired or held under the authority of this 
section unless at the time of acquisition it is already improved and 
income-producing or unless it is improved with due diligence after 
acquisition so as to produce an income; 

(B) The company shall not at any one (1) time have more than two 
percent (2%) of its admitted assets invested in a single piece or adjoining 
pieces of real property acquired or held under the authority of this section; 
and 

(C) No investments under the authority of this section shall be made in 
hotels, club houses, garages, schools, factories erected and designed for 
special purposes or agricultural properties, without specific approval in 
advance by the commissioner; and 
(6) In no event shall the aggregate of all of a company’s holdings and 

investments, under the authority of §§ 56-3-401 — 56-3-404, this section 
and §§ 56-3-406 and 56-3-407, exceed ten percent (10%) of the company’s 
admitted assets; provided, that nothing in this section shall prevent the 
acquisition by the company of any property under subdivisions (2)-(4), but 
properties so acquired shall be held under § 56-3-406, and the company 
shall list the book value of the properties as assets not admitted, to the 
extent the aggregate of the book value of real estate exceeds ten percent 
(10%) of the company’s admitted assets. 
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History. Sections 56-3-401 — 56-3-406 are referred to 
Acts 1979, ch. 305, § 5; T.C.A., § 56-365. in § 56-3-407. 


This section is referred to in §§ 56-3-402, 


Cross-References. 56-3-404, 56-3-406. 


Insurance company real property holdings, 
§ 56-3-305. 


Section to Section References. 
Sections 56-3-401 — 56-3-409 are referred to 
in § 56-11-102. 


56-3-406. Disposition of real property. 


All property specified in § 56-3-405(2)-(4), which is not necessary for its 
accommodation in the convenient transaction of its business, shall be sold and 
disposed of within two (2) years after the company has acquired title to the 
property, or within two (2) years after the property has ceased to be necessary 
for the accommodation of its business; and it shall not hold the property for a 
longer period unless it procures a certificate from the commissioner authoriz- 
ing an extension of time for the sale of the property. The commissioner is 
authorized to issue such a certificate extending the time for the sale of such 
property if in the commissioner’s judgment it appears that the interest of the 
company will suffer materially by a forced sale of the property. 


History. Sections 56-3-401 — 56-3-407 are referred to 
Acts 1979, ch. 305, § 6; T.C.A., § 56-366. in § 56-3-405. 

Pact Re efete ies Sections 56-3-401 — 56-3-406 are referred to 
; in § 56-3-407. 


Disposition of insurance company real prop- 


erty, § 56-3-306. This section is referred to in §§ 56-3-402, 


56-3-404, 56-3-405. 
Section to Section References. 

Sections 56-3-401 — 56-3-409 are referred to 
in § 56-11-102. 


56-3-407. Manner of investment exclusive. 


No domestic insurance company shall invest or loan its funds in any manner 
except as provided in §§ 56-3-401 — 56-3-406. 


History. Section to Section References. 

Acts 1979, ch. 305, § 7; T.C.A., § 56-367. Sections 56-3-401 — 56-3-409 are referred to 
in § 56-11-102. 

Sections 56-3-401 — 56-3-407 are referred to 
in § 56-3-405. 


Cross-References. 
Limitations on insurance company invest- 
ments, § 56-3-307. 


56-3-408. Prohibited actions and transactions. 


(a) No domestic insurance company, whether incorporated by special act or 
under a general law of this state, shall underwrite or participate in the 
underwriting of an offering of securities or property by any other person; nor 
shall the company enter into any agreement to withhold from sale any of its 
property, but the disposition of its property shall be at all times within the 
control of its board of directors. 

(b)(1) No investment or loan, except premium finance loans, shall be made 

by any such insurance company, unless the investment or loan has first been 

authorized by the board of directors or by a committee appointed by the 
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board and charged with the duty of supervising the investment or loan. 
(2) Membership on the board of directors shall not be a requirement for 
eligibility to membership on the committee. 


History. Section to Section References. 
Acts 1979, ch. 305, § 8; T.C.A., § 56-368. Sections 56-3-401 — 56-3-409 are referred to 


Cross-References. in § 56-11-102. 


Insurance companies, prohibited actions and 
transactions, § 56-3-301. 


56-3-409. Eligible investments. 


Any particular investment that the insurance company held on September 1, 
1979, or was obligated to accept by a legally enforceable commitment effectu- 
ated prior to September 1, 1979, and that the insurance company was legally 
entitled to hold immediately prior to September 1, 1979, shall be deemed to be 
an eligible investment. 


History. Section to Section References. 
Acts 1979, ch. 305, § 9; T.C.A., § 56-369. Sections 56-3-401 — 56-3-409 are referred to 


Cross-References. in § 56-11-102. 


Insurance companies, eligible investments, 
§§ 56-3-303, 56-3-304. 


PART 5 
SEPARATE ACCOUNTS AND ALLOCATIONS 


56-3-501. Separate accounts — Allocation. 


(a)(1) Any domestic life insurance company may, subject to the approval of 
the commissioner, establish one (1) or more separate accounts and may 
allocate to the separate account or accounts any amounts paid to the 
company, including, but not limited to, proceeds applied under optional 
modes of settlement or under dividend options, which are to be applied to the 
terms of an individual or group contract issued in connection therewith to 
fund pension or profit-sharing plans or to provide life insurance or annuity 
benefits, and benefits incidental to the life insurance or annuities, payable in 
fixed or in variable amounts, or in both. 

(2) If and to the extent so provided under the applicable contracts, the 
assets of the separate account shall not be chargeable with liabilities arising 
out of any other business the company may conduct. 

(b) The company may provide for the owners of the contracts voting rights 
with respect to management of the separate accounts and investment of the 
assets of the accounts, and shall have the power to do all things necessary 
under any applicable state or federal law in order that the contracts may be 
lawfully sold or offered for sale. 

(c) This section shall not in any way affect existing laws pertaining to the 
voting rights of the company’s policyholders. 


185 OPERATION OF INSURANCE COMPANIES 56-3-505 


History. Section to Section References. 

Acts 1967, ch. 353, § 1; T.C.A., § 56-258; This part is referred to in § 56-7-112. 
Acts 1968, ch. 450, § 1; 1970, ch. 493, § 1; 
T.C.A., § 56-312; Acts 1993, ch. 253, § 20. 


56-3-502. Investment of amounts allocated to separate accounts. 


The amounts allocated to each account and accumulations on the account 
may be invested and reinvested in any class of investments which may be 
authorized in the agreement without regard to any requirements or limitations 
prescribed by the laws of this state governing the investments of life insurance 
companies; provided, that to the extent that the company’s reserve liability 
with regard to benefits guaranteed as to amount and duration and funds 
guaranteed as to principal amount or stated rate of interest is maintained in 
any separate account, a portion of the assets of the separate account at least 
equal to the reserve liability shall be invested in accordance with the laws of 
this state governing the investments of life insurance companies. The invest- 
ments in the separate account or accounts shall not be taken into account in 
applying the investment limitations applicable to other investments of the 
company. 


History. Section to Section References. 
Acts 1967, ch. 353, § 2; T.C.A., §§ 56-259, This section is referred to in § 56-3-504. 
56-313. 


56-3-503. Gains and losses credited to or charged against allocation. 


The income, if any, and gains and losses, realized or unrealized, on each 
account shall be credited to or charged against the amounts allocated to the 
account in accordance with the agreement, without regard to other income, 
gains or losses of the company. 


History. 
Acts 1967, ch. 353, § 3; T.C.A., §§ 56-260, 
56-314. 


56-3-504. Valuation of assets allocated to separate account. 


Assets allocated to a separate account shall be valued at their market value 
on the date of valuation, or if there is no readily available market, then in 
accordance with the terms of the agreement; provided, that the portion of the 
assets of the separate account at least equal to the company’s reserve liability 
with regard to the guaranteed benefits and funds referred to in § 56-3-502, if 
any, shall be valued in accordance with the rules otherwise applicable to the 
company’s assets. 


History. 
Acts 1967, ch. 353, § 4; T.C.A., §§ 56-261, 
56-315. 


56-3-505. Amounts allocated to be company owned. 


Amounts allocated to a separate account in the exercise of the power granted 
by this part shall be owned by the company. 
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History. 
Acts 1967, ch. 353, § 5; T.C.A., § 56-262; 
Acts 1968, ch. 450, § 2; T.C.A., § 56-316. 


56-3-506. Agreements providing for annuity benefits on a variable 
basis — Statements required. 


If the agreement provides for payment of benefits in variable amounts, it 
shall contain a statement of the essential features of the procedure to be 
followed by the company in determining the dollar amount of the variable 
benefits. The agreement, and any certificate in evidence of variable benefits 
issued under the agreement, shall state that the dollar amount may decrease 
or increase and shall contain on its first page a statement that the benefits 
under the agreement are on a variable basis. 


History. 
Acts 1967, ch. 353, § 6; T.C.A., § 56-263; 
Acts 1970, ch. 493, § 2; T.C.A., § 56-317. 


56-3-507. Authorization for delivery of agreements providing benefits 
on a variable basis — Determination of qualification. 


No domestic life insurance company, and no other life insurance company 
admitted to transact business in this state, shall be authorized to deliver 
within this state any agreement providing benefits in variable amounts until 
the company has satisfied the commissioner that its condition or methods of 
operation in connection with the issuance of the agreements will not render its 
operation hazardous to the public or its policyholders in this state. In 
determining the qualification of a company requesting authority to deliver the 
agreements within this state, the commissioner shall consider, among other 
things: 

(1) The history and financial condition of the company; 

(2) The character, responsibility and general fitness of the officers and 
directors of the company; and 

(3) In the case of a company other than a domestic company, whether the 

statutes and regulations of the jurisdiction of its incorporation provide a 

degree of protection to policyholders and the public that is substantially 

equal to that provided by this part and the rules and regulations issued 
under this part. 


History. | 
Acts 1967, ch. 353, § 7; T.C.A., §§ 56-264, 
56-318. 


56-3-508. Regulation of agreements — Rulemaking power — Licens- 
ing. 


The commissioner has the sole authority to regulate the issuance and sale of 
such agreements and to issue reasonable rules and regulations necessary to 
carry out the purposes and provisions of this part, including licensing the 
qualifications of the agents or salespersons. 
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History. Textbooks. 

Acts 1967, ch. 353, § 8; T.C.A., §§ 56-265, Tennessee Jurisprudence, 7 Tenn. Juris., 
56-319. Corporations, § 118. 


56-3-509. Separate accounts — Insurance laws applicable — Required 
provisions of variable life agreements. 


Except for §§ 56-7-401, 56-7-2307(2), (7), (10) and (12), and 56-7-2309, and 
except as otherwise provided in this part, all pertinent provisions of the 
insurance laws of this state apply to separate accounts and agreements issued 
in connection with the accounts. Any individual variable life insurance 
agreement delivered or issued for delivery in this state shall contain grace, 
reinstatement and nonforfeiture provisions appropriate to the agreement. The 
reserve liability for variable benefits shall be established in accordance with 
actuarial procedures that recognize the variable nature of the benefits pro- 


vided and any mortality guarantees. 


History. 
Acts 1967, ch. 353, § 9; T.C.A., § 56-266; 
Acts 1970, ch. 493, § 3; T.C.A., § 56-320. 


Textbooks. 
Tennessee Jurisprudence, 7 Tenn. Juris., 
Corporations, § 118. 


PART 6 
PROHIBITION ON POLITICAL FUNDING [REPEALED] 


56-3-601 — 56-3-605. [Repealed.] 


History. 

Acts 1907, ch. 443, § 1-4, impl. am. Acts 
1923, ch. 7, §§ 50, 51; Shan., § 3369a143- 
3369al147; mod. Code 1932, § 6436; T.C.A. 
(orig. ed.), § 56-225; Code 1932, § 64387; T.C.A. 
(orig. ed.), §§ 56-226, 56-324; Code 1932, 
§ 6438; T.C.A. (orig. ed.), § 56-227; impl. am. 
Acts 1971, ch. 137, § 2; Code 1932, § 6439; 


§ 6440; T.C.A. (orig. ed.), §§ 56-229, 56-327, 
T.C.A., § 56-323; T.C.A., § 56-325; Acts 1989, 
ch. 591, § 113; repealed by Acts 2014, ch. 670, 
§ 1, effective April 14, 2014., 


Compiler’s Notes. 
Former part 6, §§ 56-3-601—56-3-605 con- 
cerned prohibition on political funding. 


T.C.A. (orig. ed.), §§ 56-228, 56-326, Code 1932, 


PART 7 


RESTRICTIONS ON BENEFICIAL OWNERS, 
DIRECTORS AND OFFICERS 


56-3-701. “Equity security” defined. 


As used in this part, “equity security” means any stock or similar security, or 
any security convertible, with or without consideration, into a stock or similar 
security, or carrying a warrant or right to subscribe or to purchase a stock or 
similar security; or a warrant or right; or any other security that the 
commissioner deems to be of similar nature and considers necessary or 
appropriate, by rules and regulations the commissioner prescribes in the 
public interest or for the protection of investors, to treat as an equity security. 


History. Section to Section References. 
Acts 1965, ch. 95, § 6; T.C.A., §§ 56-255, Sections 56-3-701 — 56-3-707 are referred to 
56-337. in § 56-3-708. 
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56-3-702. Equity securities of domestic stock insurance companies — 
Statements of beneficial owners, directors and officers. 


Every person who is directly or indirectly the beneficial owner of more than 
ten percent (10%) of any class of any equity security of a domestic stock 
insurance company, or who is a director or an officer of the company, shall file 
in the office of the commissioner within ten (10) days after the person becomes 
the beneficial owner, director, or officer, a statement, in the form the commis- 
sioner prescribes, of the amount of all equity securities of the company of which 
the person is the beneficial owner, and within ten (10) days after the close of 
each calendar month thereafter, if there has been a change in ownership 
during that month, shall file in the office of the commissioner a statement, in 
the form the commissioner prescribes, indicating the ownership at the close of 
the calendar month and the changes in ownership that have occurred during 
that calendar month. 


History. Sections 56-3-702 — 56-3-704 are referred to 
Acts 1965, ch. 95, § 1; T.C.A., §§ 56-250, in §§ 56-3-706, 56-3-707, 56-3-708. 
56-332. 


Section to Section References. 
Sections 56-3-701 — 56-3-707 are referred to 
in § 56-3-708. 


56-3-703. Profits from unfair use of information recoverable — Excep- 
tions. 


(a) For the purpose of preventing the unfair use of information that may 
have been obtained by the beneficial owner, director, or officer by reason of the 
relationship to the company, any profit realized by the person from any 
purchase and sale, or any sale and purchase, of any equity security of the 
company within any period of less than six (6) months, unless the security was 
acquired in good faith in connection with a debt previously contracted, shall 
inure to and be recoverable by the company, irrespective of any intention on the 
part of the beneficial owner, director, or officer in entering into the transaction 
of holding the security purchased or of not repurchasing the security sold for a 
period exceeding six (6) months. 

(b) Suit to recover the profit may be instituted at law or in equity in any 
court of competent jurisdiction by the company or by the owner of any security 
of the company in the name and in behalf of the company, if the company fails 
or refuses to bring suit within sixty (60) days after request or fails diligently to 
prosecute it thereafter; but no suit shall be brought more than two (2) years 
after the date the profit was realized. 

(c) This section shall not be construed to cover any transaction where the 
beneficial owner was not the beneficial owner both at the time of the purchase 
and sale, or the sale and purchase, of the security involved, or any transaction 
or transactions that the commissioner by rules and regulations exempts as not 
comprehended within the purpose of this section. 


History. Section to Section References. 
Acts 1965, ch. 95, § 2; T.C.A., §§ 56-251, Sections 56-3-701 — 56-3-707 are referred to 
56-333. in § 56-3-708. 
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Sections 56-3-702 — 56-3-704 are referred to 
in §§ 56-3-706, 56-3-707, 56-3-708. 
This section is referred to in § 56-3-705. 


56-3-704. Restrictions on sale of equity securities. 


It is unlawful for the beneficial owner, director, or officer, directly or 
indirectly, to sell any equity security of the company, if the person selling the 
security or the person’s principal: 

(1) Does not own the security sold; or 

(2) If owning the security, does not deliver it against the sale within 
twenty (20) days thereafter, or does not within five (5) days after the sale 
deposit it in the mails or other usual channels of transportation; but no 
person shall be deemed to have violated this section if the person proves 
that, notwithstanding the exercise of good faith, the person was unable to 
make the delivery or deposit within that time, or that to do so would cause 
undue inconvenience or expense. 


History. Sections 56-3-702 — 56-3-704 are referred to 
Acts 1965, ch. 95, § 3; T.C.A., §§ 56-252, in §§ 56-3-706, 56-3-707, 56-3-708. 
56-334. This section is referred to in § 56-3-705. 


Section to Section References. 
Sections 56-3-701 — 56-3-707 are referred to 
in § 56-3-708. 


56-3-705. Purchases and sales which are exempt. 


(a) Section 56-3-703 does not apply to any purchase and sale, or sale and 
purchase, and § 56-3-704 does not apply to any sale of an equity security of a 
domestic stock insurance company not then or theretofore held by the dealer in 
an investment account, by a dealer in the ordinary course of business and 
incident to the establishment or maintenance by the dealer of a primary or 
secondary market, otherwise than on an exchange as defined in the Securities 
Exchange Act of 1934 (15 U.S.C. § 78a et seq.), for the security. 

(b) The commissioner may, by rules and regulations the commissioner 
deems necessary or appropriate in the public interest, define and prescribe 
terms and conditions with respect to securities held in an investment account 
and transactions made in the ordinary course of business and incident to the 
establishment or maintenance of a primary or secondary market. 


History. ) Section to Section References. 
Acts 1965, ch. 95, § 4; T.C.A., §§ 56-253, Sections 56-3-701 — 56-3-707 are referred to 
56-335. in § 56-3-708. 


56-3-706. Foreign and domestic arbitrage transactions exempt. 


Sections 56-3-702 — 56-3-704 do not apply to foreign or domestic arbitrage 
transactions unless made in contravention of the rules and regulations the 
commissioner adopts in order to carry out the purposes of this part. 


History. Section to Section References. 
Acts 1965, ch. 95, § 5; T.C.A., §§ 56-254, Sections 56-3-701 — 56-3-707 are referred to 
56-336. in § 56-3-708. 
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56-3-707. Conditions exempting equity securities. 


Sections 56-3-702 — 56-3-704 do not apply to equity securities of a domestic 
stock insurance company if: 

(1) The securities are registered, or are required to be registered, pursu- 
ant to section 12 of the Securities Exchange Act of 1934 (15 U.S.C. § 781); or 

(2) The domestic stock insurance company does not have any class of its 
equity securities held of record by one hundred (100) or more persons on the 
last business day of the year next preceding the year in which equity 
securities of the company would be subject to §§ 56-3-702 — 56-3-704, 
except for this subdivision (2). 


History. Section to Section References. 
Acts 1965, ch. 95, § 7; T.C.A., §§ 56-256, Sections 56-3-701 — 56-3-707 are referred to 
56-338. in § 56-3-708. 


56-3-708. Rules and regulations. 


(a) The commissioner, with the approval of the attorney general and 
reporter and in conformity with the Uniform Administrative Procedures Act, 
compiled in title 4, chapter 5, has the power to make rules and regulations 
necessary for the execution of the functions vested in the commissioner by 
8§ 56-3-701 — 56-3-707, and may for that purpose classify domestic stock 
insurance companies, securities, and other persons or matters within the 
commissioner’s jurisdiction. 

(b) Nothing in §§ 56-3-702 — 56-3-704 imposing any liability applies to any 
act done or omitted in good faith in conformity with any rule or regulation of 
the commissioner, notwithstanding that the rule or regulation may, after the 
act or omission, be amended or rescinded or determined by judicial or other 
authority to be invalid for any reason. 

(c) The commissioner, with the approval of the attorney general and 
reporter and in conformity with the Uniform Administrative Procedures also 
has the power to make rules and regulations necessary to regulate the 
solicitation of proxies, consents or authorizations in respect to those equity 
securities subject to §§ 56-3-701 — 56-3-707 issued by domestic stock insur- 
ance companies. 


History. 
Acts 1965, ch. 95, § 8; T.C.A., § 56-257; Acts 
1967, ch. 394, § 1; T.C.A., § 56-339. 


PART 8 
VOLUNTARY DEPOSIT OF SECURITIES 


56-3-801. Voluntary deposit of securities for protection of state poli- 
cyholders and creditors. 


Any insurance company may deposit and maintain on deposit with the state 
treasurer, securities as defined in § 56-3-303(a)(1)-(4), (7) and (8), to be held for 
the exclusive protection of its policyholders and creditors in this state; 
provided, that the deposit shall not exceed one hundred percent (100%) of that 
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portion of the insurance company’s reserves as is fairly allocable to insurance 
on risks located in this state. 


History. 
Acts 1973, ch. 104, § 1; T.C.A., § 56-355. 


56-3-802. Authority to hold securities. 


The commissioner is authorized to accept the deposits, and the state 
treasurer shall hold the deposits in the same manner as other deposits are held 
under §§ 56-2-104, 56-2-112 and other applicable sections of this title. 


History. 
Acts 1973, ch. 104, § 2; T.C.A., § 56-356. 


56-3-803. Delivery back to insurance company. 


Upon a showing that the interest of Tennessee policyholders will in no way 
be impaired, an insurance company may demand, and, upon receipt of the 
demand, the commissioner may deliver over to the insurance company all or 
any portion of the securities deposited by the insurance company. 


History. 
Acts 1973, ch. 104, § 3; T.C.A., § 56-357. 


56-3-804. Rules and regulations. 


Consistent with this title, the commissioner may adopt reasonable rules and 
regulations for the purpose of implementing this part. 


History. 
Acts 1973, ch. 104, § 4; T.C.A., § 56-358. 
PART 9 
DEPOSIT OF SECURITIES IN CLEARING 
CORPORATIONS 


56-3-901. Purpose. 


The purpose of this part is to authorize insurance companies to utilize 
modern systems for holding and transferring securities without physical 
delivery of securities certificates, subject to rules and regulations promulgated 
by the commissioner pursuant to this part. 


History. commissioner of commerce and insurance is 
Acts 2012, ch. 680, § 4. authorized to promulgate emergency rules to 


Compiler’s Notes. implement the act. 


Acts 2012, ch. 680, § 5 provided that the 


56-3-902. Part definitions. 


As used in this part: 
(1)(A) “Clearing corporation” means: 
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(i) Acorporation as defined in § 8-102(a) of the Uniform Commercial 
Code, codified in § 47-8-102(a), as adopted by the National Conference 
of Commissioners on Uniform State Laws and the American Law 
Institute, as amended from time to time; and 
(ii) “Treasury/reserve automated debt entry securities system” and 
“treasury direct” book-entry securities systems established pursuant to 
5 U.S.C. Part 301, 12 U.S.C. Part 391 and 31 U.S.C. § 3100 et seq.; 
(B) With respect to securities issued by institutions organized or 
existing under the laws of any foreign country or securities used to meet 
the deposit requirements pursuant to the laws of a foreign country as a 
condition of doing business therein, “clearing corporation” also means a 
corporation which is organized or existing under the laws of any foreign 
country and is legally qualified under such laws to effect transactions in 
securities by computerized book-entry; 
(2) “Commissioner” means the commissioner of commerce and insurance; 
(3) “Custodian” means a national bank, state bank, federal home loan 
bank, trust company or broker/dealer that participates in a clearing corpo- 
ration; and 
(4) “Securities” means instruments as defined in § 8-102(a) of the Uni- 
form Commercial Code, codified in § 47-8-102(a), as adopted by the National 
Conference of Commissioners on Uniform State Laws and the American Law 
Institute, as amended from time to time. 


History. commissioner of commerce and insurance is 
Acts 2012, ch. 680, § 4. authorized to promulgate emergency rules to 


CompileraNotes) implement the act. 


Acts 2012, ch. 680, § 5 provided that the 


56-3-903. Use of book-entry systems. 


(a)(1) Adomestic insurance company may deposit, or arrange for the deposit 
of, securities held in or purchased for its general account and its separate 
accounts in a clearing corporation. 

(2) When securities are deposited with a clearing corporation: 

(A) Certificates representing securities of the same class of the same 
issuer may be merged and held in bulk in the name of the nominee of such 
clearing corporation with any other securities deposited with such clearing 
corporation by any person, regardless of the ownership of such securities; 
and | 

(B) Certificates representing securities of small denominations may be 
merged into one (1) or more certificates of larger denominations. 

(3) The records of any custodian through which an insurance company 
holds securities in a clearing corporation shall at all times show that such 
securities are held for such insurance company and for which accounts. 

(4) Ownership of, and other interest in, such securities may be trans- 
ferred by bookkeeping entry on the books of such clearing corporation 
without physical delivery of certificates representing such securities. 

(b) The commissioner is authorized to promulgate rules and regulations 
governing the deposit by insurance companies of securities with clearing 
corporations, including establishing standards for national banks, state banks, 
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federal home loan banks, trust companies and broker/dealers to qualify as 
custodians for insurance company securities. 


History. commissioner of commerce and insurance is 
Acts 2012, ch. 680, § 4. authorized to promulgate emergency rules to 


Compiler’s Notes. implement the act. 


Acts 2012, ch. 680, § 5 provided that the 


56-3-904. Deposit of securities by domestic insurance companies. 


(a)(1) Securities qualified for deposit under § 56-2-104 may be deposited 

with a clearing corporation. 

(2) Securities deposited with a clearing corporation and used to meet the 
deposit requirements set forth in § 56-2-104 shall be under the control of the 
commissioner and shall not be withdrawn by the insurance company without 
the approval of the commissioner. 

(b) Any insurance company holding securities as provided in subsection (a) 
shall provide to the commissioner evidence issued by its custodian through 
which the insurance company has deposited securities in a clearing corpora- 
tion, in order to establish that: 

(1) The securities are actually recorded in an account in the name of the 
custodian; and 

(2) The records of the custodian reflect that such securities are held 
subject to the order of the commissioner. 


History. commissioner of commerce and insurance is 
Acts 2012, ch. 680, § 4. authorized to promulgate emergency rules to 


Compiler’s Notes. implement the act. 


Acts 2012, ch. 680, § 5 provided that the 


56-3-905. Deposit of securities by insurance companies. 


(a)(1) Securities eligible for deposit under the insurance laws of this state 

relating to deposit of securities by an insurance company as a condition of 

commencing or continuing to do any insurance business in this state may be 
deposited with a clearing corporation. 

(2) Securities deposited with a clearing corporation and used to meet the 
deposit requirements under the insurance laws of this state shall be under 
the control of the commissioner and shall not be withdrawn by the insurance 
company without the approval of the commissioner. 

(b) Any insurance company holding such securities as provided in subsec- 
tion (a), shall provide to the commissioner evidence issued by its custodian in 
order to establish that: 

(1) The securities are actually recorded in an account in the name of the 
custodian; and 

(2) The records of the custodian reflect that such securities are subject to 
the order of the commissioner. 


History. Compiler’s Notes. 
Acts 2012, ch. 680, § 4. Acts 2012, ch. 680, § 5 provided that the 
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commissioner of commerce and insurance is 
authorized to promulgate emergency rules to 
implement the act. 


Section 


56-4-101. 
56-4-102. 
56-4-103. 


56-4-104. 
56-4-105. 
56-4-106. 


56-4-201. 
56-4-202. 
56-4-203. 
56-4-204. 
56-4-205. 
56-4-206. 
56-4-207. 
56-4-208. 
56-4-209. 
56-4-210. 
56-4-211. 
56-4-212. 
56-4-213. 
56-4-214. 
56-4-215. 


56-4-216. 
56-4-217. 
56-4-218. 
56-4-219. 
56-4-220. 
56-4-221. 


56-4-301. 
56-4-302. 
56-4-303. 
56-4-304. 
56-4-305. 
56-4-306. 
56-4-307. 
56-4-308. 
56-4-309. 


56-4-401. 
56-4-402. 
56-4-403. 
56-4-404. 
56-4-405. 


CHAPTER 4 
FEES AND TAXES 


Part 1. Fees 


Schedule and applicability of fees. 

Disposition of fees. 

Fraternal insurance companies to pay per diem fee and expense of annual valuation of 
policies. 

Receipt of illegal fees — Issuance of fraudulent certificate — Penalty. 

Refund of erroneously paid amounts. 

Annual regulatory fee for credit life, accident, and health insurance. 


Part 2. Taxes 


Companies subject to tax — “Insurance company” defined. 

Associations exempt. 

State purposes only. 

“Gross premiums” defined. 

Tax on gross premiums — Due date for payment of tax — Minimum stipulated. 

Tax on workers’ compensation insurers. 

Tax on self-insurers under compensation law. 

Additional payment for fire insurance. 

[Repealed.] 

“Tennessee securities” defined — Reduction in tax for investments in state. 

Credit for valuation of policies fees. 

Period covered by payments. 

Exemption from other taxes. 

Liability after ceasing to transact new business. 

Foreign companies — Tax upon business in force upon ceasing to transact new business 
— Failure to pay tax, penalty — Condition to obtain or renew license. 

Delinquency. 

Credit against franchise and excise taxes. 

Reciprocity of treatment. 

Refund of erroneously paid taxes. 

Exemption of life insurance and annuity premiums. 

In-state insurance companies — Reinsurance agreements with insurance company 
affiliates. 


Part 3. Investment Companies 


Tax imposed. 

Nature of tax — Exemption from other taxes. 

Business within state. 

Rate of tax. 

“Gross profits or income” defined. 

Allocation — Companies doing business outside state. 

Annual report — Fiscal year — Annual return. 

Powers of commissioner — Failure to file return or filing false return. 
Disposition of revenue. 


Part 4. Production Credit Associations 


“Production credit association” defined — Associations subject to tax. 

Nature of tax — Exemption from other taxes. 

Tax imposed — Computation. 

Levy and payment dates. 

Powers of commissioner — Failure or refusal to file a return, filing a false and 
fraudulent return. 
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Section 
56-4-406. Disposition of revenue. 
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56-4-101 


PART 1 
FEES 


56-4-101. Schedule and applicability of fees. 


(a) The commissioner shall collect and pay into the state treasury the 


following nonrefundable fees: 


(1) For receiving and reviewing each new application for admission from 


every foreign or domestic insurance company, including application for 
eligibility of surplus lines insurers, captive insurance companies, protected 
cells of captive insurance companies, and incorporated protected cells of 
captive insurance companies, six hundred seventy-five dollars ($675); 

(2) For issuing each new certificate of authority to a company, foreign or 
domestic, including letter of notification of eligibility of surplus lines 
insurers, upon application for admission or eligibility, as the case may be, 


four hundred forty dollars ($440); 


(3) For annual review for determination of continuing eligibility of sur- 
plus lines insurers, two hundred seventy dollars ($270); 
(4) For each company’s annual statement, five hundred fifteen dollars 


($515); 


(5) For amendments to the company’s certificate of authority, ninety 


dollars ($90.00); 


(6) For each seal of office, with certificate, seven dollars ($7.00); 

(7) For copies of any paper on file or deposit with the commissioner or the 
commissioner’s office, fifty cents (50¢) per page; 

(8) For receiving and reviewing each change of business plan or change in 
ownership for a captive insurance company, four hundred dollars ($400); and 

(9) For receiving and reviewing each change of ownership for a protected 

cell of a captive insurance company or an incorporated protected cell of a 

captive insurance company, one hundred twenty-five dollars ($125). 

(b) This section shall apply to all insurance companies, including state and 
county mutual fire insurance companies, title insurance companies, associa- 
tions, fraternal benefit societies, captive insurance companies and surplus 
lines insurers maintaining eligibility status, notwithstanding any law or 
statute under which companies, associations and societies may have been 


organized. 


History. 

Acts 1895, ch. 160, § 27; Shan., § 3311; Code 
1932, § 6131; Acts 1967, ch. 24, § 2; 1971, ch. 
272, § 1; 1972, ch. 481, § 1; 1975, ch. 68, § 21; 
1979, ch. 298, § 1; T.C.A. (orig. ed.), § 56-401; 
Acts 1983, ch. 262, § 1; 1985, ch. 215, § 1; 
2001, ch. 333, § 2; 2015, ch. 156, §§ 17, 18. 


Compiler’s Notes. 

Acts 2001, ch. 333, § 9 provided that the 
purpose of the act is to afford the insurance 
division of the department of commerce and 


insurance the ability to obtain sufficient staff 
and resources to adequately implement the 
provisions of title 56 and title 55, chapter 18, 
part 1 as related to the regulation of the busi- 
ness of insurance. Notwithstanding any law to 
the contrary, the increase in revenues gener- 
ated by passage of the act shall be utilized by 
the department of commerce and insurance to 
defray the expenses of improvements to the 
department’s insurance division incurred in the 
regulation of the business of insurance, includ- 


56-4-102 


ing the expenses associated with any improve- 
ments to the division deemed necessary from 
time to time by the commissioner of the depart- 
ment of commerce and insurance. The improve- 
ments contemplated by the act shall be in 
addition to the base level funding appropriated 
to the insurance division in the fiscal year 
ending June 30, 2001. The commissioner of 
commerce and insurance is directed to identify 
the increase in revenues generated by the act 
and the expenditures associated with this in- 
crease, and annually inform the commissioner 
of the department of finance and administra- 
tion of the amount of any unexpended rey- 
enues. The commissioner of finance and admin- 
istration at the close of each fiscal year shall 
reserve any excess revenues raised by the act 
and unspent by the department of commerce 
and insurance, until expended for purposes 
consistent with this act. The funds shall not 
revert to the general fund on any June 30, and 
excess revenues shall not revert on any June 
30, but shall remain available only for the 
benefit of the department of commerce and 
insurance’s insurance division. 
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Cross-References. 

Foreign fraternal benefit society, fee for li- 
cense or renewal, §§ 56-25-603, 56-25-605. 

Mutual or assessment fire insurance compa- 
nies, fees of commissioner, § 56-20-115. 

Necessary expenses of department paid from 
fees prior to deposit into state treasury, § 56- 
1-209. 

Reciprocity of treatment, § 56-4-218. 

State mutual fire insurance agents, certifi- 
cate of authority, fee, § 56-21-130. 

State mutual fire insurance company, annual 
report, filing fee, § 56-21-111. 


Section to Section References. 

Chapters 1-4 are referred to in § 56-7-101. 

This chapter is referred to in §§ 56-1-105, 
56-2-111, 56-2-505, 56-26-204, 56-43-115. 

This part is referred to in §§ 4-3-1016, 56-13- 
103, 56-13-404. 

This section is referred to in §§ 56-4-102, 
56-4-103, 56-4-211, 56-13-114, 56-20-115, 56- 
22-105, 56-22-109, 56-24-104, 56-25-1602, 56- 
52-103. 


NOTES TO DECISIONS 


1. Additional Payment for Fire Insurance. 
Payments made pursuant to § 56-4-208 were 
not premium taxes, but fees, and could not be 


56-4-102. Disposition of fees. 


credited against excise taxes as premium taxes. 
Memphis Fire Ins. Co. v. Tidwell, 495 S.W.2d 
198, 1973 Tenn. LEXIS 488 (Tenn. 1973). 


(a) The fees for the valuation of life insurance policies, which are provided 
in § 56-4-101, shall be collected for the use and benefit of the state and shall 
be held by the commissioner as expendable receipts, and the expense of 
operation of the department, including the salaries and traveling expenses of 
the actuaries employed pursuant to § 56-1-207, shall be paid out of the fees 
collected. At the end of each fiscal year, any remaining funds after the payment 
of the expense of operation of the department shall be remitted to the state 
treasurer and become a part of the general fund. 

(b) The fees for receiving and reviewing each new application for admission 
and the annual fee for review of continuing eligibility of surplus lines insurers 
shall be collected for use and benefit of the state and shall be held by the 
commissioner as expendable receipts, and all salaries and traveling expenses 
of the personnel employed in the processing and review for admission or 
eligibility shall be paid out of such fees collected. At the end of each fiscal year, 
any remaining funds after payment of salaries and expenses of the personnel 
shall be remitted to the state treasurer and become a part of the general fund. 


History. 
Acts 1943, ch. 97, § 3; mod. C. Supp. 1950, 
§ 6459.42 (Williams, § 6459.45); impl. am. 


Acts 1971, ch. 187, § 2; T.C.A. (orig. ed.), § 56- 
402; Acts 1983, ch. 262, § 2. 
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56-4-103. Fraternal insurance companies to pay per diem fee and 
expense of annual valuation of policies. 


Any fraternal insurance societies or companies not subject to valuation fees 
as provided in § 56-4-101 shall pay a per diem fee and the expense of the 
actuary on each annual valuation in the same manner that insurance 
companies are required to pay fees and expenses to the examiner assigned by 
the commissioner, and the per diem fees and expenses shall not exceed the 
maximum compensation provided for the actuaries in § 56-1-207. 


History. Acts 1971, ch. 187, § 2; T.C.A. (orig. ed.), § 56- 
Acts 1943, ch. 97, § 4; C. Supp. 1950, 403. 
§ 6459.43 (Williams, § 6459.46); impl. am. 


56-4-104. Receipt of illegal fees — Issuance of fraudulent certificate — 
Penalty. 


If the commissioner exacts or receives, either directly or indirectly, any sum 
of money from any insurance company doing business in this state other than 
the fees allowed by law, or willfully issues a fraudulent or false certificate of 
soundness to the company; or, directly or indirectly, receives any money or 
other valuable thing for doing or not doing any official act as commissioner, 
other than the fees allowed by law, the commissioner commits a Class E felony. 


History. § 40-35-110, which provides that an offense 

Acts 1873, ch. 58, § 17; Shan., § 3345; Code designated a felony without specification as to 
1932, § 6170; T.C.A. (orig. ed.), § 56-404; Acts category is a Class E felony. See also § 39-11- 
1989, ch. 591, §§ 1,6. 113. 


Compiler’s Notes. Cross-References. 


The felony in this section has been desig- Penalty for Class E felony, § 40-35-111. 
nated as a Class E felony by authority of 


56-4-105. Refund of erroneously paid amounts. 


(a) With respect to any revenues or receipts collected by the department, 
any other law to the contrary notwithstanding, the amounts determined to 
have been erroneously paid may be refunded by the procedure developed by the 
commissioner of finance and administration and approved by the comptroller 
of the treasury. 

(b) The procedure shall provide that no refund shall be made unless within 
three (3) years from December 31 of the year in which the erroneous payment 
was made, the refund is either requested by the claimant or made by the state 
on its own motion. 


History. 
Acts 1984, ch. 633, § 1. 


Cross-References. 
Refund of erroneously paid taxes, § 56-4- 
219. 
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56-4-106. Annual regulatory fee for credit life, accident, and health 


insurance. 


With regard to each insurer qualified to transact only the business of 
reinsuring credit life and credit accident and credit health insurance, the 
commissioner shall collect a nonrefundable annual regulatory fee of three 
thousand dollars ($3,000). One half (14) of the regulatory fee shall be collected 
on April 1, which, notwithstanding § 56-1-501, shall also be the date on or 
before which the insurer’s annual statement shall be filed, and the balance 
shall be collected on September 1 of each year, except that the initial 
regulatory fee collected shall be reduced pro rata to reflect the number of 
months during the year in which the certificate of authority has been in effect. 
The regulatory fees paid into the department under this section shall be held 
by the commissioner as expendable receipts for the purpose of administering 
chapter 7, part 9 of this title. 


History. 
Acts 1988, ch. 667, § 3. 


PART 2 
TAXES 


56-4-201. Companies subject to tax — “Insurance company” defined. 


(a) Every domestic or foreign insurance company writing life, fire, marine, 
fidelity, surety, casualty, liability, or other forms of insurance shall pay directly 
to the commissioner the taxes as provided for in this part. 

(b) As used in this part, “insurance company” means any insurance, fidelity 
or surety company, including any corporation, company, partnership, associa- 
tion, society, order, fraternal or otherwise, individual or aggregation of indi- 
viduals engaging in, or proposing or attempting to engage in, any kind of 
insurance or surety business, including the exchanging of reciprocal or 
interinsurance contracts between individuals, partnerships and corporations. 


History. 

Acts 1945, ch. 3, § 1; C. Supp. 1950, 
§ 1248.41 (Williams, § 1248.169); impl. am. 
Acts 1971, ch. 137, § 2; T.C.A. (orig. ed), § 56- 
405. 


Cross-References. 
Converted stock or mutual life insurance 
company, liability for tax, § 56-25-306. 


Section to Section References. 
This part is referred to in §§ 56-21-125, 56- 
22-114, 56-23-108, 56-26-204. 


Sections 56-4-201 — 56-4-218 are referred to 
in § 56-4-202. 

Sections 56-4-201 — 56-4-214 are referred to 
in §§ 56-4-217. 

Sections 56-4-201— 56-4-208 are referred to 
in § 67-4-2008. 

This section is referred to in §§ 56-4-205, 
56-4-210. 


Law Reviews. 
Constitutional Law — 1954 Tennessee Sur- 
vey, 7 Vand. L. Rev. 763. 


NOTES TO DECISIONS 


1. Liability of Reinsurer. 
Under former law, a foreign insurance com- 
pany, not authorized to do business in this 


state, could reinsure risks of a complying com- 
pany, without making the reinsurer a broker 
subject to tax on brokers, or to premium tax. 
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Volunteer State Life Ins. Co. v. Caldwell, 157 
Tenn. 241, 7 S.W.2d 803, 1927 Tenn. LEXIS 69 
(1928). 


56-4-202. Associations exempt. 
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56-4-204 


Sections 56-4-201—56-4-218 do not apply to fraternal benefit associations 
and societies as defined in chapter 25 of this title, nor to those exempt from the 


provisions provided in § 56-25-704. 


History. 

Acts 1945, ch. 3, § 7; C. Supp. 1950, 
§ 1248.47 (Williams, § 1248.175); T.C.A. (orig. 
ed.), § 56-406; Acts 1990, ch. 703, § 2. 


Compiler’s Notes. 

Section 56-25-1704 referenced in this section 
was renumbered as 56-25-704 by the authority 
of the code commission in 2016. 


56-4-203. State purposes only. 


Section to Section References. 

Sections 56-4-201 — 56-4-214 are referred to 
in § 56-4-217. 

Sections 56-4-201— 56-4-208 are referred to 
in § 67-4-2008. 


The tax imposed by this part shall be for state purposes only, and no county 
or city shall be authorized to levy or collect a like tax. 


History. 
Acts 1953, ch. 49, § 1 (Williams, § 1248.169); 
T.C.A. (orig. ed.), § 56-407. 


Section to Section References. 
Sections 56-4-201 — 56-4-218 are referred to 
in § 56-4-202. 


Sections 56-4-201 — 56-4-214 are referred to 
in § 56-4-217. 

Sections 56-4-201— 56-4-208 are referred to 
in § 67-4-2008. 


56-4-204. “Gross premiums” defined. 


As used in this part, “gross premiums” means maximum gross premiums as 
provided in the policy contracts, new and renewal, including policy or mem- 
bership fees, whether paid in part or in whole by cash, automatic premium 
loans, dividends applied in any manner whatsoever, and without deduction or 
exclusion of dividends in any manner; but excluding premiums returned on 
cancelled policies, or on account of reduction in rates, or reductions in the 
amount insured or experience rating refunds on life insurance policies and 


disability insurance policies. 


History. 

Acts 1945, ch. 3, § 1; C. Supp. 1950, 
§ 1248.41 (Williams, § 1248.169); Acts 1977, 
ch. 220, § 1; T.C.A. (orig. ed.), § 56-412. 


Cross-References. 

Credit life insurance, retrospective rate cred- 
its, computation of tax on gross premiums, 
§ 56-7-906. 


Section to Section References. 

Sections 56-4-201 — 56-4-218 are referred to 
in § 56-4-202. 

Sections 56-4-201 — 56-4-214 are referred to 
in § 56-4-217. 

Sections 56-4-201— 56-4-208 are referred to 
in § 67-4-2008. 

This section is referred to in §§ 56-4-205, 
56-7-906. 


NOTES TO DECISIONS 


1. Construction. 
The purpose of this section is to define “gross 


premiums” in order to determine the amount 
upon which the tax is levied. Williams v. Mas- 
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sachusetts Mut. Life Ins. Co., 221 Tenn. 508, 
427 S.W.2d 845, 1968 Tenn. LEXIS 480 (1968). 

“Gross premium receipts,” as the words were 
used in the revenue statutes, were construed 
not to include dividends of policyholders cred- 
ited on their premiums in accordance with the 


construction of the insurance commissioner fol- 
lowed for 35 years, though the commissioner in 
1932 gave the words a construction to the 
contrary. New England Mut. Life Ins. Co. v. 
Reece, 169 Tenn. 84, 83 S.W.2d 238, 1935 Tenn. 
LEXIS 19 (1935) (decision under prior law). 


56-4-205. Tax on gross premiums — Due date for payment of tax — 


Minimum stipulated. 


(a)(1)(A) All insurance companies writing the forms of insurance enumer- 
ated in § 56-4-201, except life insurance companies and fraternal benefit 
associations, orders or societies, and except insurance companies and 
self-insurers covered by §§ 56-4-206 and 56-4-207, shall pay two and one 
half percent (2.5%) on gross premiums paid by or for policyholders residing 
in this state or on property located in this state. Domestic and foreign life 
insurance companies shall pay a tax equal to one and three fourths 
percent (1.75%) of gross premiums received from citizens of and residents 
of this state. 

(B) Any governmental agency operating as a self-insurer and contracts 
either for a percentage or a flat fee for the administration of its self- 
insurance plan with an insurance company shall not be obligated to pay 
the premium tax. 

(2) The taxes shall be reported and payable in an electronic format 
approved by the commissioner on a quarterly basis with payments being due 
on or before June 1, August 20, December 1, and March 1. The taxes shall be 
reported and payable on electronic return forms approved by the commis- 
sioner. Installments of the annual premium taxes due and payable for each 
quarter as described in this section shall be based on the estimated amount 
of gross premiums received during that prior calendar quarter. A final 
payment of tax due for the preceding calendar year shall be made at the time 
each insurance company files its March 1 return. The final payment shall be 
measured by the gross premium, as defined in § 56-4-204, received by the 
respective companies during the calendar year immediately preceding. Any 
insurance company that fails to report and pay any installment of tax, 
promptly and correctly as provided by this section, or that estimates any 
installment of tax to be less than eighty percent (80%) of the amount finally 
shown to be due in any quarter, shall be subject to interest and penalty as 
provided in § 56-4-216 for any underpayment of taxes due and payable for 
that quarter. Any insurance company paying, for each installment required 
in this section, twenty-five percent (25%) of the amount of the annual 
premium taxes reported on its annual return for the preceding year shall not 
be subject to any penalty or interest for the underpayment. 

(3) The minimum amount of tax payable by any company under this 
chapter for the privilege of transacting business for any calendar year shall 
be one hundred fifty dollars ($150). 

(b) For the purposes of this section only, “domestic life insurance company” 


means: 


(1) A life insurance company that maintains in Tennessee: 
(A) The offices of its president and secretary; 
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(B) Its principal administrative and operating offices; and 
(C) Its books and records with regard to insurance transactions; or 
(2) An insurance company authorized only to transact the business of 

reinsuring credit life and credit accident and health insurance, if the 
insurance company otherwise meets the requirements of subdivision (b)(1), 
if and to the extent that the tax imposed in this part on gross premium 
receipts on credit life and credit accident and health insurance is allocated 
pursuant to the reinsurance agreement from the ceding insurer to the 
reinsuring insurer, and the agreements shall be effective to enable the 
reinsuring company to use the premium tax liability so allocated as a credit 
under § 56-4-217; provided, that the ceding company may not use as a credit 
under § 56-4-217 any tax liability allocated by the ceding company to the 
reinsuring company; and provided, further, that no allocation of premium 
tax liability as described in this part shall relieve the ceding company from 
responsibility for payment of the full premium tax and for the filing of sworn 
returns in accordance with this section. 

(c) From revenues generated by the premium tax on fire insurance levied by 
this section, a sum sufficient shall be earmarked for the payment of the pay 
supplement of six hundred dollars ($600) to eligible firefighters by the 
commission on firefighting personnel standards and education pursuant to 
title 4, chapter 24. 


History. 

Acts 1945, ch. 3, § 1; mod. C. Supp. 1950, 
§ 1248.41 (Williams, § 1248.169); Acts 1957, 
ch. 185, § 2; 1967, ch. 174, § 1; impl. am. Acts 
1971, ch. 137, § 2; Acts 1972, ch. 728, § 1; 
1976, ch. 452, § 1; T.C.A. (orig. ed.), § 56-408; 
Acts 1984 (1st E.S.), ch. 4, § 1; 1986, ch. 587, 
§ 1; 1988, ch. 667, § 1; 1988, ch. 10038, § 5; 
1991, ch. 291, § 1; 1994, ch. 770, § 1; 1994, ch. 
1008, § 1; 1995, ch. 304, § 1; 2007, ch. 567,§ 4; 
2015, ch. 155, § 4. 


Code Commission Notes. Former provi- 
sions in subdivisions (a)(1) and (2), concerning 
the percentage of tax on gross premiums for- 
eign life insurance companies were to pay for 
certain calendar years and when those taxes 
were payable, were deleted as obsolete by the 
code commission in 2008. 


Cross-References. 
Business tax, title 67, ch. 4, part 7. 


Credit life insurance, retrospective rate cred- 
its, computation of tax on gross premiums, 
§ 56-7-906. 

Credit on premium tax, § 56-4-211. 

Privilege and excise tax law, title 67, ch. 4. 


Section to Section References. 

Sections 56-4-201 — 56-4-218 are referred to 
in § 56-4-202. 

Sections 56-4-201 — 56-4-214 are referred to 
in § 56-4-217. 

Sections 56-4-201— 56-4-208 are referred to 
in § 67-4-2008. 

This section is referred to in §§ 4-28-102, 
56-2-106, 56-4-206, 56-4-208, 56-4-216, 56-4- 
218, 56-4-221, 56-7-906, 56-12-115, 56-25-304. 


Textbooks. 
Tennessee Jurisprudence, 15 Tenn. Juris., 
Insurance, § 6. 


56-4-206. Tax on workers’ compensation insurers. 


Every insurance company writing workers’ compensation insurance under 
the Workers’ Compensation Law, compiled in title 50, chapter 6, shall be 
subject to and pay a tax of four percent (4%) on gross premiums collected for 
workers’ compensation insurance, plus a surcharge of four tenths of one 
percent (0.4%) on gross premiums, the surcharge to be earmarked for the 
administration of the Tennessee Occupational Safety and Health Act, compiled 
in title 50, chapter 3. This tax shall be paid at the same time and in the same 
manner as the tax levied upon insurance companies by § 56-4-205; provided, 
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that the surcharge of four tenths of one percent (0.4%) on the tax on workers’ 
compensation insurance premiums levied by this section does not apply to any 


employer who employs ten (10) or fewer employees, unless the employer is in 


the business of construction or manufacturing. 


History. 

Acts 1945, ch. 3, § 2; C. Supp. 1950, 
§ 1248.42 (Williams, § 1248.170); T.C.A. (orig. 
ed.), § 56-409; impl. am. Acts 1980, ch. 534, 
§ 1; Acts 1981, ch. 396, §§ 1, 4. 


Section to Section References. 
Sections 56-4-201 — 56-4-218 are referred to 
in § 56-4-202. 


Sections 56-4-201 — 56-4-214 are referred to 
in § 56-4-217. 

Sections 56-4-201— 56-4-208 are referred to 
in § 67-4-2008. 

This section is referred to in §§ 50-6-405, 
56-4-205. 


NOTES TO DECISIONS 


1. Premium Tax. 

Although a tax credit was allowed under 
T.C.A. § 56-4-217(a) for premium taxes paid by 
workers’ compensation self-insurers under 
T.C.A. § 56-4-206, the tax credit for franchise 
and excise taxes paid under former T.C.A. § 56- 
4-217(b) did not apply to self insurers as well. 
Former T.C.A. § 56-4-217(b) was added to the 
statute at the same time and in conjunction 


with 56-4-217(c), which restricted its applica- 
tion to “insurance companies” as defined in 
T.C.A. § 56-1-102(2), therefore the credit de- 
scribed in former T.C.A. § 56-4-217(b) was also 
restricted to insurance companies and did not 
apply to the taxpayer as a workers’ compensa- 
tion self-insurer. Saturn Corp. v. Johnson, 197 
S.W.3d 273, 2006 Tenn. App. LEXIS 252 (Tenn. 
Ct. App. 2006). 


56-4-207. Tax on self-insurers under compensation law. 


(a) If any employer covered by the Workers’ Compensation Law, compiled in 
title 50, chapter 6, carries its own insurance as provided by that chapter, the 
employer shall pay to the commissioner four percent (4%) on the premium that 
the employer would be required to pay if the employer carried the full coverage 
insurance called for with licensed insurance companies; provided, that the tax 
so paid by any employer shall in no instance be less than five dollars ($5.00), 
and a surcharge of four tenths of one percent (0.4%) on the premium the 
employer would have been required to pay, the surcharge to be earmarked for 
the administration of the Tennessee Occupational Safety and Health Act, 
compiled in title 50, chapter 3. The tax shall be paid by the self-insurers to the 
commissioner on or before June 30 of each year. Any company or corporation 
electing to operate as a self-insurer and having been duly qualified as such 
subsequent to June 30 of any year shall pay the tax based on the estimated 
payroll for the balance of the year when the permit is issued; provided, that the 
surcharge of four tenths of one percent (0.4%) on the tax on workers’ 
compensation insurance premiums levied by this section shall not apply to any 
employer who employs ten (10) or fewer employees, unless the employer is in 
the business of construction or manufacturing. 

(b) This section shall not apply to county or municipal governments. 


Section to Section References. 
Sections 56-4-201 — 56-4-218 are referred to 


History. 
Acts 1945, ch. 3, § 2; C. Supp. 1950, 


§ 1248.42 (Williams, § 1248.170); impl. am. _ in § 56-4-202. 
Acts 1971, ch. 137, § 2; T.C.A. (orig. ed.), § 56- Sections 56-4-201 — 56-4-214 are referred to 
410; impl. am. Acts 1980, ch. 534, § 1; Acts in § 56-4-217. 


Sections 56-4-201— 56-4-208 are referred to 
in § 67-4-2008. 


1981, ch. 396, §§ 2, 4; 1984, ch. 962, § 1; 1985, 
ch. 354, § 1. 
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This section is referred to in § 56-4-205. 
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NOTES TO DECISIONS 


1. Fee. 

Surcharge imposed on self-insured employ- 
ers by T.C.A. § 56-4-207(a) on workers’ com- 
pensation premiums was earmarked for the 
administration of the Tennessee Occupational 
Safety and Health Act and was a fee rather 


than a tax and could not be applied as a tax 
credit, T.C.A. § 56-4-217(a). Saturn Corp. v. 
Johnson, 236 S.W.3d 156, 2007 Tenn. App. 
LEXIS 66 (Tenn. Ct. App. Jan. 31, 2007), appeal 
denied, — S.W.3d —, 2007 Tenn. LEXIS 563 
(Tenn. June 18, 2007). 


56-4-208. Additional payment for fire insurance. 


(a) In addition to the premium taxes levied by § 56-4-205, all companies 
writing fire insurance and lines of business having fire coverages as a part of 
the risk rate shall pay three fourths of one percent (0.75%) on that portion of 
the premium applicable to the fire risk for the purpose of executing the fire 
marshal law. 

(b) For the purpose of subsection (a), the following portions of the amounts 
required to be reported by line of business in the annual statement required by 
§ 56-1-501 shall be considered premiums for insurance covering the peril of 


fire: 


(1) Fire lines, one hundred percent (100%); 
(2) Farmowners and homeowners multiple peril, fifty-five percent (55%); 
(3) Commercial multiple peril, fifty percent (50%); 
(4) Inland marine, twenty percent (20%); 
(5) Automobile physical damage, eight percent (8%); and 
(6) Aircraft physical damage, eight percent (8%). 
(c) This tax shall be paid at the same time and in the same manner as the 
tax levied upon insurance companies by § 56-4-205. 


History. 

Acts 1945, ch. 3, § 3; mod. C. Supp. 1950, 
§ 1248.43 (Williams, § 1248.171); Acts 1976, 
ch. 742, § 1; T.C.A. (orig. ed.), § 56-411. 


Cross-References. 
Fire prevention and investigation, title 68, 
ch. 102. 


Section to Section References. 
Sections 56-4-201 — 56-4-218 are referred to 
in § 56-4-202. 


Sections 56-4-201 — 56-4-214 are referred to 
in § 56-4-217. 

Sections 56-4-201— 56-4-208 are referred to 
in § 67-4-2008. 

This section is referred to in § 56-22-114. 


Textbooks. 
Tennessee Jurisprudence, 15 Tenn. Juris., 
Insurance, § 6. 


NOTES TO DECISIONS 


Analysis 


1. In General. 
2. Period of Tax Liability. 


1. In General. 

The payments made pursuant to this section 
were not premium taxes, but fees, and could not 
be credited against excise taxes as premium 
taxes. Memphis Fire Ins. Co. v. Tidwell, 495 
S.W.2d 198, 1973 Tenn. LEXIS 488 (Tenn. 
1973). 


2. Period of Tax Liability. 

The Tennessee statutes authorize a tax on 
the annual premiums received during each six 
months to be paid during the life of the policies 
upon which the premiums are received. Insur- 
ance Co. of North America v. Long, 215 Tenn. 
642, 389 S.W.2d 245, 1965 Tenn. LEXIS 671 
(1965). 


56-4-209 INSURANCE 204 


56-4-209. [Repealed.] 


Compiler’s Notes. T.C.A. (orig. ed.), § 56-413; Acts 1985, ch. 415, 

Former § 56-4-209 (Acts 1945, ch. 3,§ 5,C. § 1), concerning tax on annuity receipts, was 
Supp. 1950, § 1248.45 (Williams, § 1248.173); repealed by Acts 1985, ch. 415, § 2. For current 
Acts 1955, ch. 308, § 1; 1976, ch. 521, § 1; law on tax on annuity receipts, see § 56-4-220. 


56-4-210. “Tennessee securities” defined — Reduction in tax for invest- 
ments in state. 


(a) As used in this chapter, “Tennessee securities” means real estate owned 
by an insurance company described in subdivision (b)(1) in this state; bonds of 
the state of Tennessee; bonds or interest- bearing warrants of any county, city, 
town, school district, municipality or subdivision thereof which is now or may 
hereafter be constituted and authorized to issue bonds or warrants under the 
constitution and laws of this state; notes or bonds secured by mortgage or trust 
deed on property in this state, including those insured by the federal housing 
administration, the farm home administration, the federal government or any 
branch agency, department or bureau thereof; the cash deposits in regular 
established national or state banks or trust companies in this state, and other 
short-term investments, on the basis of average daily balances throughout the 
preceding calendar year; and any other property or security in Tennessee or 
issued by Tennessee corporations in which by law such insurance company 
may invest its funds. 

(b)(1) Any insurance company writing the forms of insurance enumerated in 

§ 56-4-201, except life insurance companies, fraternal benefit associations, 

orders or societies, health and accident insurance companies, life and 

accident insurance companies and nonprofit group hospital service plans, 

meeting the conditions set forth in this section, shall be entitled to a 

reduction of or credit upon its gross premiums tax as provided under this 

part. Any company desiring to qualify for the credit or reduction shall report 
to the commissioner, on or before March 1 of each year, the amount that the 
company had invested on March 31, June 30, September 30, and December 

31 of the year preceding in Tennessee securities, and the amount that it had 

invested on those dates in similar securities in the other state in which it had 

its highest percentage of admitted assets invested. 

(2) If the report of the insurance company shows that the company, as of 
March 31, June 30, September 30, and December 31 of the year preceding 
had invested in Tennessee securities, an amount that was not less than 
seventy percent (70%) nor more than eighty percent (80%) of the amount it 
had invested in similar securities in the other state in which it then had the 
highest percentage of its admitted assets invested, the insurance company’s 
tax on its gross premiums shall be reduced by an amount equal to 
twenty-five percent (25%) of the tax. 

(3) If the report shows the insurance company had invested in the 
Tennessee securities on the date specified in subdivision (a)(1), an amount 
that was in excess of eighty percent (80%) but not more than ninety percent 
(90%) of the amount it had invested in similar securities in the other state in 
which it then had the highest percentage of its admitted assets invested, the 
company’s tax on its gross premiums shall be reduced by an amount equal to 
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fifty percent (50%) of the tax. 

(4) If the report shows the insurance company had invested in the 
Tennessee securities on the date specified in subdivision (a)(1), an amount 
that was in excess of ninety percent (90%) of the amount it had invested in 
similar securities in the other state in which it then had the highest 
percentage of its admitted assets invested, the company’s tax on its gross 
premiums shall be reduced by an amount equal to seventy-five percent (75%) 
of the tax. | 

(5) Subdivisions (b)(1)-(4) shall only be applicable to a company having 
investments, as shown by the report, in Tennessee securities equal to at least 
twenty-five percent (25%) of its total admitted assets, extended at each 
quarterly statement value. 

(c)(1) For the purposes of this section, the securities of such insurance 

company invested in another state in which it then had the highest 

percentage of its admitted assets invested, as shown in the report, includes: 

(A) Bonds of the other state; 

(B) Bonds or interest bearing warrants of any county, city, town, school 
district, municipality or subdivision of any county, city, town, school 
district or municipality, valued at amortized or market value; notes or 
bonds secured by mortgage or trust deed on property in the other state, 
including those insured by the federal housing administration, the farm 
home administration, the federal government or any branch agency, 
department or bureau of the federal government, valued at unpaid 
principal; 

(C) The cash deposits in regular established national or state banks or 
trust companies, and other short-term investments, in such other state on 
the basis of average daily balances throughout the preceding calendar 
year; and 

(D) Any other property or security in such other state or issued by 
corporations domiciled in such other state in which by law such insurance 
company may invest its funds. 

(2) Values of the property or security listed in subdivision (c)(1) are to be 
valued at market value for purposes of determining the percentage of 
investment between investments in this state and investments in the other 
state with the highest percentage of admitted assets invested. 

(d) The reduction or credit provided by this section shall not be applicable 
with respect to the gross premium tax on premiums paid under policies of 
insurance directly or indirectly reinsured with any affiliate or affiliates of the 
company that is the direct writer of the policies, unless the affiliates that 
actually bear the risk of loss under the reinsurance arrangements would, if 
considered on a consolidated basis, qualify for the reduction or credit were the 
affiliates the direct writer. 

(e)(1) If a workers’ compensation self-insurance pool established in § 50-6- 

405(c) invests in excess of eighty percent (80%) of its assets, as determined 

by generally accepted accounting principles, as of December 31 of the 

preceding year, in Tennessee securities, the workers’ compensation self- 
insurance pools’ taxes on its gross premiums shall be reduced by an amount 
equal to fifty percent (50%) for the current year. 
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(2) Aworkers’ compensation self-insurance pool desiring to qualify for the 
credit or reduction shall report to the commissioner on or before March 1 of 
each year, the amount the pool had invested as of December 31 of the year 
preceding with cash and short-term investments based on average daily 
balances. 
(f) As used in this section: 

(1) “Affiliate” means any insurance company that controls, is controlled 
by, or is under common control with the insurer writing the policies; and 

(2) “Control” means the possession, direct or indirect, of the power to 
direct or cause the direction of the management and policies of a company. 
“Control” is deemed to exist if any company, directly or indirectly, owns, 
controls, holds with power to vote, or holds proxies representing more than 
eighty percent (80%) of the voting securities of any other company. 


History. Section to Section References. 


Acts 1953, ch. 49, § 1 (Williams, § 1248.169); 
impl. am. Acts 1971, ch. 137, § 2; 1974, ch. 568, 
§§ 1, 2; T.C.A. (orig. ed.), § 56-414; Acts 1980, 
ch. 507, § 1; 1998, ch. 1015, § 1; 2015, ch. 155, 
§§ 5-10. 


Section to Section References. 
Sections 56-4-210 — 56-4-214 are referred to 
in § 67-4-2005. 


Textbooks. 
Tennessee Jurisprudence, 15 Tenn. Juris., 
Insurance, § 6. 


Sections 56-4-201 — 56-4-218 are referred to 
in § 56-4-202. 

Sections 56-4-201 — 56-4-214 are referred to 
in § 56-4-217. 

Sections 56-4-210 — 56-4-214 are referred to 
in 67-4-2005. 

This section is referred to in § 50-6-405. 


NOTES TO DECISIONS 


Analysis 


1. Nature and Effect. 
2. Credit Against Reciprocity Tax. 


1. Nature and Effect. 

This section does not specify a lower tax rate 
or provide tax exemption but merely offers to 
insurance companies a credit against their tax 
liability for investment in Tennessee securities. 
Williams v. Thomas Jefferson Ins. Co., 215 
Tenn. 356, 385 S.W.2d 908, 1965 Tenn. LEXIS 
623 (1965). 


2. Credit Against Reciprocity Tax. 
An insurance company which is subject to the 


retaliatory or reciprocity tax provided by § 56- 
4-218 is entitled to the credits provided by this 
section. Williams v. Thomas Jefferson Ins. Co., 
215 Tenn. 356, 385 S.W.2d 908, 1965 Tenn. 
LEXIS 623 (1965). 

This section and § 56-4-218 are to be con- 
strued together, in harmony with each other, so 
as not to make them repugnant to each other. 
Williams v. Thomas Jefferson Ins. Co., 215 
Tenn. 356, 385 S.W.2d 908, 1965 Tenn. LEXIS 
623 (1965). 


56-4-211. Credit for valuation of policies fees. 


The charge for valuation of life policies as contained in § 56-4-101 shall be 
allowed as a credit against the premium taxes collected under this part 
whenever the charges are paid to the commissioner as provided by that section; 
provided, that no credit shall be allowed for any valuation fees paid prior to 
January 1, 1945. 


History. 


@§ 1248.44 (Williams, § 1248.172); impl. am. 
Acts 1945, ch. 3, § 4; C. Supp. 1950, 


Acts 1971, ch. 137, § 2; T.C.A. (orig. ed), § 56- 
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415. 


Compiler’s Notes. 

The charge for valuation of life policies, re- 
ferred to in this section, is not contained in 
§ 56-4-191. 


Section to Section References. 
Sections 56-4-201 — 56-4-218 are referred to 
in § 56-4-202. 


FEES AND TAXES 


56-4-213 


Sections 56-4-201 — 56-4-214 are referred to 
in § 56-4-217. 

Sections 56-4-210 — 56-4-214 are referred to 
in § 67-4-2005. 

This section is referred to in § 56-35-107. 


56-4-212. Period covered by payments. 


The taxes imposed under this part shall be for the privilege of transacting 
business for each calendar quarter of each year but shall be measured by the 
gross premiums and consideration received by the respective companies 
during the quarter immediately preceding. 


History. 

Acts 1945, ch. 3, § 8; C. Supp. 1950, 
§ 1248.48 (Williams, § 1248.176); modified; 
T.C.A. (orig. ed), § 56-416; Acts 2015, ch. 155, 
§ 11. 


Cross-References. 
See notes under heading “Merged Corpora- 
tions,” § 56-4-215, Notes to Decisions. 


Section to Section References. 

Sections 56-4-201 — 56-4-218 are referred to 
in § 56-4-202. 

Sections 56-4-201 — 56-4-214 are referred to 
in § 56-4-217. 

Sections 56-4-210 — 56-4-214 are referred to 
in § 67-4-2005. 


NOTES TO DECISIONS 


Analysis 


1. Period of Tax Liability. 
2. Credit Restricted te Insurance Companies. 


1. Period of Tax Liability. 

The Tennessee statutes authorize a tax on 
the annual premiums received during each six 
months to be paid during the life of the policies 
upon which the premiums are received. Insur- 
ance Co. of North America v. Long, 215 Tenn. 
642, 389 S.W.2d 245, 1965 Tenn. LEXIS 671 
(1965). 


2. Credit Restricted to Insurance Compa- 
nies. 
Although a tax credit was allowed under 


T.C.A. § 56-4-217(a) for premium taxes paid by 
workers’ compensation self-insurers under 
T.C.A. § 56-4-206, the tax credit for franchise 
and excise taxes paid under former T.C.A. § 56- 
4-217(b) did not apply to self insurers as well. 
Former T:C.A. § 56-4-217(b) was added to the 
statute at the same time and in conjunction 
with 56-4-217(c), which restricted its applica- 
tion to “insurance companies” as defined in 
T.C.A. § 56-1-102(2), therefore the credit de- 
scribed in former T.C.A. § 56-4-217(b) was also 
restricted to insurance companies and did not 
apply to the taxpayer as a workers’ compensa- 
tion self-insurer. Saturn Corp. v. Johnson, 197 
S.W.3d 273, 2006 Tenn. App. LEXIS 252 (Tenn. 
Ct. App. 2006). 


56-4-213. Exemption from other taxes. 


(a) The payment of the taxes provided in this part shall be in lieu of all other 
taxes, except as provided in § 56-4-217, except ad valorem taxes upon real and 
personal property, and except fees required by law of the companies. _ 

(b) Nothing in this section shall be construed to provide an exemption from 
the sales and use tax imposed by title 67, chapter 6. 


History. 
Acts 1945, ch. 3, § 6; mod. C. Supp. 1950, 


§ 1248.46 (Williams, § 1248.174); T.C.A. (orig. 
ed.), § 56-417; Acts 2005, ch. 499, § 22. 


56-4-214 


Section to Section References. 

Sections 56-4-201 — 56-4-218 are referred to 
in § 56-4-202. 

Sections 56-4-201 — 56-4-214 are referred to 
in § 56-4-217. 
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Sections 56-4-210 — 56-4-214 are referred to 
in § 67-4-2005. 
This section is referred to in § 56-35-1077. 


56-4-214. Liability after ceasing to transact new business. 


Any insurance company ceasing for any cause to transact new business in 
this state shall continue to pay the taxes provided in this part in accordance 


with § 56-4-215. 


History. 

Acts 1945, ch. 3, § 1; C. Supp. 1950, 
§ 1248.41 (Williams, § 1248.169); T.C.A. (orig. 
ed.), § 56-418. 


Section to Section References. 
Sections 56-4-201 — 56-4-218 are referred to 
in § 56-4-202. 


Sections 56-4-201 — 56-4-214 are referred to 
in § 56-4-217. 

Sections 56-4-210 — 56-4-214 are referred to 
in § 67-4-2005. 


NOTES TO DECISIONS 


1. Period of Tax Liability. 

The Tennessee statutes authorize a tax on 
the annual premiums received during each six 
months to be paid during the life of the policies 


upon which the premiums are received. Insur- 
ance Co. of North America v. Long, 215 Tenn. 
642, 389 S.W.2d 245, 1965 Tenn. LEXIS 671 
(1965). 


56-4-215. Foreign companies — Tax upon business in force upon 
ceasing to transact new business — Failure to pay tax, 
penalty — Condition to obtain or renew license. 


(a) A foreign insurance company that takes out or renews a license to 
transact business in this state shall, upon the expiration of their license for any 
cause, or upon their ceasing to transact new business in this state, continue to 
pay the same tax upon its business remaining in force in this state, and in like 
manner and at like times as other duly licensed insurance companies of the 
same class are required to pay by any current law in force at that time. 

(b) Such foreign companies that fail to pay the taxes required of them by 
this section, within sixty (60) days after the taxes are due, shall be liable for a 
penalty of fifty percent (50%) in addition to the taxes, recoverable at law or in 
equity. . 

(c) Compliance with this section shall be a condition upon which any foreign 
insurance company shall be authorized to obtain or renew a license, and the 
acceptance of these terms or conditions shall be conclusively presumed from 
the taking out or the renewing of the license. 


History. 

Acts 1908, ch. 442, 8§ 2-4; Shan., §§ 3302a2- 
3302a4; Code 1932, §§ 6120-6122; T.C.A. (orig. 
ed.), § 56-419. 


This section is referred to in § 56-4-214. 


Law Reviews. 
Taxation — Foreign Corporations After With- 


j ; drawal from State, 16 Tenn. L. Rev. 1005. 
Section to Section References. 


Sections 56-4-201 — 56-4-218 are referred to 
in § 56-4-202. 
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56-4-216 


NOTES TO DECISIONS 


Analysis 


1. Tax on Withdrawal. 
2. Merged Corporations. 


1. Tax on Withdrawal. 

Foreign life insurance company which had 
withdrawn from the state was subject to privi- 
lege tax based on premiums of unmatured 
policies issued while in the state and the impo- 
sition of such tax was not a violation of due 
process. State v. Continental Assurance Co., 
176 Tenn. 1, 1387 S.W.2d 277, 1939 Tenn. LEXIS 
94 (1940), rehearing denied, 176 Tenn. 1, 138 
S.W.2d 447 (1940), appeal dismissed, Continen- 
tal Assurance Co. v. Tennessee, 311 U.S. 5, 61S. 
Ct. 1, 85 L. Ed. 5, 1940 U.S. LEXIS 211 (Oct. 21, 
1940), appeal dismissed, Continental Assur- 


Collateral References. 

Discrimination by state against foreign in- 
surance corporations in imposition of taxes and 
license fees. 49 A.L.R. 726, 77 A.L.R. 1490. 


56-4-216. Delinquency. 


ance Co. v. Tennessee, 311 U.S. 5, 61S. Ct. 1, 85 
L. Ed. 5, 1940 U.S. LEXIS 211 (Oct. 21, 1940). 


2. Merged Corporations. 

Foreign insurance company which merged 
with subsidiary and assumed debts and obliga- 
tions of subsidiary including taxes was liable 
for privilege tax on gross premiums received 
from policy holders of subsidiary company after 
the merger became effective as this section not 
only applies to companies which have with- 
drawn from the state while continuing to do 
business elsewhere but also to a liquidated 
corporation whose assets and liabilities are 
assumed by another. Insurance Co. of North 
America v. Long, 215 Tenn. 642, 389 S.W.2d 
245, 1965 Tenn. LEXIS 671 (1965). 


Taxes, permissible classification of foreign 
companies which will justify discrimination 
among them. 83 A.L.R. 464. 


(a)(1) Any foreign or domestic company failing and neglecting to make 
returns and payments promptly and correctly as provided by § 56-4-205 
shall forfeit and pay to the state, in addition to the amount of these taxes, an 
amount equal to five percent (5%) for the first month or fractional part of the 
first month of delinquency; provided, that should the period of delinquency 
exceed one (1) month, the rate of penalty will be an additional five percent 
(5%) for the second month or fractional part of the second month and penalty 
thereafter at the rate of one half of one percent (0.5%) per month of the 
amount of tax due, the maximum penalty not to exceed ten thousand dollars 
($10,000) for any company not more than three (3) days delinquent. All 
delinquencies shall bear interest at the rate of ten percent (10%) per annum 
from the date the amount was due until paid. The penalty and interest shall 
apply to any part of the tax unpaid by the due date and no penalty or interest 
may be waived. 

(2) The commissioner has the discretion, for good cause shown, upon 
application made in advance of the delinquency date, to grant an extension 
of time not to exceed sixty (60) days, to the company to file the premium tax 
returns and pay the tax imposed in this part, without penalty attached, but 
the tax shall bear interest as provided in subdivision (a)(1) from the date the 
amount was due. 

(3) For good cause shown, the commissioner may grant an exemption 
from the electronic reporting requirements of § 56-4-205 and permit timely 
filings and payments by nonelectronic means upon application made in 
advance of the delinquency date. 

(b) Any company failing to pay the tax due plus penalty and interest for 
sixty (60) days beyond the due date shall thereafter be debarred from 
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transacting any business of insurance in the state until these taxes and 
penalties are fully paid, and the commissioner shall revoke the certificate of 
authority granted to the agent or agents for that company to transact business 
in the state. 

(c) Notwithstanding any other statutes of this state, no grace period for the 
filing of returns and payments shall be allowed. | 
(d) Apremium tax return and payment made to the department shall not be 
considered as paid on or before the due date unless the premium tax return 
and payment are received in the office of the commissioner, in the electronic 

manner approved by the commissioner, on or before the due date. 

(e) If an exemption is granted pursuant to subdivision (a)(3), a premium tax 
return and payment made to the department shall not be considered as paid on 
or before the due date unless: 

(1) The premium tax return and payment are received in the office of the 

commissioner on or before the due date; 

(2) (A) The premium tax return and payment bear a post office cancella- 
tion mark stamped by the United States postal service on or before the due 
date, or are mailed by certified or registered mail, or have a certificate of 
mailing on or before the due date. A premium tax return and payment 
received by the department bearing a metered mail stamp and no post 
office cancellation mark stamped by the United States postal service shall 
be deemed filed and received on the date the premium tax return arrives 
at the department; 

(B) In the event a premium tax return and payment are mailed, but not 
received by the department, or received, and the cancellation mark is 
illegible or omitted, the return and payment shall be deemed filed and 
received, on the date they were mailed, if the sender establishes that the 
premium tax return and payment were deposited in the United States 
mail. In order to establish proof of mailing under these circumstances, a 
record authenticated by the United States postal service that the original 
mailing was sent registered mail, certified mail, or by certificate of 
mailing, shall be the only proof accepted by the department; or 
(3) The premium tax and payment are received in a manner established 

by the commissioner by rules. The rules may provide for the filing of 

premium tax returns and payments to be made through electronic means. 

The commissioner is also authorized to promulgate rules that provide for a 

convenience fee to cover the cost of accepting electronic premium tax returns 

and payments. Any fee set by rule under the authority of this subdivision 

(e)(3) may be assessed in addition to any applicable penalty and interest. In 

no event shall the convenience fee exceed the actual costs incurred by the 

department in accepting electronic premium tax returns and payments. 


History. 

Acts 1975, ch. 114, § 1; 1977, ch. 45, § 1; 
T.C.A., § 56-420; Acts 1984, ch. 635, § 1; 1991, 
ch. 291, §§ 2-6; 2006, ch. 1018, § 2; 2015, ch. 
155, §§ 12, 13. 


Compiler’s Notes. 
Acts 2006, ch. 1018, § 6 provided that the 
commissioner is authorized to promulgate rules 


and regulations to effectuate the purposes of 
the act. The rules and regulations shall be 
promulgated in accordance with the Uniform 
Administrative Procedures Act, complied in 
title 4, chapter 5. 


Cross-References. 
Certified mail in lieu of registered mail, § 1- 
3-111. 
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Section to Section References. 

Sections 56-4-201 — 56-4-218 are referred to 
in § 56-4-202. 

This section is referred to in §§ 50-6-405, 
56-4-205, 56-22-114, 56-32-124, 56-35-107. 
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Law Reviews. 
Taxation — Foreign Corporations After With- 
drawal from State, 16 Tenn. L. Rev. 1005. 


NOTES TO DECISIONS 


Analysis 


. Construction. 

. Applicability. 

. Liability of Reinsurer. 
Time for Paying Tax. 


. Construction. 

Subdivisions (c)(2) and (c)(3) are unambigu- 
ous and, therefore, must be interpreted accord- 
ing to their plain meanings. Safeco Ins. Co. v. 
State, 840 S.W.2d 355, 1992 Tenn. LEXIS 555 
(Tenn. 1992). 


2. Applicability. 

Subdivision (c)(3), by its specific terms, was 
not applicable where the returns and payments 
were received bearing a metered mail stamp 
and no post office cancellation mark stamped by 
the United States post office, precisely the 


circumstances that brought the case within the 
terms of subdivision (c)(2), not subdivision 
(c)(3). Safeco Ins. Co. v. State, 840 S.W.2d 355, 
1992 Tenn. LEXIS 555 (Tenn. 1992). 


3. Liability of Reinsurer. 

A foreign insurance company, not authorized 
to do business in this state, may reinsure risks 
of a complying company, without making the 
reinsurer a broker subject to tax on brokers, or 
to premium tax imposed above. Volunteer State 
Life Ins. Co. v. Caldwell, 157 Tenn. 241, 7 
S.W.2d 803, 1927 Tenn. LEXIS 69 (1928). 


4, Time for Paying Tax. 

The reference in this section to § 56-4-205 
refers primarily to the time for paying the tax. 
Republic Ins. Co. v. Oakley, 637 S.W.2d 448, 
1982 Tenn. LEXIS 336 (Tenn. 1982). 


56-4-217. Credit against franchise and excise taxes. 


(a) The amount of the premium taxes collected under §§ 56-4-201 — 
56-4-214 shall be a single credit against the sum total of the taxes imposed by 
the Franchise Tax Law, compiled in title 67, chapter 4, part 21, and by the 
Excise Tax Law, compiled in title 67, chapter 4, part 20. 

(b) For tax years beginning on or after December 15, 2002, the excise tax 
imposed by title 67, chapter 4, part 20, and the franchise tax imposed by title 
67, chapter 4, part 21, shall no longer be applicable to insurance companies, as 


defined in § 56-1-102. 


History. 
Acts 1945, ch. 3, § 4; 1947, ch. 201, § 1; mod. 
C. Supp. 1950, § 1248.44 (Williams, 


§ 1248.172); T.C.A. (orig. ed.), § 56-421; Acts 
1997, ch. 508, § 1; 2008, ch. 1106, § 54. 


Cross-References. 
Credit against franchise tax, § 67-4-2109. 


Credit on excise tax, § 67-4-2009. 


Section to Section References. 

Sections 56-4-201 — 56-4-218 are referred to 
in § 56-4-202. 

This section is referred to in §§ 56-4-205, 
56-4-213, 56-4-221, 56-35-107, 67-4-2009, 67-4- 
2109. 


NOTES TO DECISIONS 


Analysis 


1. Credits Excluded. 
2. Credit Restricted to Insurance Companies. 


1. Credits Excluded. 

The payments made pursuant to § 56-4-208, 
commonly called the fire marshal’s tax, were 
not premium taxes, but fees, and could not be 
credited against excise taxes as premium taxes. 


Memphis Fire Ins. Co. v. Tidwell, 495 S.W.2d 
198, 1973 Tenn. LEXIS 488 (Tenn. 1973). 
Surcharge imposed on self-insured employ- 
ers by T.C.A. § 56-4-207(a) on workers’ com- 
pensation premiums was earmarked for the 
administration of the Tennessee Occupational 
Safety and Health Act and was a fee rather 
than a tax and could not be applied as a tax 
credit, T.C.A. § 56-4-217(a). Saturn Corp. v. 


56-4-218 


Johnson, 236 S.W.3d 156, 2007 Tenn. App. 
LEXIS 66 (Tenn. Ct. App. Jan. 31, 2007), appeal 
denied, — S.W.3d —, 2007 Tenn. LEXIS 563 
(Tenn. June 18, 2007). 


2. Credit Restricted to Insurance Compa- 
nies. 

Although a tax credit was allowed under 
T.C.A. § 56-4-217(a) for premium taxes paid by 
workers’ compensation self-insurers under 
T.C.A. § 56-4-206, the tax credit for franchise 
and excise taxes paid under former T.C.A. § 56- 
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4-217(b) did not apply to self insurers as well. 
Former T.C.A. § 56-4-217(b) was added to the 
statute at the same time and in conjunction 
with 56-4-217(c), which restricted its applica- 
tion to “insurance companies” as defined in 
T.C.A. § 56-1-102(2), therefore the credit de- 
scribed in former T.C.A. § 56-4-217(b) was also 
restricted to insurance companies and did not 
apply to the taxpayer as a workers’ compensa- 
tion self-insurer. Saturn Corp. v. Johnson, 197 
S.W.3d 273, 2006 Tenn. App. LEXIS 252 (Tenn. 
Ct. App. 2006). 


56-4-218. Reciprocity of treatment. 


(a) When, by the laws of any other state or foreign country, any premium or 
income or other taxes, or any fees, fines, penalties, licenses, deposit require- 
ments or other obligations, prohibitions or restrictions are imposed upon 
Tennessee insurance companies doing business in the other state or foreign 
country, or upon their agents in the other state or foreign country, that are in 
excess of the taxes, fees, fines, penalties, licenses, deposit requirements or 
other obligations, prohibitions or restrictions imposed upon the insurance 
companies of the other state or foreign country doing business in this state, or 
that might seek to do business in this state, or upon their agents in the state, 
so long as the laws continue in force, the same premium or income or other 
taxes, or fees, fines, penalties, licenses, deposit requirements or other obliga- 
tions, prohibitions and restrictions of whatever kind shall be imposed upon the 
companies of the other state or foreign country doing business in this state, or 
upon their agents in this state. The commissioner shall compute the burden of 
premium taxes on the basis of the basic premium tax rate levied by the laws of 
the other state or foreign country for the kind of business transacted without 
reduction in the basic premium rate for investments that a like Tennessee 
company may qualify for or as a result of investments the company may have 
made in Tennessee securities. Any tax, license or other obligation imposed by 
any city, county or other political subdivision of a state or foreign country on 
the Tennessee insurance companies shall be deemed to be imposed by the state 
or foreign country within the meaning of this section, and the commissioner, 
for the purpose of this section, shall compute the burden of the tax, license or 
other obligation on an aggregate statewide or foreign countrywide basis as an 
addition to the rate of tax and to the charges that are or would be payable by 
similar Tennessee insurance companies in the state or foreign country. This 
section shall be applied on a retaliatory basis without consideration of any 
reciprocity an insurance company domiciled in another state or foreign country 
may claim due to lower premium or income or other taxes, or lower fees, fines, 
penalties, licenses, deposit requirements or other obligations, prohibitions or 
restrictions that are imposed upon the insurance companies of other states or 
foreign countries doing business in this state. Each foreign insurance company 
doing business in this state shall furnish, over the signature and oath of its 
responsible officers, the necessary information for the computation of the taxes 
upon forms prescribed by the commissioner. The commissioner may issue any 
and all necessary regulations to carry out the purposes of this section. This 
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section shall not apply to ad valorem taxes on real or personal property, to 
personal income taxes, or to any examination fees provided in § 56-1-413. 
(b) The time, period and manner of payment of the retaliatory tax shall be 
the same in all cases as that of the gross premium tax provided for in 
§ 56-4-205, and no interest charges or credits shall be made or allowed for use 
or loss of use of funds due to any conflict of the time, period or manner of 
payment in this state and the time, period or manner in a foreign state or 


country. 


History. 

Acts 1945, ch. 3, § 9; C. Supp. 1950, 
§ 1248.49 (Williams, § 1248.177); Acts 1953, 
ch. 49, § 2; 1957, ch. 185, § 1; 1965, ch. 232, 
§ 1; 1979, ch. 314, § 1; T.C.A. (orig. ed.), § 56- 
423; Acts 1985, ch. 354, § 2; 2015, ch. 155, 
§ 14. 


Section to Section References. 
Sections 56-4-201 — 56-4-218 are referred to 
in § 56-4-202. 


Textbooks. 
Tennessee Jurisprudence, 15 Tenn. Juris., 
Insurance, § 6. 


NOTES TO DECISIONS 


Analysis 


. Constitutionality. 
Purpose of Section. 
Construction. 

Tax Credits. 

Tax Properly Imposed. 
. Imposition of Tax. 


SS aie, bo 


. Constitutionality. 

Tennessee’s retaliatory insurance premium 
tax statute is constitutional. Old Republic Ins. 
Co. v. State, — S.W.3d —, 2014 Tenn. App. 
LEXIS 457 (Tenn. Ct. App. July 31, 2014), rev'd, 
Chartis Cas. Co. v. State, — S.W.3d —, 2015 
Tenn. LEXIS 813 (Tenn. Oct. 2, 2015). 

Tennessee retaliatory tax was constitutional 
under United States Constitution. Great Am. 
Ins. Co. v. State, — S.W.3d —, 2014 Tenn. App. 
LEXIS 464 (Tenn. Ct. App. July 31, 2014), 
appeal denied, Great Am. Ins. Co. v. State, — 
S.W.3d —, 2015 Tenn. LEXIS 35 (Tenn. Jan. 16, 
2015). 


2. Purpose of Section. 

The legislative purpose of the retaliatory 
insurance tax statute is to protect Tennessee 
insurance companies by encouraging foreign 
jurisdictions not to impose heavier burdens on 
Tennessee companies than Tennessee imposes 
upon their companies who come here to do 
business. Republic Ins. Co. v. Oakley, 637 
S.W.2d 448, 1982 Tenn. LEXIS 336 (Tenn. 
1982). 


3. Construction. 

Section 56-4-210 and this section are to be 
construed together, in harmony with each 
other, so as not to make them repugnant to each 
other. Williams v. Thomas Jefferson Ins. Co., 
215 Tenn. 356, 385 S.W.2d 908, 1965 Tenn. 
LEXIS 623 (1965). 

Pennsylvania insurers acting in Tennessee 
were liable for retaliatory taxes based on sur- 


charges in 77 Pa.C.S. §§ 1000.2, 516, and 999 
because 34 Pa. Code § 121.33(4) showed insur- 
ers, aS opposed to employers, were ultimately 
liable for the surcharges, despite 71 Pa.C.S. 
§ 578, so the surcharges were imposed on Ten- 
nessee insurers doing business in Pennsylva- 
nia. ACE Am. Ins. Co. v. State, — S.W.3d —, 
2014 Tenn. App. LEXIS 460 (Tenn. Ct. App. 
July 31, 2014), rev'd, Chartis Cas. Co. v. State, 
— S.W.3d —, 2015 Tenn. LEXIS 813 (Tenn. Oct. 
2, 2015). 

Charges imposed by New York on Tennessee 
insurers doing business in New York were in- 
cludable in a retaliatory tax calculation be- 
cause the charges (1) were not charges paid by 
policyholders, so the charges were imposed on 
the insurers, under N.Y. Workers’ Comp. Law 
§ 151(2)(c); and (2) were not an administrative 
pass through of a tax. Chubb Indem. Ins. Co. v. 
State, — S.W.3d —, 2014 Tenn. App. LEXIS 465 
(Tenn. Ct. App. July 31, 2014), appeal denied, 
Chubb Indem. Ins. Co. v. State, — S.W.3d —, 
2015 Tenn. LEXIS 38 (Tenn. Jan. 16, 2015). 

Charges imposed by New York on Tennessee 
insurers doing business in New York were not 
includable in a retaliatory tax calculation be- 
cause the charges were fees imposed on policy- 
holders which the insurers were required to 
collect and forward to the state pursuant to an 
essentially ministerial function. Chubb Indem. 
Ins. Co. v. State, — S.W.3d —, 2014 Tenn. App. 
LEXIS 465 (Tenn. Ct. App. July 31, 2014), 
appeal denied, Chubb Indem. Ins. Co. v. State, 
— §.W.3d —, 2015 Tenn. LEXIS 38 (Tenn. Jan. 
16, 2015). 

Tennessee Department of Commerce and In- 
surance (Department) did not violate due pro- 
cess by changing position on the calculation of a 
retaliatory tax on New York insurers because 
the Department merely recalculated the tax 
after becoming aware of new information. 
Chubb Indem. Ins. Co. v. State, — S.W.3d —, 
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2014 Tenn. App. LEXIS 465 (Tenn. Ct. App. 
July 31, 2014), appeal denied, Chubb Indem. 
Ins. Co. v. State, — S.W.3d —, 2015 Tenn. 
LEXIS 38 (Tenn. Jan. 16, 2015). 

Tennessee Department of Commerce and In- 
surance (Department) did not violate equal 
protection by imposing a retaliatory tax on New 
York insurers because deterring barriers to 
interstate insurance business by imposing the 
tax was a legitimate state purpose. Chubb 
Indem. Ins. Co. v. State, — S.W.3d —, 2014 
Tenn. App. LEXIS 465 (Tenn. Ct. App. July 31, 
2014), appeal denied, Chubb Indem. Ins. Co. v. 
State, — S.W.3d —, 2015 Tenn. LEXIS 38 
(Tenn. Jan. 16, 2015). 

Imposition of a retaliatory tax on New York 
insurers did not violate the full faith and credit 
clause in U.S. Const. art. IV, § 1 because no 
misconstruction of New York law was brought 
to the court’s attention. Chubb Indem. Ins. Co. 
v. State, — S.W.3d —, 2014 Tenn. App. LEXIS 
465 (Tenn. Ct. App. July 31, 2014), appeal 
denied, Chubb Indem. Ins. Co. v. State, — 
S.W.3d —, 2015 Tenn. LEXIS 38 (Tenn. Jan. 16, 
2015). 

Imposing a retaliatory tax on New York in- 
surers did not violate the commerce clause 
because the McCarran-Ferguson Act removes 
entirely any commerce clause restriction on 
Tennessee’s power to tax the insurance busi- 
ness. Chubb Indem. Ins. Co. v. State, — S.W.3d 
—, 2014 Tenn. App. LEXIS 465 (Tenn. Ct. App. 
July 31, 2014), appeal denied, Chubb Indem. 
Ins. Co. v. State, — S.W.3d —, 2015 Tenn. 
LEXIS 38 (Tenn. Jan. 16, 2015). 

Tennessee Department of Commerce and In- 
surance (Department) did not violate due pro- 
cess or the Uniform Administrative Procedures 
Act, T.C.A. § 4-5-101 et seq., by changing the 
Department’s position on the calculation of a 
retaliatory tax without notice or a hearing 
because (1) the Department only recalculated 
the tax based on new information; and (2) such 
recalculation was not a new rule. Zurich Am. 
Ins. Co. v. State, — S.W.3d —, 2014 Tenn. App. 
LEXIS 466 (Tenn. Ct. App. July 31, 2014), 
appeal denied, Zurich Am. Ins. Co. v. State, — 
S.W.3d —, 2015 Tenn. LEXIS 32 (Tenn. Jan. 16, 
2015), cert. denied, Zurich Am. Ins. Co. v. Ten- 
nessee, — L. Ed. 2d —, — S. Ct. —, — US. —, 
2015 U.S. LEXIS 4163 (U.S. June 22, 2015). 

Tennessee Department of Commerce and In- 
surance (Department) did not violate full faith 
and credit by imposing a retaliatory tax on New 
York insurers doing business in Tennessee be- 
cause no misconstruction of New York law was 
brought to the court’s attention. Zurich Am. 
Ins. Co. v. State, — S.W.3d —, 2014 Tenn. App. 
LEXIS 466 (Tenn. Ct. App. July 31, 2014), 
appeal denied, Zurich Am. Ins. Co. v. State, — 
S.W.3d —, 2015 Tenn. LEXIS 32 (Tenn. Jan. 16, 
2015), cert. denied, Zurich Am. Ins. Co. v. Ten- 
nessee, — L. Ed. 2d —, — 8. Ct. —, — US. —, 
2015 U. S. LEXIS 4163 (U.S. June 22, 2015). 
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Tennessee Department of Commerce and In- 
surance (Department) did not violate equal 
protection by imposing a retaliatory tax on New 
York insurers doing business in Tennessee be- 
cause the tax promoted the legitimate state 
purpose of removing barriers to interstate busi- 
ness. Zurich Am. Ins. Co. v. State, — S.W.3d —, 
2014 Tenn. App. LEXIS 466 (Tenn. Ct. App. 
July 31, 2014), appeal denied, Zurich Am. Ins. 
Co. v. State, — S.W.3d —, 2015 Tenn. LEXIS 32 
(Tenn. Jan. 16, 2015), cert. denied, Zurich Am. 
Ins. Co. v. Tennessee, — L. Ed. 2d —, — S. Ct. 
—,— U.S. —, 2015 U.S. LEXIS 4163 (U.S. June 
22, 2015). 

Charges New York imposed on insurers were 
not used to calculate a retaliatory tax imposed 
on New York insurers doing business in Tennes- 
see because insurers merely collected the 
charges from policyholders and forwarded the 
charges to the state. Zurich Am. Ins. Co. v. 
State, — S.W.3d —, 2014 Tenn. App. LEXIS 466 
(Tenn. Ct. App. July 31, 2014), appeal denied, 
Zurich Am. Ins. Co. v. State, — S.W.3d —, 2015 
Tenn. LEXIS 32 (Tenn. Jan. 16, 2015), cert. 
denied, Zurich Am. Ins. Co. v. Tennessee, — L. 
Ed. 2d —, — S. Ct. —, — U.S. —, 2015 US. 
LEXIS 4163 (U.S. June 22, 2015). 

Charges New York imposed on insurers were 
used to calculate a retaliatory tax on New York 
insurers doing business in Tennessee because 
the charges were imposed on insurers, under 
N.Y. Workers’ Comp. Law § 151(2)(c), rather 
than policyholders. Zurich Am. Ins. Co. v. State, 
— S.W.3d —, 2014 Tenn. App. LEXIS 466 
(Tenn. Ct. App. July 31, 2014), appeal denied, 
Zurich Am. Ins. Co. v. State, — S.W.3d —, 2015 
Tenn. LEXIS 32 (Tenn. Jan. 16, 2015), cert. 
denied, Zurich Am. Ins. Co. v. Tennessee, — L. 
Ed. 2d —, — S. Ct. —, — U.S. —, 2015 USS. 
LEXIS 4163 (U.S. June 22, 2015). 

Under the retaliatory tax statute, it is the 
levy, or burden, imposed that is examined, not 
other statutes that may operate to reduce the 
effect of the burden imposed on individual 
companies; therefore, the assessments should 
not be reduced or eliminated by the reimburse- 
ments, and the same principles also apply to 
gross paid losses. Companion Prop. & Cas. Ins. 
Co. v. State, — S.W.3d —, 2015 Tenn. App. 
LEXIS 33 (Tenn. Ct. App. Jan. 26, 2015), appeal 
denied, — S.W.3d —, 2015 Tenn. LEXIS 372 
(Tenn. May 14, 2015). 

Burden need not be a “tax” to fall within the 
parameters of Tennessee’s retaliatory tax be- 
cause the language of the statute is sufficiently 
broad to encompass almost any burden im- 
posed by another state upon a Tennessee insur- 
ance company; the statute It does not address 
itself to the other state’s statutes which do not 
impose a burden on Tennessee insurance com- 
panies. Companion Prop. & Cas. Ins. Co. v. 
State, — S.W.3d —, 2015 Tenn. App. LEXIS 33 
(Tenn. Ct. App. Jan. 26, 2015), appeal denied, 
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— S.W.3d —, 2015 Tenn. LEXIS 372 (Tenn. 
May 14, 2015). 


4. Tax Credits. 

An insurance company which is subject to the 
retaliatory or reciprocity tax provided by this 
section is entitled to the credits provided by 
§ 56-4-210 for investments in the state of Ten- 
nessee. Williams v. Thomas Jefferson Ins. Co., 
215 Tenn. 356, 385 S.W.2d 908, 1965 Tenn. 
LEXIS 623 (1965). 


5. Tax Properly Imposed. 

Tennessee Claims Commission properly im- 
posed a retaliatory premium tax on Pennsylva- 
nia insurers doing business in Tennessee be- 
cause the Pennsylvania statutes at issue, read 
in pari materia, imposed assessments on insur- 
ers, not policyholders, each assessment consti- 
tuted a burden that was imposed on a Tennes- 
see insurer who provided coverage in 
Pennsylvania, and there was no violation of the 
Uniform Administrative Procedures Act or the 
federal constitution. Am. Cas. Co. v. State, — 
S.W.3d —, 2014 Tenn. App. LEXIS 458 (Tenn. 
Ct. App. July 31, 2014), rev’d, Chartis Cas. Co. 
v. State, — S.W.3d —, 2015 Tenn. LEXIS 813 
(Tenn. Oct. 2, 2015). 

Tennessee Claims Commission properly im- 
posed a retaliatory insurance premium tax on 
New York insurers doing business in Tennessee 
because, while New York’s Fire Insurance and 
Motor Vehicle laws passed the charges on to the 
policy holder, the New York workers’ compen- 
sation statutes at issue imposed assessments 
on Tennessee insurers who provided such cov- 
erage in New York, and there was no violation 
of the Uniform Administrative Procedures Act 
or the federal constitution. Am. Home Assur. 
Co. v. State, — S.W3d —, 2014 Tenn. App. 
LEXIS 459 (Tenn. Ct. App. July 31, 2014), 
appeal denied, — S.W.3d —, 2015 Tenn. LEXIS 
47 (Tenn. Jan. 16, 2015). 

Tennessee Claims Commission properly im- 
posed a retaliatory insurance premium tax on 
Pennsylvania insurers doing business in Ten- 
nessee because the Pennsylvania statutes at 
issue, read in pari materia, imposed assess- 
ments on insurers, not policyholders, each as- 
sessment constituted a burden that was im- 
posed on a Tennessee insurer who provided 
coverage in Pennsylvania, and there was no 
violation of the Uniform Administrative Proce- 
dures Act or the federal constitution. Valley 
Forge Ins. Co. v. State, — S.W.3d —, 2014 Tenn. 
App. LEXIS 461 (Tenn. Ct. App. July 31, 2014), 
rev d, Chartis Cas. Co. v. State, — S.W.3d —, 
2015 Tenn. LEXIS 813 (Tenn. Oct. 2, 2015). 

Tennessee Claims Commission properly im- 
posed a retaliatory insurance premium tax on 
New York insurers doing business in Tennessee 
because the workers’ compensation statutes at 
issue imposed assessments on insurers, each 
assessment constituted a burden that was im- 
posed on a Tennessee insurer who provided 
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such coverage in New York, and there was no 
violation of the Uniform Administrative Proce- 
dures Act or the federal constitution. Northern 
Ins. Co. v. State, — S.W.3d —, 2014 Tenn. App. 
LEXIS 462 (Tenn. Ct. App. July 31, 2014), 
appeal denied, Northern Ins. Co. v. State, — 
S.W.3d —, 2015 Tenn. LEXIS 40 (Tenn. Jan. 16, 
2015). 

Tennessee Claims Commission properly im- 
posed a retaliatory insurance premium tax on 
Pennsylvania insurers doing business in Ten- 
nessee because the Pennsylvania statutes at 
issue, read in pari materia, imposed assess- 
ments on insurers, not policyholders, each as- 
sessment constituted a burden that was im- 
posed on a Tennessee insurer who provided 
such coverage in Pennsylvania, and there was 
no violation of the Uniform Administrative Pro- 
cedures Act or the federal constitution. Chartis 
Cas. Co. v. State, — S.W.3d —, 2014 Tenn. App. 
LEXIS 463 (Tenn. Ct. App. July 31, 2014), rev'd, 
— §$.W.3d —, 2015 Tenn. LEXIS 813 (Tenn. Oct. 
2, 2015). 

Tennessee Claims Commission erred in rul- 
ing that the Department of Commerce and 
Insurance did not calculate the South Carolina 
tax burden correctly because the Department 
was correct in excluding reimbursements re- 
ceived by South Carolina insurance companies 
from the South Carolina Second Injury Fund 
from the calculation of the South Carolina 
burden for retaliatory tax purposes under the 
retaliatory tax law; the assessments were sepa- 
rate from the reimbursements. Companion 
Prop. & Cas. Ins. Co. v. State, — S.W.3d —, 
2015 Tenn. App. LEXIS 33 (Tenn. Ct. App. Jan. 
26, 2015), appeal denied, — S.W.3d —, 2015 
Tenn. LEXIS 372 (Tenn. May 14, 2015). 


6. Imposition of Tax. 

Tennessee Department of Commerce and In- 
surance properly imposed Tennessee’s retalia- 
tory insurance premium tax statute because 
each of the Pennsylvania workmen’s compensa- 
tion fund assessments by Pennsylvania was a 
burden that a Tennessee workers’ compensa- 
tion insurer that insured employers in Pennsy]l- 
vania had to bear. Old Republic Ins. Co. v. 
State, — S.W.3d —, 2014 Tenn. App. LEXIS 457 
(Tenn. Ct. App. July 31, 2014), rev'd, Chartis 
Cas. Co. v. State, — S.W3d —, 2015 Tenn. 
LEXIS 813 (Tenn. Oct. 2, 2015). 

Four insurance charges under New York law 
were properly included by the Tennessee De- 
partment of Commerce and Insurance in a 
retaliatory tax calculation because they were 
not an administrative pass through of a tax. 
However, two of the charges were not properly 
included, because New York set up a pass 
through as to these fees. Great Am. Ins. Co. v. 
State, — S.W.3d —, 2014 Tenn. App. LEXIS 464 
(Tenn. Ct. App. July 31, 2014), appeal denied, 
Great Am. Ins. Co. v. State, — S.W.3d —, 2015 
Tenn. LEXIS 35 (Tenn. Jan. 16, 2015). 
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Court of appeals erred in affirming the Ten- 
nessee Claims Commission’s decision denying 
Pennsylvania-domiciled insurance companies a 
refund of retaliatory taxes because the Com- 
mission had no authority to impose the taxes; 
the administrative regulations adopted by the 
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try evinced an intent to effectuate Pennsylva- 
nia Workers’ Compensation Act, as amended by 
71 Pa. Cons. Stat. Ann. § 578, in a manner that 
would avoid the imposition of retaliatory taxes. 
Chartis Cas. Co. v. State, — S.W.3d —, 2015 
Tenn. LEXIS 813 (Tenn. Oct. 2, 2015). 


Pennsylvania Department of Labor and Indus- 


Collateral References. 

Constitutionality, construction, and effect of 
retaliatory statutes. 91 A.L.R. 795, 30 
A.L.R.4th 873. 


Meaning of word “similar” in retaliatory stat- 
ute as to fees, fines, and penalties to be imposed 
on foreign insurance companies. 17 A.L.R. 98. 


56-4-219. Refund of erroneously paid taxes. 


(a) With respect to any revenues or receipts collected by the department, 
any other law to the contrary notwithstanding, the amounts determined to 
have been erroneously paid may be refunded by the procedure developed by the 
commissioner of finance and administration and approved by the comptroller 
of the treasury. 

(b) The procedure shall provide that no refund shall be made unless within 
three (3) years from December 31 of the year in which the erroneous payment 
was made the refund is either requested by the claimant or made by the state 
on its own motion. A refund of taxes that is based solely on a final court 
adjudication shall not be made to any person that is not either a party to the 
action or a party to another similar action brought pursuant to title 67, chapter 
1, part 9. The decision of the appropriate state official with respect to any 
refund request shall be final and not subject to review in accordance with the 
Uniform Administrative Procedures Act, compiled in title 4, chapter 5. 


Cross-References. 
Refund of erroneously paid fees, § 56-4-105. 


History. 
Acts 1984, ch. 633, § 1. 


NOTES TO DECISIONS 


1. Jurisdiction of Tennessee Claims Com- 
mission. 

T.C.A. § 56-4-219 is not in conflict with § 9- 

8-307(a)(1)(O), vesting exclusive jurisdiction for 


the recovery of insurance taxes in the Tennes- 
see claims commission. Stewart Title Guar. Co. 
v. McReynolds, 886 S.W.2d 233, 1994 Tenn. 
App. LEXIS 296 (Tenn. Ct. App. 1994). 


56-4-220. Exemption of life insurance and annuity premiums. 


(a) The rate of taxation shall be zero (0) on all premiums or considerations 
under life insurance policies or annuity contracts issued in connection with any 
pension plan, annuity plan or profit-sharing plan qualified for federal income 
tax advantages under the Internal Revenue Code of 1954, part I, subchapter D, 
subtitle A (26 U.S.C. § 401 et seq.), or to any trust qualified for income tax 
advantages under the Internal Revenue Code of 1954, § 501(a) (26 U.S.C. 
§ 501(a)). 

(b) This section is declared to be remedial in nature and to that end shall 
apply to all such life insurance policies, annuity contracts or trusts occurring 
on or after January 1, 1988. 
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History. 
Acts 1988, ch. 1038, §§ 1, 2. 


56-4-221. In-state insurance companies — Reinsurance agreements 
with insurance company affiliates. 


(a) An in-state insurance company that has an insurance company affiliate 
may enter into reinsurance agreements with the affiliate, pursuant to which 
the tax imposed on gross premiums under § 56-4-205 is allocated from the 
ceding company to the reinsuring company. The reinsurance agreements shall 
be effective to enable the reinsuring company to use the premium tax liability 
so allocated as a credit under § 56-4-217; provided, that the ceding company 
may not use as a credit under § 56-4-217 any tax liability allocated by the 
ceding company to the reinsuring company. No allocation of premium tax 
liability as described in this section shall relieve the ceding company from 
responsibility for payment of the full premium tax on insurance business 
written in this state and for the filing of sworn returns in accordance with this 
section. Nothing in this section shall result in a reduction of the premium tax 
and franchise and excise tax liability of the ceding company from that which 
would have been imposed in the absence of this section. 

(b) As used in this section: 

(1) “In-state insurance company” means an insurance company: 

(A) Having its principal place of business in this state; and 

(B) That does not transact insurance business in any other state; and 
(2) “Insurance company affiliate” means a corporation: 

(A) Authorized to conduct insurance business in this state after March 
19, 1991; 

(B) That does not transact insurance business in any other state; and 

(C) Fifty percent (50%) or more of the voting stock of which is directly 
or indirectly controlled by, or under common control with, an in-state 
insurance company. 


History. Cross-References. 
Acts 1991, ch. 39, § 1. Credit against premium tax liability, § 56-4- 
Compiler’s Notes. alt 


For elimination of the franchise and excise Gross premiums tax, § 56-4-205. 


taxes on insurance companies, referred to in 
this section, see § 56-4-217. 


PART 3 
INVESTMENT COMPANIES 


56-4-301. Tax imposed. 


(a) Every corporation, company, partnership, or individual writing, issuing, 
servicing and/or collecting installments on contracts now being written or 
issued or contracts heretofore written, issued and sold in this state, commonly 
known as income reserve contracts, installment investment trusts, including 
investors’ syndicates, investment associations and the like, each of which is 
called an “investment company” in this part, or which corporation, company, 
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partnership, or individual is engaged in servicing contracts now being issued 
or heretofore issued or collecting installments on the contracts, shall be 
deemed to be engaged in a business declared to be a privilege; and for the 
purpose of providing revenue for the state, there shall be levied against and 
collected from each investment company a special tax measured by gross 
profits or income, as defined in § 56-4-305, of the investment company or that 
portion of the gross profits or income as shall be allocated to the state, as 
provided in this part. 

(b) Notwithstanding subsection (a), no tax under this part shall be imposed 
on any person registered as a broker or a dealer under §§ 3(a)(4) or (5) of the 
Securities Exchange Act of 1934 (15 U.S.C. § 78c(a)(4) or (a)(5)), regardless of 
any related or incidental activities carried on by the person in connection with 


its business as a broker or a dealer. 


History. 

Acts 1939, ch. 187, § 1; 1943, ch. 127, § 1;C. 
Supp. 1950, § 1248.33 (Williams, § 1248.160); 
Acts 1977, ch. 347, § 2; T.C.A. (orig. ed.), §§ 67- 
4401, 67-4-1201; Acts 2000, ch. 870, § 1. 


Code Commission Notes. Former refer- 
ences in this part to the commissioner or de- 
partment of commerce and insurance have 
been changed to references to the commissioner 
or department of revenue in light of Executive 
Order No. 64 (March 26, 1985), which trans- 
ferred the collection of taxes imposed upon 
investment companies from the department of 
commerce and insurance to the department of 
revenue. 


Compiler’s Notes. 
This part was formerly compiled as title 67, 
chapter 4, part 12. 


Acts 2000, ch. 870, § 3 provided that the 
amendment by the act applies to all taxes that 
have not been assessed and collected as of July 
17, 2000. 


Cross-References. 
Exemption from excise tax, § 67-4-2008. 
Exemption from franchise tax, § 67-4-2108. 


Section to Section References. 

This part is referred to in § 67-4-2008. 

This section is referred to in §§ 56-4-302, 
56-4-304. 


Law Reviews. 

Preferences, Priorities, and Powers of the 
State in the Collection of Delinquent Revenue: 
Tennessee’s Tax Enforcement Procedures Act 
(Donald J. Serkin), 8 Mem. St. U.L. Rev. 707. 


NOTES TO DECISIONS 


Analysis 


. Constitutionality. 
. Impairment of Contract. 
. Nature of Tax. 


m= Whe 


. Constitutionality. 

The privilege tax on investment companies of 
about two percent of the gross profits or income 
allocated to Tennessee of intra- and interstate 
business not limited to soliciting under this 
part is not arbitrary nor confiscatory, nor in 
violation of the commerce clause of the federal 
constitution since interstate transactions can 
be considered incidentally in a fair, reasonable 
and uniform intrastate tax. Investors Syndi- 
cate of America, Inc. Vallen, 198 Tenn. 288, 279 
S.W.2d 497, 1955 Tenn. LEXIS 449 (1955). 


2. Impairment of Contract. 

Where tax which is imposed on privilege of 
doing investment business in state is increased, 
this does not impair obligation of contract 
where the tax is fair, reasonable and uniform. 
Investors Syndicate of America, Inc. Vallen, 198 
Tenn. 288, 279 S.W.2d 497, 1955 Tenn. LEXIS 
449 (1955). 


3. Nature of Tax. 

The privilege tax imposed on investment 
companies under this part is not a tax on gross 
receipts or gross profits, but the gross receipts 
are used solely to measure the tax. Investors 
Syndicate of America, Inc. Vallen, 198 Tenn. 
288, 279 S.W.2d 497, 1955 Tenn. LEXIS 449 
(1955). 


56-4-302. Nature of tax — Exemption from other taxes. 


(a) The business declared in this part to be a privilege is for state purposes 
only and taxable as a privilege by the state alone, and no county or munici- 
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pality may impose any tax upon the privilege, or upon the privilege of 
conducting business or acting as agent or representative of any investment 
company, as defined in §§ 56-4-301 and 56-4-303. 
(b)(1) The tax provided in this part shall be in lieu of and substituted for any 
and all other taxes heretofore imposed by any law, general or special, against 
or on the investment companies, as defined in §§ 56-4-301 and 56-4-303, 
except ad valorem taxes upon real estate and tangible personal property 
owned by the investment companies and located in the state. 

(2) The exemption from other taxes shall include all other privilege taxes, 
such as taxes upon or for the use of the franchise, capital, notes, reserves, 
surpluses, loans, accounts and other income and profits of the investment 
companies. The members, shareholders, account holders, certificate holders, 
or contract holders are exempt from any and all privilege taxes and income 
taxes imposed by any law now on the statute books, upon profits, dividends, 
interest or income in the nature of profits, dividends, or interest received 
from the investment company. 

(c) Nothing in this section shall be construed to provide an exemption from 
the sales and use tax imposed by title 67, chapter 6. 


History. 1248.165); modified; T.C.A. (orig. ed.), §§ 67- 
Acts 1939, ch. 187, §§ 5, 6; C. Supp. 1950, 4406, 67-4410, 67-4-1202; Acts 2005, ch. 499, 
§§ 1248.37, 1248.38 (Williams, §§ 1248.164, § 23. 


NOTES TO DECISIONS 


1. Estoppel. from claiming that this part imposing privilege 
Where foreign investment corporation is tax does not apply to them. Investors Syndicate 
qualified to do business in this state and is_ of America, Inc. Vallen, 198 Tenn. 288, 279 


granted exemptions from taxes other than im- §,W.2d 497, 1955 Tenn. LEXIS 449 (1955). 
posed under this section, they are estopped 


56-4-303. Business within state. 


(a) Each investment company issuing its certificates, investment contracts, 
income reserve contracts, or instruments of like nature, pursuant to applica- 
tions or orders for certificates, investment contracts, income reserve contracts, 
or instruments of like nature, solicited within the state, shall be deemed to be 
engaged in business within the state, and shall be subject to the terms and 
provisions of this part. 

(b) Each investment company issuing certificates, investment contracts, 
income reserve contracts, or instruments of like nature that are delivered in 
the state shall be deemed to be engaged in business within the state, and shall 
be subject to the terms and provisions of this part. 

(c) Each investment company engaged in the business of writing, issuing 
and/or servicing or collecting installments upon the investment contracts, 
being issued in this state or heretofore issued, shall be subject to the terms and 
provisions of this part. 


History. C. Supp. 1950, §§ 1248.33, 1248.34 (Williams, 
Acts 1939, ch. 187, §§ 1, 2; 1943, ch.127,§ 2; §§ 1248.160, 1248.161); T.C.A. (orig. ed.), 


56-4-304 


§§ 67-4402, 67-4-1203. 


Section to Section References. 
This section is referred to in §§ 56-4-302, 
56-4-304. 
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NOTES TO DECISIONS 


Analysis 


1. Agency. 
2. Uniformity. 
3. Tax Not Arbitrary. 


1. Agency. 

Nonresident parent investment corporation 
and subsidiary Minnesota investment corpora- 
tion are subject to privilege tax on investment 
companies under this part as doing some intra- 
state business along with interstate business 
where subsidiary services contracts and ac- 
cepts installment payments and both own prop- 
erty in state even though no contracts are 
accepted after tax was enacted, since the sub- 
sidiary is an agent although the companies 
designate it as an independent contractor. In- 
vestors Syndicate of America, Inc. Vallen, 198 
Tenn. 288, 279 S.W.2d 497, 1955 Tenn. LEXIS 
449 (1955). 


56-4-304. Rate of tax. 


2. Uniformity. 

Where tax which is imposed on privilege of 
doing investment business in state is increased, 
this does not impair obligation of contract 
where the tax is fair, reasonable and uniform. 
Investors Syndicate of America, Inc. Vallen, 198 
Tenn. 288, 279 S.W.2d 497, 1955 Tenn. LEXIS 
449 (1955). 


3. Tax Not Arbitrary. 

The privilege tax on investment companies of 
about two percent of the gross profits or income 
allocated to Tennessee of intra and interstate 
business not limited to soliciting under this 
part, is not arbitrary nor confiscatory, nor in 
violation of the commerce clause of the federal 
constitution since interstate transactions can 
be considered incidentally in a fair, reasonable 
and uniform intrastate tax. Investors Syndi- 
cate of America, Inc. Vallen, 198 Tenn. 288, 279 
S.W.2d 497, 1955 Tenn. LEXIS 449 (1955). 


(a) Each investment company, as defined in §§ 56-4-301 and 56-4-303, shall 
pay annually to the commissioner of revenue the tax provided under this part, 
which tax shall be measured as to each investment company engaged in 
business wholly within this state, by the entire gross profits or income of the 
investment company during the year for which the tax is payable; and as to 
each investment company engaged in business or operating partly within and 
partly without the state, the tax shall be measured by the portion of the gross 
profits or income of the investment company allocated to the state, as provided 
in § 56-4-306. 

(b) The tax as to each investment company engaged in business or operating 
wholly within the state shall be an amount equivalent to two percent (2%) of 
the aggregate or total of the gross profits or income of the investment company, 
and as to each investment company engaged in business or operating partly 
within and partly without the state, the tax shall be an amount equivalent to 
two percent (2%) of the portion of the aggregate or total of the gross profits or 
income of the investment company allocated to this state, as provided in 
§ 56-4-306. 


History. 

Acts 1939, ch. 187, § 3; 1943, ch. 127, § 3; C. 
Supp. 1950, § 1248.35 (Williams, § 1248,162): 
modified; T.C.A. (orig. ed.), §§ 67-4403, 67-4- 
1204. 


of collection of taxes imposed upon investment 
companies from the department of commerce 
and insurance to the department of revenue, 
see Executive Order No. 64 (March 26, 1985). 


Compiler’s Notes. 


Code Commission Notes. For the transfer The interest rate provided for in this section 
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may be affected by the provision in § 67-1-801 
for a rate set by the commissioner of revenue. 
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56-4-305 


NOTES TO DECISIONS 


Analysis 


1. Constitutionality. 
2. Rate. 
3. Measurement of Tax. 


1. Constitutionality. 

The privilege tax on investment companies of 
about two percent of the gross profits or income 
allocated to Tennessee of intra- and interstate 
business not limited to soliciting under this 
part is not arbitrary nor confiscatory, nor in 
violation of the commerce clause of the federal 
constitution since interstate transactions can 
be considered incidentally in a fair, reasonable 
and uniform intrastate tax. Investors Syndi- 
cate of America, Inc. Vallen, 198 Tenn. 288, 279 
S.W.2d 497, 1955 Tenn. LEXIS 449 (1955). 


2. Rate. 

Where tax which is imposed on privilege of 
doing investment business in state is increased, 
this does not impair the obligation of contract 
where the tax is fair, reasonable and uniform. 
Investors Syndicate of America, Inc. Vallen, 198 
Tenn. 288, 279 S.W.2d 497, 1955 Tenn. LEXIS 
449 (1955). 


3. Measurement of Tax. 

The privilege tax imposed on investment 
companies under this part is not a tax on gross 
receipts or gross profits, but the gross receipts 
are used solely to measure the tax. Investors 
Syndicate of America, Inc. Vallen, 198 Tenn. 
288, 279 S.W.2d 497, 1955 Tenn. LEXIS 449 
(1955). 


56-4-305. “Gross profits or income” defined. 


(a) “Gross profits or income,” as used in this part, means gross income from 
all sources, except as provided in subsection (b), including income on tax 
exempt securities, loans, dividends and interest on stocks, bonds or other 
investments, plus net rentals on real estate, less the net amount of tax paid by 
the investment company on its tangible assets wherever located; provided, 
that there shall not be included in gross profits or income any principal of 
loans, any premiums, service fees, or receipts from members, certificate 
holders or contract holders, other than interest on contract loans; and 
provided, further, that there shall not be included in gross profits or income 
interest earned but uncollected that is not more than ninety (90) days past due, 
and interest that is more than ninety (90) days past due shall likewise not be 
included in gross profits or income, unless the interest more than ninety (90) 
days past due has been capitalized. 

(b) Nothing in this part shall be construed so as to include among the gross 
profits or income, exempt-interest dividends from a regulated investment 
company qualified under the Internal Revenue Code, subchapter M, chapter 1, 
subtitle A (26 U.S.C. §§ 851-858); provided, that not less than seventy-five 
percent (75%) of the value of the investments of the regulated investment 
company shall be in bonds of the state, or any county or municipality or 
political subdivision thereof, including any agency, board, authority or com- 
mission of any of the above. 


History. 

Acts 1939, ch. 187, §§ 1, 3; 19438, ch. 127, § 1; 
C. Supp. 1950, §§ 1248.33, 1248.35 (Williams, 
§§ 1248.160, 1248.162); Acts 1977, ch. 347, § 2; 
T.C.A. (orig. ed.), §§ 67-4401, 67-4404, 67-4- 
1205. 


Section to Section References. 
This section is referred to in §§ 56-4-301, 
56-4-307. 
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56-4-306. Allocation — Companies doing business outside state. 


The portion of the gross profits or income of the investment company to be 
allocated to the state where the investment company is engaged in business or 
operating partly within and partly without the state shall be the proportion of 
the gross profits or income of the investment company determined by dividing 
the gross amount received, during the year for which the tax is payable, from 
members, certificate holders or contract holders of the investment company 
who reside within the state, by the gross amount received during the year from 
all the members, certificate holders or contract holders, as the case may be, of 
the investment company, whether the members, certificate holders or contract 
holders reside within or without this state. 


Section to Section References. 
This section is referred to in § 56-4-304. 


History. 

Acts 1939, ch. 187, § 3; C. Supp. 1950, 
§ 1248.35 (Williams, § 1248.162); T.C.A. (orig. 
ed.), §§ 67-4405, 67-4-1206. 


56-4-307. Annual report — Fiscal year — Annual return. 


(a) An annual report shall be filed with the commissioner on or before the 
first day of the fourth month following the close of the investment company’s 
fiscal year. 

(b) The close of the investment company’s fiscal year for purposes of this 
part shall coincide with the close of the investment company’s fiscal year for 
federal income tax purposes. 

(c) The annual return shall be sworn and shall be made on forms prepared 
and furnished by the commissioner showing the total or aggregate gross 
income or profits as defined in § 56-4-305, and showing appropriate figures 
necessary to determine what portion of gross profits or income shall be 
allocated to the state. 


History. 

Acts 1939, ch. 187, § 4; C. Supp. 1950, 
§ 1248.36 (Williams, § 1248.163); T.C.A. (orig. 
ed.), 8§ 67-4407, 67-4-1207; Acts 1986, ch. 598, 
Shee 


Code Commission Notes. For the transfer 
of collection of taxes imposed upon investment 
companies from the department of commerce 
and insurance to the department of revenue, 
see Executive Order No. 64 (March 26, 1985). 


Compiler’s Notes. 

Acts 1986, ch. 598, § 19 provided that this 
section, as amended by that act, shall apply 
only to returns filed based on activity occurring 
after January 1, 1986, with a short period 
return to be filed April 1, 1986, covering the 
period from July 1, 1985, through December 31, 
1985. 


56-4-308. Powers of commissioner — Failure to file return or filing 


false return. 


(a) The commissioner is vested with the following powers: 

(1) To examine at the expense of the investment company, subject to this 
part, the books and records, for the purpose of determining the amount of 
taxes due, in the event of the failure of the investment company to make its 
return or for the purpose of verifying or correcting any return made; and 

(2) To issue distress warrants for the collection of any tax due and unpaid, 


223 FEES AND TAXES 56-4-401 
or to institute suit in the courts of law or chancery, for the use and benefit of 
the state. 

(b) Upon the failure or refusal of any investment company subject to this 
part to file a return or upon the filing of a false return, the investment company 
shall thereafter be estopped to dispute the accuracy of the assessment made by 


the commissioner. 


History. 

Acts 1939, ch. 187, § 7; C. Supp. 1950, 
§ 1248.39 (Williams, § 1248.166); T.C.A. (orig. 
ed.), §§ 67-4408, 67-4-1208; Acts 1988, ch. 526, 
§ 11. 


and insurance to the department of revenue, 
see Executive Order No. 64 (March 26, 1985). 


Compiler’s Notes. 

Acts 1988, ch. 526, § 45 provided that the 
amendment by that act shall apply to all as- 
sessments of penalty made on or after January 
1, 1989. 


Code Commission Notes. For the transfer 
of collection of taxes imposed upon investment 
companies from the department of commerce 


56-4-309. Disposition of revenue. 


The net amount of all taxes collected under this part shall be payable by the 
commissioner to the state treasurer, and shall become part of the general funds 
of the state. 


History. 

Acts 1939, ch. 187, § 8; C. Supp. 1950, 
§ 1248.40 (Williams, § 1248.167); T.C.A. (orig. 
ed.), §§ 67-4409, 67-4-1209. 


of collection of taxes imposed upon investment 
companies from the department of commerce 
and insurance to the department of revenue, 
see Executive Order No. 64 (March 26, 1985). 


For the transfer 


PART 4 
PRODUCTION CREDIT ASSOCIATIONS 


Code Commission Notes. 


56-4-401. “Production credit association” defined — Associations sub- 
ject to tax. 


As used in this part, unless the context otherwise requires, “production 
credit association” means a corporation organized and chartered pursuant to 
§ 20 of the Farm Credit Act of 1933, Act June 16, 1933, ch. 98, § 20, 48 Stat. 
259, engaged in business in this state, and not exempt by virtue of the laws of 


the United States from taxation by this state. 


History. 

Acts 1951, ch. 45, § 1 (Williams, § 1248.179); 
modified; T.C.A. (orig. ed.), §§ 67-4501, 67-4- 
1301. 


Code Commission Notes. For transfer of 
collection of taxes imposed upon production 
credit associations from the department of com- 
merce and insurance to the department of rev- 
enue, see Executive Order No. 64 (March 26, 
1985). 


Compiler’s Notes. ; 
The Farm Credit Act of 1933, referred to in 
this section, was compiled in 12 U.S.C. § 1131 


et seq., but has been repealed by several sub- 
sequent acts of Congress. 


Cross-References. 
Exemption from excise tax, § 67-4-2008. 
Exemption from franchise tax, § 67-4-2108. 


Section to Section References. 
This part is referred to in §§ 67-4-713, 67-4- 
2008. 


Law Reviews. 

State and Local Taxation of Financial Insti- 
tutions: An Opportunity for Reform (C. James 
Judson & Susan G. Duffy), 39 Vand. L. Rev. 
1057 (1986). 
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56-4-402. Nature of tax — Exemption from other taxes. 


(a) The business declared to be taxable in this part is for state purposes only 
and taxable by the state alone and no county or municipality may impose any 
taxes upon the business, except ad valorem taxes upon real estate and tangible 
personal property owned by the production credit association. 

(b) The tax shall be in lieu of, and in substitution for, any and all other taxes | 
levied against or on the association, except ad valorem taxes upon real estate 
and tangible personal property owned by the association. 

(c) Nothing in this section shall be construed to provide an exemption from 
the sales and use tax imposed by title 67, chapter 6. 


History. Section to Section References. 
Acts 1951, ch. 45, §§ 4, 5 (Williams, This section is referred to in § 56-4-404. 
§§ 1248.182, 1248.183); T.C.A. (orig. ed.), 
8§ 67-4503, 67-4507, 67-4-1302; Acts 2005, ch. 
499, § 24. 


56-4-403. Tax imposed — Computation. 


(a) Each production credit association shall pay annually to the commis- 
sioner of revenue the specified privilege tax provided under this part, which 
tax is to be measured by the income of the association, and shall be computed 
at the rate of three and three fourths percent (3.75%) of the net receipts of the 
association. 

(b)(1) Net receipts shall be computed on an accrual basis and are defined to 

be the gross receipts from the following sources: 

(A) Interest on loans; 

(B) Loan service fees; 

(C) Interest on securities unless by law otherwise tax exempt; 

(D) Compensation or fees or services performed; 

(KE) Capital gains from the sale of real and personal property; and 

(F) Other receipts; LESS 

(2)(A) Patronage refunds; and 
(B) All expenses of the association, which expenses shall include, in 
addition to the usual and normal expenses of operation: 
(i)(a) Bad debts charged off; or 
(6) Annual additions for valuation reserves against loan assets in 

an amount equal to one half of one percent (0.5%) of the loans 
outstanding at the end of the fiscal year, to the extent that earnings in 
the year in excess of other operating expenses permit, until the 
reserves are equal to, but are not in excess of, three and one half 
percent (3.5%) of loans outstanding at the end of the fiscal year, 
whichever sum is greater; 
Gi) Interest paid or accrued; 
(iii) Legal recording and abstract fees; 
(iv) Depreciation on capital assets; 
(v) Federal, county and city taxes paid or accrued; 
(vi) Operating expenses on acquired property; 
(vii) Capital losses; and 
(viii) Other ordinary and necessary items of expense. 
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History. 

Acts 1951, ch. 45, § 2 (Williams, § 1248.180); 
Acts 1971, ch. 67, § 1; impl. am. Acts 1971, ch. 
137, § 2; Acts 1975, ch. 343, § 1; T.C.A (orig. 
ed.), §§ 67-4502, 67-4-1303. 


Code Commission Notes. For transfer of 


56-4-404. Levy and payment dates. 


FEES AND TAXES 


56-4-406 


collection of taxes imposed upon production 
credit associations from the department of com- 
merce and insurance to the department of rev- 
enue, see Executive Order No. 64 (March 26, 
1985). 


(a) The annual tax to be levied and collected under this part shall be levied 
as of December 31 in each and every year, and shall be due and payable by not 
later than March 1 in each and every year. 

(b) On or before March 1 in each and every year, each association shall make 
a sworn return to the commissioner, showing the taxable income of the 


association, as defined in § 56-4-402. 


History. 
Acts 1951, ch. 45, § 3 (Williams, § 1248.181); 
T.C.A. (orig. ed.), §§ 67-4501, 67-4-1304. 


Code Commission Notes. For transfer of 
collection of taxes imposed upon production 


credit associations from the department of com- 
merce and insurance to the department of rev- 
enue, see Executive Order No. 64 (March 26, 
1985). 


56-4-405. Powers of commissioner — Failure or refusal to file a return, 
filing a false and fraudulent return. 


(a) The commissioner is vested with the following powers: 

(1) To examine the books and records of the production credit association 
for the purpose of determining the amount of taxes due, in the event of the 
failure of the association to make its return or for the purpose of verifying or 


correcting any return made; and 


(2) To issue distress warrants for the collection of any taxes due and 
unpaid or to institute suit in the courts of law or chancery, for the use and 


benefit of the state; and 


(b) Upon the failure or refusal of any association to file a return, or upon the 
filing of a false and fraudulent return, the association shall thereafter be 
estopped to dispute the accuracy of the assessment made by the commissioner. 


History. 

Acts 1951, ch. 45, § 6 (Williams, § 1248.184); 
T.C.A. (orig. ed.), §§ 67-4505, 67-4-1305; Acts 
1988, ch. 526, § 12. 


Code Commission Notes. For transfer of 
collection of taxes imposed upon production 
credit associations from the department of com- 
merce and insurance to the department of rev- 
enue, see Executive Order No. 64 (March 26, 
1985). 


56-4-406. Disposition of revenue. 


Compiler’s Notes. 

Acts 1988, ch. 526, § 45 provided that the 
amendment by that act shall apply to all as- 
sessments of penalty made on or after January 
1, 1989. 

The interest rate provided for in this section 
may be affected by the provision in § 67-1-801 
for a rate set by the commissioner of revenue. 


The net amount of all taxes collected under this part shall be payable by the 
commissioner to the state treasurer, and shall become part of the general funds 


of the state. 


56-4-406 


History. 


Acts 1951, ch. 45, § 7 (Williams, § 1248.185); 
T.C.A. (orig. ed.), §§ 67-4506, 67-4-1306. 


Code Commission Notes. 
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credit associations from the department of com- 
merce and insurance to the department of rev- 
enue, see Executive Order No. 64 (March 26, 


For transfer of 1985). 


collection of taxes imposed upon production 
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Part 1. General Provisions 


Application of part. 

Part definitions. 

Standards. 

Criteria for compliance. 

Filing by personal risk insurers. 

Filing by commercial risk insurers. 

Inspection of filings — Surcharges — Residual market mechanisms — Alternative 
filings. 

Basis and procedure for disapproval — Interim rates. 

Information for insureds — Review for aggrieved persons — Civil penalty — Rule- 
making authority. 

Licensing of rate service organizations — Activities and services. 
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Commercial lines insurer’s obligation to furnish loss run history to insured. 


Part 2. Restrictions on Use of Credit Scores 


Part definitions. 

Restrictions on use of credit scores. 

Notice to consumer of adverse action. 
Indemnification. 

Filing of credit scoring models. 

Incorrect or incomplete credit information. 
Disclosure of intention to use credit information. 


Part 3. Personal Risk Insurance 


Applicability of part. 
Limitations on rate filings. 
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PART 1 
GENERAL PROVISIONS 


Code Commission Notes. This part, title56, chapter 5, part 3 by authority of the Code 
chapter 5, part 1 was renumbered from title 56, © Commission in 2016. 


56-5-101. Application of part. 


This part applies to all kinds of insurance written on risks in this state by 
any insurer authorized to do business in this state, except: 
(1) Life insurance; 
(2) Annuities; 
(3) Disability insurance; 
(4) Ocean marine insurance; 
(5) Reinsurance; 
(6) Aircraft liability and aircraft hull insurance; 
(7) Title insurance; 
(8) Credit life insurance; and 
(9) Credit accident and health insurance. 


History. 56-5-311 56-5-111 
Acts 1983, ch. 66, § 2; 2006, ch. 689, § 1; 56-5-312 56-5-112 
T.C.A. § 56-5-301. 56-5-313 56-5-113 
Code Commission Notes. This section was oe ane erg: 
renumbered from § 56-5-301 to § 56-5-101 by 56-5-316 56-5-116 
authority of the Code Commission in 2016. 56-5-317 56-5-117 
Compiler’s Notes. 56-5-318 56-5-118 
The Code Commission transferred numerous 56-5-319 56-5-119 
sections in this title to this part, effective upon 56-5-320 56-5-120 
the 2016 replacement of this volume. See the 56-5-321 56-5-121 
following parallel reference table for the old 56-5-322 56-5-122 
56-5-323 56-5-123 


and new locations. 


Old Sections New Sections 

56-5-301 56-5-101 Cross-References. 

56-5-302 56-5-102 Cancellation of commercial risk insurance, 
56-5-303 56-5-103 title 56, ch. 7, part 18. 

56-5-304 56-5-104 

56-5-305 56-5-105 Section to Section References. 

56-5-306 56-5-106 This chapter is referred to in §§ 4-5-102, 
56-5-307 56-5-107 50-6-121, 56-23-105, 56-41-101. 

56-5-308 56-5-108 This part is referred to in §§ 56-7-2206, 56- 
56-5-309 56-5-109 43-106. 

56-5-310 56-5-110 This section is referred to in § 56-7-1802. 


56-5-102. Part definitions. 


As used in this part, unless the context otherwise requires: 
(1) “Advisory organization” means any person or organization, other than 
a rate service organization, that assists insurers as authorized by 


§ 56-5-111; 


(2) “Advisory prospective loss costs” means historical aggregate losses 
and loss adjustment expenses projected through development to their 
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ultimate value and through trending to a future point in time. “Advisory 
prospective loss costs” does not include provisions for profit or for expenses 
other than loss adjustment expenses; 

(3) “Commercial risk insurance” means insurance within the scope of this 
part that is not personal risk insurance; 

(4) “Commissioner” means the commissioner of commerce and insurance; 

(5) “Joint underwriting” means a voluntary arrangement established on 
an ad hoc basis to provide insurance coverage for a commercial risk pursuant 
to which two (2) or more insurers separately contract with the insured at a 
price and under policy terms agreed upon between the insurers; 

(6) “Multiplier”? means a workers’ compensation insurance company’s 
determination of the profits and expenses, other than loss expense and loss 
adjustment expense, all other applicable rating factors, including, but not 
limited to, schedule rating, experience rating and small deductible credits, 
and deviation from advisory prospective loss costs associated with writing 
workers’ compensation insurance, which shall be expressed as a single 
multiplicative factor to be applied equally and uniformly to the advisory 
prospective loss costs approved by the commissioner in making rates for all 
classification of risks utilized by the company; 

(7) “Personal risk insurance” means property and casualty insurance that 
provides: 

(A) Insurance on one (1) to four (4) family dwelling units, includin 
mobile homes; 

(B) Individual insurance on household goods in dwellings, mobile 
homes, apartments, or other residential facilities; 

(C) Insurance on every kind of farm property or farm risk, including 
farm premises, buildings, machinery, equipment, motor vehicles, live- 
stock, and other personal property used in farming operations; 

(D) Insurance on private passenger nonfleet motor-driven vehicles, not 
used for hire, which are used for personal, farm or family needs. The 
motor-driven vehicles include pickups, station wagons, vans, and vehicles 
with fewer than four (4) wheels; 

(EK) Insurance on pleasure watercraft that are used for personal, farm or 
family needs; and 

(F) Insurance sold in connection with and incidental to rental agree- 
ments for a period not to exceed ninety (90) days; 

(8) “Pool” means a voluntary arrangement other than a residual market 
mechanism, established on an ongoing basis, pursuant to which two (2) or 
more insurers participate in the sharing of risks on a predetermined basis. 
The pool may operate through an association, syndicate or other pooling 
agreement; 

(9) “Rate” includes advisory prospective loss costs; 

(10) “Rate service organization” means any person or organization that 
assists insurers in ratemaking or filing as authorized by § 56-5-110; 

(11) “Rate service organization” and “advisory organization” do not in- 
clude joint underwriting organizations, actuarial, legal or other consultants, 
a single insurer, any employees of an insurer, or insurers under common 
control or management or their employees or managers; 
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(12) “Residual market mechanism” means an arrangement, either volun- 
tary or mandated by law, involving participation by insurers in the equitable 
apportionment among them of insurance that may be afforded applicants 
who are unable to obtain insurance through ordinary methods; 

(13) “Supplementary rate information” includes any manual or plan of 
rates, classification, rating schedule, minimum premium, policy fee, rating 
rule, loss adjustment expense, including defense costs incurred for any 
reason under the policy, and any other similar information needed to 
determine the applicable rate in effect or to be in effect; and 

(14) “Supporting information” means: 

(A) The experience and judgment of the filer and the experience or data 
of other insurers or organizations relied upon by the filer; 

(B) The interpretation of any statistical data relied upon by the filer; 

(C) A description of methods used in making the rates; and 

(D) Other similar information relied upon by the filer. 


History. 

Acts 1983, ch. 66, § 3; 1996, ch. 944, § 34; 
1997, ch. 533, § 8; 2000, ch. 651, § 2; 2001, ch. 
192, 8§ 4, 14; 2015, ch. 188, § 1; T.C.A. § 56- 
5-302. 


Code Commission Notes. This section was 
renumbered from § 56-5-302 to § 56-5-102 by 
authority of the Code Commission in 2016. 


Compiler’s Notes. 

Acts 1996, ch. 944, § 42 provided that noth- 
ing in §§ 28-41 of the act shall apply to pooling 
agreements described in § 50-6-405(c). 

Acts 1996, ch. 944, § 43(a), as amended by 
Acts 2001, ch. 192, § 2(a), provided that 
§§ 31-42 of the act are repealed, effective July 
1, 2007, and that the affected sections of titles 


50 and 56 shall be revived and reenacted in 
their prior versions on that date. Acts 2007, ch. 
359, §§ 1 and 2 provided that the provisions of 
Acts 1996, ch. 944, § 43(a) and Acts 2001, ch. 
192, § 2(a) are deleted effective June 5, 2007. 

Sections 56-5-310 and 56-5-311 referenced in 
this section were renumbered as 56-5-110 and 
56-5-111, respectively, by the authority of the 
code commission in 2016. 


Section to Section References. 
This section is referred to in §§ 56-5-122, 
56-6-115, 56-7-1802, 56-7-1901, 66-27-413. 


Textbooks. 
Tennessee Jurisprudence, 18 Tenn. Juris., 
Mandamus, § 11. 


NOTES TO DECISIONS 


1. Obtaining Insurance “in the Regular 
Manner.” 

The question as to what constitutes obtaining 

insurance “in the regular manner” or “through 

ordinary methods” is one of fact for determina- 


56-5-103. Standards. 


(a) General. Rates: 


tion by the commissioner. National Council on 
Compensation Ins. v. Gaddis, 786 S.W.2d 240, 
1989 Tenn. App. LEXIS 545 (Tenn. Ct. App. 
1989). 


(1) Shall not be excessive, inadequate or unfairly discriminatory; or 
(2) In the case of an advisory prospective loss costs filing, shall reasonably 
reflect projected losses and loss adjustment expenses. 


(b) Excessiveness. A rate is excessive if it is likely to produce a profit that 
is unreasonably high for the insurance provided or if the expense provision 
included in the rate is unreasonably high in relation to the services rendered. 

(c) Inadequacy. A rate is not inadequate unless the rate is clearly insuffi- 
cient to sustain projected losses and expenses in the class of business to which 
it applies and the use of the rate has or, if continued, will have the effect of 
substantially lessening competition or the tendency to create a monopoly. 
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(d) Unfair Discrimination. Unfair discrimination exists if, after allowing 
for practical limitations, price differentials fail to reflect equitably the differ- 
ences in expected losses and expenses. A rate is not unfairly discriminatory 
because different premiums result for policyholders with like loss exposures 


with different expenses, or like expenses but different loss exposures, so long 


as the rate reflects the differences with reasonable accuracy. 


History. 
Acts 1983, ch. 66, § 4; 1996, ch. 944, § 35; 
T.C.A. § 56-5-303. 


Code Commission Notes. This section was 
renumbered from § 56-5-303 to § 56-5-103 by 
authority of the Code Commission in 2016. 


Compiler’s Notes. 

Acts 1996, ch. 944, § 42 provided that noth- 
ing in §§ 28-41 of that act shall apply to pooling 
agreements described in § 50-6-405(c). 

Acts 1996, ch. 944, § 43(a), as amended by 
Acts 2001, ch. 192, § 2(a), provided that 
§§ 31-42 of the act are repealed, effective July 


56-5-104. Criteria for compliance. 


1, 2007, and that the affected sections of titles 
50 and 56 shall be revived and reenacted in 
their prior versions on that date. Acts 2007, ch. 
359, §§ 1 and 2 provided that the provisions of 
Acts 1996, ch. 944, § 43(a) and Acts 2001, ch. 
192, § 2(a) are deleted effective June 5, 2007. 


Section to Section References. 
This section is referred to in §§ 56-5-104, 
56-22-109. 


Textbooks. 
Tennessee Jurisprudence, 15 Tenn. Juris., 
Insurance, § 44. 


In determining whether rates comply with the standards set forth in 
§ 56-5-103, the following criteria shall apply: 
(1) Basic Factors in Rates. Due consideration shall be given to: 
(A) Past and prospective loss and expense experience within and 


outside this state; 
(B) Catastrophe hazards; 


(C) Any residual market loss redistributions and other similar obliga- 


tions; 


(D) A reasonable provision for profit and contingencies; 

(E) Trends within and outside this state; 

(F) Loadings for leveling premium rates over a reasonable period of 
time or for dividends or savings to be allowed or returned by insurers to 
their policyholders, members or subscribers; and 

(G) All other relevant factors, including the judgment of the filer; 

(2) Classification. Risks may be classified in any reasonable way for the 
establishment of rates except that no risks may be grouped by classifications 
based in whole or in part on race, color, creed, or national origin of the risk. 
Rates may be modified for individual risks in accordance with rating plans 
or schedules that provide for recognition of probable variations in hazards, 


expenses or both; and 


(3) Expenses. The systems of expense provisions included in rates for 
use by an insurer or group of insurers may differ from those of other insurers 
or group of insurers to reflect the operating methods of the insurer, or group 
with respect to any kind of insurance, or with respect to any subdivision or 


combination of kinds of insurance. 
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History. 
Acts 1983, ch. 66, § 5; T.C.A. § 56-5-304. 


Code Commission Notes. This section was 
renumbered from § 56-5-304 to § 56-5-104 by 
authority of the Code Commission in 2016. 
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tory language of this section was renumbered 
as 56-5-103 by the authority of the code com- 
mission in 2016. 


Section to Section References. 
This section is referred to in § 56-22-109. 


Compiler’s Notes. 
Section 56-5-303 referenced in the introduc- 


56-5-105. Filing by personal risk insurers. 


(a) Every insurer of personal risk insurance shall file with the commissioner 
all rates, supplementary rate information, supporting information, policy 
forms, and endorsements at least thirty (30) days before the proposed effective 
date. 
(b) The commissioner may give written notice, within thirty (30) days of the 
receipt of the filing, that the commissioner needs additional time, not to exceed 
thirty (30) days from the date of the notice, to consider the filing. 

(c) Upon written application by the insurer, the commissioner may autho- 
rize rates to be effective before the expiration of the waiting period or an 
extension of the waiting period. 

(d)(1) A filing shall be deemed to meet the requirements of this part and to 

become effective unless disapproved by the commissioner before the expira- 

tion of the waiting period or an extension of the waiting period. 

(2) Whenever a filing made pursuant to this section is not accompanied by 
sufficient supporting information, the commissioner shall inform the insurer 
as to what information is required to complete the filing. 

(3) The filing shall not be deemed to be made until the information is 
furnished. 


History. Attorney General Opinions. 
Acts 1983, ch. 66, § 6; T.C.A. § 56-5-305. Other fees and charges, OAG 94-033 
(3/15/94). 


Code Commission Notes. This section was 
renumbered from § 56-5-305 to § 56-5-105 by 
authority of the Code Commission in 2016. 


Section to Section References. 
This section is referred to in §§ 56-5-107, 
56-22-109. 


56-5-106. Filing by commercial risk insurers. 


(a)(1) Except as provided in subsections (b) and (c), every insurer of 
commercial risk insurance shall file with the commissioner all rates, 
supplementary rate information, policy forms and endorsements, not later 
than fifteen (15) days after the effective date; provided, that the rates, 
supplementary rate information, policy forms and endorsements need not be 
filed for inland marine risks that by general custom of the business are not 
written according to manual rules of rating plans. Upon request of the 
commissioner, supporting information shall also be filed. 

(2) The commissioner may, after a hearing providing not less than twenty 
(20) days’ written notice to the insurer, disapprove any policy form or 
endorsement already in effect if it does not comply with the law or with rules 
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adopted pursuant to this part or if it contains any provision that is unfair, 
deceptive or misleading. The disapproval order shall specify the reasons for 
the commissioner’s findings and the date, not less than thirty (30) days after 
issuance of the order, when the disapproval is effective, and it shall 
thereafter be unlawful for the insurer to use the form or endorsement in this 
state. 

(b) With respect to workers’ compensation insurance, a rate service organi- 
zation designated by one (1) or more insurers shall develop and file for 
approval with the commissioner in accordance with this section, a filing on 
behalf of authorized insurers containing advisory prospective loss costs and 
supporting actuarial and statistical data for workers’ compensation insurance, 
including loss adjustment expenses. An advisory prospective loss costs filing 
shall become effective only when approved pursuant to § 50-6-402. 

(c) Each workers’ compensation insurer, or group of insurers under common 
ownership, shall individually file with the commissioner the multiplier and 
supporting information not later than fifteen (15) days after the effective date, 
and at least annually thereafter on March 1. Multipliers shall apply to the 
most recently approved, currently effective advisory prospective loss cost. 

(d) All multipliers filed pursuant to subsection (c) shall be actuarially 
justified and shall be certified by a member in good standing of the Casualty 
Actuarial Society. 


History. 

Acts 1983, ch. 66, § 7; 1996, ch. 944, § 36; 
1997, ch. 533, § 10; 1998, ch. 1024, § 17; 2001, 
ch. 192, §§ 3, 5, 15; 2015, ch. 188, § 2; T.C.A. 
§ 56-5-306. 


Code Commission Notes. This section was 
renumbered from § 56-5-306 to § 56-5-106 by 
authority of the Code Commission in 2016. 


Compiler’s Notes. 

Acts 1996, ch. 944, § 42 provided that noth- 
ing in §§ 28-41 of that act shall apply to pooling 
agreements described in § 50-6-405(c). 

Acts 1996, ch. 944, § 43(a), as amended by 
Acts 2001, ch. 192, § 2(a), provided that 


56-5-107. Inspection of filings — 


§§ 31-42 of the act are repealed, effective July 
1, 2007, and that the affected sections of titles 
50 and 56 shall be revived and reenacted in 
their prior versions on that date. Acts 2007, ch. 
359, §§ 1 and 2 provided that the provisions of 
Acts 1996, ch. 944, § 43(a) and Acts 2001, ch. 
192, § 2(a) are deleted effective June 5, 2007. 


Section to Section References. 
This section is referred to in §§ 56-5-107, 
56-5-122. 


Attorney General Opinions. 


Other fees and charges, OAG 94-033 
(3/15/94). 
Surcharges — Residual market 


mechanisms — Alternative filings. 


(a) Filings Open to Inspection. All rates, supplementary rate informa- 
tion, policy forms, endorsements, and any supporting information filed under 
this part shall, as soon as filed, be open to public inspection at any reasonable 
time, except any information that is a trade secret under the Uniform Trade 
Secrets Act, compiled in title 47, chapter 25, part 17, as determined by the 
commissioner in the commissioner’s sole discretion. The insurer or filer shall 
have the burden of asserting to the commissioner that the information is a 
trade secret. Insurers may file certain information with the commissioner for 
a determination as to whether it would be held to be a trade secret under this 
subsection (a). Such information shall not be made public during the pendency 
of the review. Should it be determined that such information is not trade secret 
information, then the commissioner shall return such information to the 
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insurer or filer. Copies of public information may be obtained by any person on 
request and upon payment of a reasonable charge. 

(b) Consent to Rate. Notwithstanding any other provisions of this part, 
upon written application of an insured, stating specific reasons why a risk 
requires higher than standard rates on file by an insurer, a rate in excess of 
that provided by a filing otherwise applicable may be used on a specific risk. An 
endorsement shall be attached to the policy, giving the reasons and the 
percentage of surcharge. A copy of the endorsement shall be kept by the insurer 
and its agent. The copies shall be made available to the commissioner upon 
request for review to determine that the rates are not excessive, inadequate or 
unfairly discriminatory. 

(c) Residual Market Mechanism. No filing, whether personal or commer- 
cial risk, shall be used for a residual market mechanism until it has become 
effective pursuant to § 56-5-105. 

(d) Rate Service Organization Filings. 

(1)(A) The filings required by §§ 56-5-105 and 56-5-106, except § 56-5- 

106(c), including advisory prospective loss costs, other than rates for 

policies issued pursuant to any residual market mechanism for workers’ 

compensation insurance established under § 56-5-114, may be made by a 

rate service organization designated by an insurer. 

(B) The filings required by § 56-5-106 for rates for policies issued 

pursuant to any residual market mechanism established under § 56-5- 

114 for workers’ compensation insurance shall be made by a rate service 

organization designated by the commissioner. 

(2) An insurer may make a filing, for lines other than workers’ compen- 
sation, in compliance with §§ 56-5-105 and 56-5-106 and by giving written 
notice to the commissioner that the insurer is following rates as filed by a 
rate service organization in a particular line with any exceptions clearly set 
forth as are necessary to fully inform the commissioner. 

(e) Reference Filings. An insurer may file by reference to rates, supple- 
mentary rate information, supporting information, and policy forms and 
endorsements filed by and effective for another insurer or a rate service 
organization. 

(f) Number of Rate Filings. A company shall not be limited in the number 
of rate filings which a company may file in any one (1) calendar year; however, 
should a company make more than one (1) rate filing in one (1) calendar year 
for a single type of insurance coverage, the company shall pay to the 
commissioner for each additional rate filing the fee of two hundred and fifty 
dollars ($250) as well as all costs incurred by the commissioner for an actuarial 
review of the rate filing. The fee provided for by this subsection (f) and cost 
requirements shall not apply to advisory prospective loss cost filings by the 
commissioner’s designated rate service organization. 


History. 2003, ch. 215, § 3; 2010, ch. 837, § 1; T.C.A. 
Acts 1983, ch. 66, § 8; 1996, ch. 944, § 37; § 56-5-307. 


56-5-108 


Code Commission Notes. This section was 
renumbered from § 56-5-307 to § 56-5-107 by 
authority of the Code Commission in 2016. 


Compiler’s Notes. 

Acts 1996, ch. 944, § 42 provided that noth- 
ing in §§ 28-41 of that act shall apply to pooling 
agreements described in § 50-6-405(c). 

Acts 1996, ch. 944, § 43(a), as amended by 
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1, 2007, and that the affected sections of titles 
50 and 56 shall be revived and reenacted in 
their prior versions on that date. Acts 2007, ch. 
359, §§ 1 and 2 provided that the provisions of 
Acts 1996, ch. 944, § 43(a) and Acts 2001, ch. 
192, § 2(a) are deleted effective June 5, 2007. 
Sections 56-5-305, 56-5-306 and 56-5-314 ref- 
erenced in subdivisions (c) and (d) were renum- 
bered as 56-5-105, 56-5-106 and 56-5-314, re- 


Acts 2001, ch. 192, § 2(a), provided that 
§§ 31-42 of the act are repealed, effective July 


spectively, by the authority of the code 
commission in 2016. 


56-5-108. Basis and procedure for disapproval — Interim rates. 


(a) Basis for Disapproval. The commissioner shall disapprove a rate if: 

(1) The commissioner finds that the rate is excessive, inadequate or 
unfairly discriminatory; or 

(2) In the case of an advisory prospective loss costs filing, the commis- 
sioner finds the filing does not reasonably reflect projected losses, including 
loss adjustment expenses. For an advisory prospective loss costs filing the 
commissioner may also modify the filing as permitted by § 50-6-402(b). 

(b) Disapproval Procedure. 

(1) Ifthe commissioner disapproves or modifies a filing, the commissioner 
shall issue a written order specifying in what respect that the rate proposed 
in the filing is excessive, inadequate or unfairly discriminatory or otherwise 
fails to meet the requirements of this part. The person making the filing 
shall be given a hearing upon written request made within thirty (30) days 
after the disapproval or modification order. 

(2) If the commissioner disapproves rates already in effect, the commis- 
sioner shall issue the order only after a hearing held on not less than twenty 
(20) days’ written notice to the insurer or rate service organization that 
made the filing. The order shall be issued within fifteen (15) days after the 
close of the hearing and shall specify in what respects the rates fail to meet 
the requirements of this part. The order shall also state when, within a 
reasonable period of time, but not less than forty-five (45) days, the further 
use of the rate in contracts of insurance made thereafter shall be prohibited. 
The order may include a provision for premium adjustment for policies 
issued, renewed or nonrenewed after the effective date of the order. In 
disputes concerning a multiplier, the insurer shall have the burden of 
persuasion that the commissioner’s disapproval, modification, or failure to 
approve was inappropriate. ; 

(c) Interim Rates. Whenever an insurer has no legally effective rates as a 
result of the commissioner’s disapproval of rates or other act, the commissioner 
shall on request of the insurer specify interim rates for the insurer that are 
high enough to protect the interests of all parties, and may order that a 
specified portion of the premiums be placed in an escrow account approved by 
the commissioner. When new rates become legally effective, the commissioner 
shall order the escrowed funds or any overcharge in the interim rates to be 
distributed appropriately, except that refunds to policyholders that are de 
minimis shall not be required. 
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History. 

Acts 1983, ch. 66, § 9; 1996, ch. 944, § 38; 
1997, ch. 533, § 11; 1998, ch. 1024, § 16; T.C.A. 
§ 56-5-308. 


Code Commission Notes. This section was 
renumbered from § 56-5-308 to § 56-5-108 by 
authority of the Code Commission in 2016. 


Compiler’s Notes. 

Acts 1996, ch. 944, § 42 provided that noth- 
ing in §§ 28-41 of that act shall apply to pooling 
agreements described in § 50-6-405(c). 
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Acts 1996, ch. 944, § 43(a), as amended by 
Acts 2001, ch. 192, § 2(a), provided that 
§§ 31-42 of the act are repealed, effective July 
1, 2007, and that the affected sections of titles 
50 and 56 shall be revived and reenacted in 
their prior versions on that date. Acts 2007, ch. 
359, §§ 1 and 2 provided that the provisions of 
Acts 1996, ch. 944, § 48(a) and Acts 2001, ch. 
192, § 2(a) are deleted effective June 5, 2007. 


Section to Section References. 
This section is referred to in § 56-22-109. 


56-5-109. Information for insureds — Review for aggrieved persons — 
Civil penalty — Rule-making authority. 


(a) Information to Be Furnished Insureds. Every insurer or rate ser- 
vice organization shall, within a reasonable time after receipt of a written 
request and upon payment of a reasonable charge, furnish to any insured 
affected by a rate published by it, all pertinent information as to the rate. 

(b) Aggrieved Persons. Every insurer and rate service organization shall 
provide within this state reasonable means whereby any person aggrieved by 
the application of its rating system may be heard on written request to review 
the manner in which the rating system has been applied in connection with the 
insurance afforded. If the insurer fails to grant or reject the request within 
thirty (30) days, the applicant may proceed in the same manner as if the 
application had been rejected. Any party affected by the action of the insurer 
on the request may, within thirty (30) days after written notice of the action, 
appeal to the commissioner who, after a hearing held upon not less than ten 
(10) days’ written notice to the appellant and to the insurer, may affirm, 
modify, or reverse the action. 

(c) After notice and hearing in accordance with the Uniform Administrative 
Procedures Act, compiled in title 4, chapter 5, the commissioner may impose a 
civil penalty of up to ten thousand dollars ($10,000) per occurrence, upon a 
finding that a workers’ compensation insurer, without any lawful basis, has 
assessed an employer premium: 

(1) For individuals who are not employees; or 
(2) On the basis of improper classification of employees. 

(d) The commissioner shall have the authority to promulgate rules, includ- 
ing emergency rules, to effectuate this section. The rules may provide the 
commissioner with the authority to assess the charges of the administrative 
procedures division of the office of the secretary of state for any administrative 
hearing conducted under this section. 


History. Tennessee code commission is directed to 


Acts 1983, ch. 66, § 10; 2006, ch. 536, § 1; 
2009, ch. 566, § 12; T.C.A. § 56-5-309. 


Code Commission Notes. This section was 
renumbered from § 56-5-309 to § 56-5-109 by 
authority of the Code Commission in 2016. 


Compiler’s Notes. 
Acts 2009, ch. 566, § 12 provided that the 


change all references to public necessity rules, 
wherever such references appear in this code, 
to emergency rules, as sections are amended 
and volumes are replaced. 


Section to Section References. 
This section is referred to in § 50-6-417. 
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NOTES TO DECISIONS 


Analysis 


1. Applicability. 
2. “Application of a Rating System.” 


1. Applicability. 

Subsection (b) applies not only to rates but to 
the “application” of the “rating system” as well. 
National Council on Compensation Ins. v. Gad- 


2. “Application of a Rating System.” 
Forcing an insured to accept coverage on the 
condition of paying a retrospective rate versus 
a guaranteed cost premium is an “application of 
a rating system” within the meaning and con- 
templation of T.C.A. § 56-5-109. National 
Council on Compensation Ins. v. Gaddis, 786 
S.W.2d 240, 1989 Tenn. App. LEXIS 545 (Tenn. 


dis, 786 S.W.2d 240, 1989 Tenn. App. LEXIS 


Ct. App. 1989). 
545 (Tenn. Ct. App. 1989). 


56-5-110. Licensing of rate service organizations — Activities and 
services. 


(a) License Required. No rate service organization shall provide any 
service relating to the rates of any insurance subject to this part, and no 
insurer shall utilize the services of the organization for those purposes unless 
the organization has obtained a license under subsection (d). 

(b) Authorized Activities. Any licensed rate service organization may: 

(1) Collect, compile, and furnish loss or expense statistics; 

(2) Recommend, make or file rates or supplementary rate information; 

(3) Advise about rate questions and provide supporting information for 
rates; 

(4) Develop, recommend or file policy provisions or forms, coverages, 
classifications, and statistical plans; 

(5) Make inspections, surveys and audits; 

(6) Conduct research and on-the-site inspections in order to prepare 
classifications of public fire defenses; 

(7) Provide actuarial, statistical and administrative services to insurers 
and insurer-supported organizations; 

(8) Conduct and report on the content of research projects; and 

(9) Furnish any other services related to those enumerated in this 

subsection (b). 

(c) Availability of Services. No rate service organization shall refuse to 
supply any services for which it is licensed in this state to any insurer 
authorized to do business in this state and offering to pay the fair and usual 
compensation for the services, nor shall a rate service organization require the 
purchase of any specific services as a condition to obtaining the services 
sought; provided, that the furnishing of the requested services does not place 
an unreasonable burden on the rate service organization. 

(d) Licensing. 

(1) Application. A rate service organization applying for a license shall 
include with its application: 

(A) A copy of its constitution, articles of association or incorporation, 
bylaws, and any other rules or regulations governing the conduct of its 
business; 

(B) A list of its members and subscribers; 

(C) Aservice and acknowledgment of service of process as provided for 
insurance companies under § 56-2-501; and 
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(D) A statement showing its technical qualifications. 

(2) Granting of a License. If the commissioner finds that the applicant 
is qualified, the commissioner shall issue a license specifying the kinds of 
insurance or subdivisions of kinds of insurance for which the applicant is 
authorized to act as a rate service organization. Every application shall be 
granted or denied in whole or in part by the commissioner within sixty (60) 
days after the date of its filing. Licenses issued pursuant to this section shall 
remain in effect until suspended or revoked by the commissioner. The fee for 
the license shall be one hundred dollars ($100). 


History. Section to Section References. 
Acts 1983, ch. 66, § 11; T.C.A. § 56-5-310. This section is referred to in §§ 56-5-102, 
56-5-111. 


Code Commission Notes. This section was 
renumbered from § 56-5-310 to § 56-5-110 by 
authority of the Code Commission in 2016. 


56-5-111. Registration of advisory organizations — Activities and ser- 
vices. 


(a) Registration Required. No advisory organization shall provide any 
service relating to the rates of any insurer subject to this part, and no insurer 
shall utilize the services of the organization for those purposes unless the 
organization has registered under subsection (d). 

(b) Authorized Activities. A registered advisory organization may per- 
form any of the authorized activities enumerated in § 56-5-110(b) except no 
advisory organization may make any filings on behalf of insurers. 

(c) Availability of Services. No advisory organization shall refuse to 
supply any authorized services for which it is registered in this state to any 
insurer authorized to do business in this state and offering to pay the fair and 
usual compensation for the services, nor shall an advisory organization require 
the purchase of any specific services as a condition to obtaining the services 
sought; provided, that the furnishing of the requested services does not place 
an unreasonable burden on the advisory organization. 

(d) Form of Registration. 

(1) Registration. An advisory organization shall submit, at the time of 
registration: 

(A) A copy of its constitution, articles of association or incorporation, 
bylaws, and any other rules or regulations governing the conduct of its 
business; 

(B) A list of its members and subscribers; 

(C) Aservice and acknowledgment of service of process as provided for 
insurance companies under § 56-2-501; 

(D) An agreement that the commissioner may examine each advisory 
organization in accordance with § 56-5-115; and 

(E) A fee for registration in the amount of one hundred dollars ($100). 
(2) Prohibited Activities. If after a hearing the commissioner finds that 

any activity or practice of any advisory organization is unfair, unreasonable 

or otherwise inconsistent with this part, the commissioner shall specify the 
finding in an order requiring the discontinuance of the activity or practice. 


56-5-112 


History. 
Acts 1983, ch. 66, § 12; T.C.A. § 56-5-311. 


Code Commission Notes. This section was 
renumbered from § 56-5-311 to § 56-5-111 by 
authority of the Code Commission in 2016. 
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this section were renumbered as 56-5-110 and 
56-5-115, respectively, by the authority of the 
code commission in 2016. 


Section to Section References. 
This section is referred to in § 56-5-102. 


Compiler’s Notes. 
Sections 56-5-310 and 56-5-315 referenced in 


56-5-112. Plans for reporting loss and expense experience. 


(a) Insurers shall file with the commissioner, and the commissioner shall 
review, reasonable rules and plans for recording and reporting of loss and 
expense experience in appropriate form and detail. The commissioner may 
designate one (1) or more rate service organizations or advisory organizations 
to assist in gathering the experience and making compilations. No insurer 
shall be required to record or report its experience on a classification basis 
inconsistent with its own rating system; provided, that for workers’ compen- 
sation insurance, all insurers shall use the classification system and statistical 
plan of the rate service organization designated by the commissioner. 

(b) The commissioner and every insurer, rate service organization and 
advisory organization may exchange information and experience data with 
insurance regulatory officials, insurers, rate service organizations and advi- 
sory organizations in this and other states and may consult with them with 
respect to ratemaking and the application of rating systems. 


History. 
Acts 1983, ch. 66, § 13; T.C.A. § 56-5-312. 


renumbered from § 56-5-312 to § 56-5-112 by 
authority of the Code Commission in 2016. 


Code Commission Notes. This section was 


56-5-113. Agreements between insurers or with other organizations — 
Application for deductible plan — Rating plans submitted 
by captive insurance companies providing workers’ com- 
pensation coverage. 


(a) Except as provided in this chapter, no insurer may agree with any other 
insurer or with a rate service organization or an advisory organization to 
adhere to or use any rate or supplementary rate information. The fact that any 
insurer adheres to or uses the material is not sufficient in itself to support a 
finding that an agreement to adhere or use exists but may be used for the 
purpose of supplementing other evidence as to the existence of the agreement. 
Two (2) or more insurers having common ownership or operating in this state 
under common management or control may act in concert between or among 
themselves in the same manner as if they constitute a single insurer. 

(b) Any workers’ compensation insurer may make written application to the 
commissioner for approval on its behalf of a deductible plan where the insurer 
can be reimbursed by the policyholder, effective for a period of not less than one 
(1) year, to be applied to the rates or premiums, or both, produced by the rating 
system. The application shall specify the basis for the modification and a copy 
of the application shall also be sent simultaneously to the rate service 
organization. The commissioner shall approve the modification for the insurer 
if the commissioner finds it to be justified. The commissioner shall not approve 
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the modification if the commissioner finds that the resulting premiums would 
be excessive, inadequate or unfairly discriminatory. 

(c) Notwithstanding any other provision in this chapter, the commissioner 
may approve any rating plan submitted by a captive insurance company that 
is formed under chapter 13 of this title and is authorized to provide workers’ 
compensation coverage, so long as the captive insurance company demon- 
strates to the commissioner’s satisfaction that the proposed rating plan does 
not endanger the solvency of the company and adequately protects the 
insureds. 


History. 

Acts 1988, ch. 66, § 14; 1991, ch. 511, § 1; 
1996, ch. 944, § 39; 1997, ch. 533, § 12; 2015, 
ch. 156, § 1; T.C.A. § 56-5-313. 


Code Commission Notes. This section was 
renumbered from § 56-5-313 to § 56-5-113 by 
authority of the Code Commission in 2016. 


Compiler’s Notes. 
Acts 1996, ch. 944, § 42 provided that noth- 
ing in §§ 28-41 of that act shall apply to pooling 


Acts 2001, ch. 192, § 2(a), provided that 
8§ 31-42 of the act are repealed, effective July 
1, 2007, and that the affected sections of titles 
50 and 56 shall be revived and reenacted in 
their prior versions on that date. Acts 2007, ch. 
359, §§ 1 and 2 provided that the provisions of 
Acts 1996, ch. 944, § 43(a) and Acts 2001, ch. 
192, § 2(a) are deleted effective June 5, 2007. 
Acts 1997, ch. 533, § 52 provided that the 
amendment by that act shall apply to events 
occurring on and after January 1, 1997. 


Section to Section References. 
This section is referred to in § 56-5-114. 


agreements described in § 50-6-405(c). 
Acts 1996, ch. 944, § 43(a), as amended by 


§6-5-114. Joint underwriting, pools, residual market mechanisms, and 
workers’ compensation assigned risk plans. 


(a) Authorization. Notwithstanding § 56-5-113(a), insurers participating 
in joint underwriting, pools or residual market mechanisms may, in connection 
with the activity, act in cooperation with each other in the making of rates, 
supplementary rate information, policy forms, underwriting rules, surveys, 
inspections and investigations, the furnishing of loss and expense statistics or 
other information, and in the conduct of research. Joint underwriting, pools 
and residual market mechanisms shall not be deemed rate service or advisory 
organizations. 

(b) Regulation. 

(1) Except to the extent modified by this section, insurers participating in 
joint underwriting, pool or residual market mechanisms are subject to this 
part. 

(2) Every pool shall file with the commissioner: 

(A) A copy of its constitution, articles of association or incorporation, 

bylaws, and any other rules or regulations governing its activities; 

(B) A list of its members; 

(C) The name and address of a resident of this state upon whom notices 
or orders of the commissioner or process may be served; and 

(D) Any changes in the filings under subdivisions (b)(2)(A)-(C). 

(3) Any residual market mechanism, plan or agreement to implement the 
mechanism, and any amendments to the mechanism, plan or agreement, 
shall be submitted in writing to the commissioner for approval, together 
with such information as the commissioner may reasonably require. 

(4) If, after a hearing, the commissioner finds that any activity or practice 
of insurers participating in joint underwriting, pool or residual market 
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mechanisms is unfair, unreasonable or otherwise inconsistent with this part, 
the commissioner shall issue a written order specifying in what respects the 
activity or practice is unfair, unreasonable or otherwise inconsistent with 
this part and require the discontinuance of the activity or practice. 

(c)(1) The commissioner shall implement a plan as soon as possible for the 
equitable apportionment among insurers of applicants for workers’ compen- | 
sation insurance who are in good faith entitled to such insurance, but who 
are unable to procure it through ordinary methods. The plan shall provide 
reasonable rules governing the equitable distribution of risks by direct 
assignment, reinsurance, or otherwise, and their assignment to insurers, 
and shall provide a method whereby applicants for insurance, insured, and 
insurers may have a hearing on grievances and the right of appeal to the 
commissioner. 

(2) Notwithstanding § 56-5-113(a), every insurer, except those entities 
under § 50-6-405(a)(2) and (c) that qualify under § 50-6-401 or § 50-6-405, 
and those entities under title 50, chapter 6, part 6, undertaking to transact 
in this state the business of either workers’ compensation or employer’s 
liability insurance, or both, and every rating organization that files rates or 
prospective loss costs for such insurance shall participate in the plan. No 
insurer shall thereafter issue a policy of workers’ compensation or employ- 
er’s liability insurance or undertake to transact that business in this state 
unless the insurer participates in the plan. 

(3)(A) No later than July 1 of each year, the commissioner shall determine 
whether the membership of the assigned risk pool, created pursuant to 
this subsection (c), for the prior calendar year exceeds fifteen percent 
(15%) of the membership of the eligible employer market, as based on 
premium, excluding self-insured employers and self-insured groups. For 
any period in which it is determined the membership of the assigned risk 
pool exceeds fifteen percent (15%) of the membership of the eligible 
employer market, the commissioner shall issue a report to the advisory 
council on workers’ compensation setting forth the percentage of the 
eligible employer market insured through the assigned risk pool and the 
reasons contributing to increased membership of the pool. The report shall 
include recommendations as to whether: 

(i) The competitive state workers’ compensation insurance fund, 
established by title 50, chapter 6, part 6, should be activated; 

(ii) A plan of direct assignment on a randomized basis of all assigned 
risk plan policies to insurers offering workers’ compensation insurance 
subject to subdivision (c)(4) should be implemented; 

(iii) Other actions should be taken; or 

(iv) No action should be taken. 

(B) The advisory council shall have ninety (90) days to provide written 
comments to the commissioner regarding the report and recommenda- 
tions. After receipt of the advisory council’s comments and recommenda- 
tions, the commissioner shall take action deemed appropriate; provided, 
that the commissioner shall hold .a hearing before electing to activate the 
competitive state workers’ compensation insurance fund or to institute a 
plan of direct assignment. 
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(4) If a direct assignment plan becomes operational, pursuant to this 
section, then the commissioner shall structure the randomized assignment 
so that small insurers do not bear a disproportionate share of risk in the 
market. A plan of direct assignment shall include provisions to provide that 
insurers who depopulated the assigned risk pool in the preceding five (5) 
years receive applicable take out credits to be used in determining the 
appropriate level of policies to be assigned to the insurers. 

(5) If the commissioner elects to make the competitive state workers’ 
compensation fund operational pursuant to subdivision (c)(3), then the fund 
shall not be required to meet the reserve requirements for a domestic 
insurance company for the first seven (7) years of operation as otherwise 
required by §§ 50-6-601 and 50-6-603. The commissioner shall promptly 
notify the governor, and the speakers of the senate and the house of 
representatives of the election. 

(6)(A)G) On and after January 1, 1997, the plan developed under this 
subsection (c) shall assign an insured in this plan to one (1) of three (3) 
subplans. Those subplans are: 

(a) The small employer plan, for insureds not eligible for experience 
rating; 

(b) The special risk plan, for insureds that are employers whose 
experience modifications are one and ten hundredths (1.10) or less; 
and 

(c) The safety incentive plan, for all other risks. 

(ii) The commissioner is authorized to establish increasing levels of 
premium surcharges for employers with experience modification factors 
in excess of one and ten hundredths (1.10). The surcharges may not 
exceed fifty percent (50%) for employers with modification factors in 
excess of two and zero hundredths (2.00). 

(B) The advisory prospective loss cost for subdivisions (c)(6)(A)(i)(a) and 
(6) may not exceed that approved by the commissioner for the voluntary 
market. The commissioner shall annually establish the multiplier to be 
applied to the advisory prospective loss cost for the assigned risk plan. In 
establishing the multiplier, the commissioner shall consider the estimated 
cost of providing required services pursuant to this subsection (c) and the 
level of the multipliers in the voluntary market. 

(7(A) The commissioner shall not approve a plan pursuant to this 

subsection (c) that does not provide for the making available of a list of the 

employers insured under this subsection (c) on request to interested 
persons for a reasonable fee or to the department. A reasonable fee shall 
only include the cost of production and mailing the list. 

(B) As part of the application for insurance coverage, an employer shall 
elect whether to be excluded from the list provided for by this subsection 
(c). Every application for the assigned risk plan shall include the following 
language: 

THE INSURED ELECTS TO BE EXCLUDED FROM THE LIST OF 
EMPLOYERS IN THE ASSIGNED RISK PLAN: 

eo: STR See INO 


56-5-115 


History. 

Acts 1983, ch. 66, § 15; 1993, ch. 452, §§ 1, 2; 
1995, ch. 448, § 2; 1996, ch. 944, §§ 29, 30; 
1997, ch. 533, §§ 13, 14; 2000, ch. 852, §§ 1, 2; 
2001, ch. 192, §§ 6, 7; 2002, ch. 695, § 5; T.C.A. 
§ 56-5-314. 


Code Commission Notes. This section was 
renumbered from § 56-5-314 to § 56-5-114 by 
authority of the Code Commission in 2016. 


Compiler’s Notes. 
Acts 1996, ch. 944, § 42 provided that noth- 
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ing in §§ 28-41 of that act shall apply to pooling 
agreements described in § 50-6-405(c). 

Acts 1997, ch. 533, § 52 provided that the 
amendment to subdivision (c)(6)(B) by that act 
shall apply to events occurring on and after 
January 1, 1997. 

Section 56-5-313 referenced in (a) and (c) was 
renumbered as 56-5-113 by the authority of the 
code commission in 2016. . 


Section to Section References. 
This section is referred to in §§ 50-6-402, 
50-6-604, 50-6-917, 56-5-107. 


56-5-115. Examination of insurance entities by commissioner. 


(a) The commissioner may examine any insurer, advisory organization, rate 
service organization, pool or residual market mechanism to ascertain compli- 
ance with this part. 

(b) Every insurer, advisory organization, rate service organization, pool and 
residual market mechanism shall maintain records of the type and kind 
reasonably adapted to its method of operation. The records shall contain the 
experience, data, statistics and other information collected or used by it in its 
activities. These records shall be available for examination or inspection by the 
commissioner at any time upon reasonable notice. 

(c) The cost of an examination made pursuant to this section shall be paid 
by the examined party in the same manner as provided by § 56-1-413. 

(d) The commissioner may accept the report of an examination made by the 
insurance supervisory official of another state in lieu of an examination under 
this section. 


Section to Section References. 
This section is referred to in § 56-5-111. 


History. 
Acts 1983, ch. 66, § 16; T.C.A. § 56-5-315. 


Code Commission Notes. This section was 
renumbered from § 56-5-315 to § 56-5-115 by 
authority of the Code Commission in 2016. 


56-5-116. Payment of dividends, savings, and premium deposits unaf- 
fected. 


Nothing in this part shall be construed to prohibit or regulate the payment 
of dividends, savings, or unabsorbed premium deposits allowed or returned by 
insurers to their policyholders, members or subscribers. A plan for the 
payment of dividends, savings, or unabsorbed premium deposits allowed or 
returned by insurers to their policyholders, members or subscribers shall not 
be deemed a rating plan. 


History. 
Acts 1983, ch. 66, § 17; T.C.A. § 56-5-316. 


renumbered from § 56-5-316 to § 56-5-116 by 
authority of the Code Commission in 2016. 


Code Commission Notes. This section was 


56-5-117. Violations — Penalties — Suspension of licenses. 


(a) If the commissioner finds that any person or organization has violated 
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this part, the commissioner may impose a penalty of not more than five 
hundred dollars ($500) for each violation, to be recovered for the use of the 
state in a civil action brought in the name of the state by the commissioner in 
a court of competent jurisdiction. Technical violations arising from systems or 
computer errors of the same type shall be treated as a single violation. In the 
event of an overcharge, if the insurer makes restitution, including payment of 
interest, no penalty shall be imposed. 

(b) The commissioner may, in lieu of subsection (a), impose a civil penalty 
after notice and hearing in accordance with the Uniform Administrative 
Procedures Act, compiled in title 4, chapter 5, if the commissioner finds that 
any person or organization has violated this part. This civil penalty shall not 
exceed five hundred dollars ($500) for each violation as provided for in 
subsection (a). 

(c) The commissioner has the discretion to abate the part of the penalty in 
this section that the facts of the particular case warrant and to bring suit for 
a lesser amount that may be determined, or to accept the lesser amount in 
settlement of the state’s claim for penalties. Any abatement or settlement of 
the penalties by the commissioner shall be with the consent and approval of 
the attorney general and reporter. 

(d) The commissioner may suspend the license of any rate service organi- 
zation or insurer for failure to comply with an order of the commissioner within 
the time limited by the order, or any extension of the time that the commis- 
sioner may grant. The commissioner may determine when a suspension of 
license becomes effective and it shall remain in effect for the period fixed by the 
commissioner, unless the commissioner modifies or rescinds the suspension, or 
until the order upon which the suspension is based is modified, rescinded, or 
reversed. 

(e) No license shall be suspended except upon a written order of the 
commissioner, stating the commissioner’s findings, made after a hearing held 
upon not less than ten (10) days’ written notice to the person or organization, 
specifying the alleged violation. 


History. renumbered from § 56-5-317 to § 56-5-117 by 
Acts 1983, ch. 66, § 18; T.C.A. § 56-5-317. authority of the Code Commission in 2016. 


Code Commission Notes. This section was 


56-5-118. Review of commissioner’s orders. 


Review of any order issued by the commissioner shall be in accordance with 
the Uniform Administrative Procedures Act, compiled in title 4, chapter 5. 
Where the order of the commissioner results in an increase or decrease in 
rates, any insurer affected by the increase or decrease may, with leave of court, 
pending final disposition of the proceedings in the chancery court, continue to 
charge rates that were obtained prior to the order of decrease, or may charge 
rates resulting from the order of increase on condition that the difference in the 
premiums be deposited in a special account by the insurer or paid to the 
holders of policies issued after the order of the commissioner, as the court may 
determine. 


56-5-119 
History. 
Acts 19838, ch. 66, § 19; T.C.A. § 56-5-318. 


Code Commission Notes. This section was 
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renumbered from § 56-5-318 to § 56-5-118 by 
authority of the Code Commission in 2016. 


56-5-119. System intended to provide stable insurance market. 


It is the intent of the general assembly that the advisory prospective loss 
costs system for workers’ compensation insurance be implemented with the 
goal of providing long-term stability in the workers’ compensation insurance 


market. 


History. 
Acts 1996, ch. 944, § 31; T.C.A. § 56-5-319. 


Code Commission Notes. This section was 
renumbered from § 56-5-319 to § 56-5-119 by 
authority of the Code Commission in 2016. 


Compiler’s Notes. 
Acts 1996, ch. 944, § 42 provided that noth- 
ing in §§ 28-41 of that act shall apply to pooling 


Acts 1996, ch. 944, § 43(a), as amended by 
Acts 2001, ch. 192, § 2(a), provided that 
§§ 31-42 of the act are repealed, effective July 
1, 2007, and that the affected sections of titles 
50 and 56 shall be revived and reenacted in 
their prior versions on that date. Acts 2007, ch. 
359, §§ 1 and 2 provided that the provisions of 
Acts 1996, ch. 944, § 43(a) and Acts 2001, ch. 
192, § 2(a) are deleted effective June 5, 2007. 


agreements described in § 50-6-405(c). 


56-5-120. Designated rate service organizations — Uniform statistical 
plan — Workers’ compensation insurers — Membership — 
Policy forms — Uniform classification scheme — Uniform 
experience rating plan. 


(a) The commissioner may designate a rate service organization to assist in 
gathering, compiling and reporting relevant workers’ compensation insurance 
statistical information. If the commissioner makes the designation, every 
workers’ compensation insurer shall record and report its workers’ compensa- 
tion insurance experience to the designated rate service organization as set 
forth in the uniform statistical plan approved by the commissioner and if 
requested shall file a copy of the report with the commissioner. 

(b) Each workers’ compensation insurer shall be a member of the workers’ 
compensation insurance rate service organization. Each workers’ compensa- 
tion insurer shall adhere to the policy forms and rating rules filed by the 
designated rate service organization. 

(c) Every workers’ compensation insurer shall adhere to a uniform classifi- 
cation system and uniform experience and retrospective rating plans that have 
been filed with the commissioner by the designated rate service organization 
and approved by the commissioner. 

(d) Subject to the approval of the commissioner, the rate service organiza- 
tion shall develop and file rules reasonably related to the recording and 
reporting of data pursuant to the uniform statistical plan, uniform experience 
rating plan and the uniform classification system. 

(e) For workers’ compensation insurance provided in the voluntary market, 
no schedule rating plan shall limit its application to any risk based on 
premium size or eligibility for experience rating; provided, that the application 
for the plan to any individual risk shall not result in the premium for the risk 
being less than the classification minimum premium established for workers’ 
compensation insurance. 
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History. 
Acts 1996, ch. 944, § 40; 1997, ch. 533, §§ 15, 
16; 1998, ch. 1024, § 19; T.C.A. § 56-5-320. 


Code Commission Notes. This section was 
renumbered from § 56-5-320 to § 56-5-120 by 
authority of the Code Commission in 2016. 


Compiler’s Notes. 
Acts 1996, ch. 944, § 42 provided that noth- 
ing in §§ 28-41 of that act shall apply to pooling 
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Acts 2001, ch. 192, § 2(a), provided that 
§§ 31-42 of the act are repealed, effective July 
1, 2007, and that the affected sections of titles 
50 and 56 shall be revived and reenacted in 
their prior versions on that date. Acts 2007, ch. 
359, §§ 1 and 2 provided that the provisions of 
Acts 1996, ch. 944, § 43(a) and Acts 2001, ch. 
192, § 2(a) are deleted effective June 5, 2007. 
Acts 1997, ch. 533, § 52 provided that the 
amendments by that act shall apply to events 


agreements described in § 50-6-405(c). 


occurring on and after January 1, 1997. 
Acts 1996, ch. 944, § 43(a), as amended by 


56-5-121. Interchange of data for rating plans — Cooperative activi- 
ties. 


(a) Reasonable rules and plans may be promulgated by the commissioner for 
the interchange of data necessary for the application of rating plans. 

(b) In order to further conform administration of rate regulatory laws, the 
commissioner and every insurer and the advisory organization designated by 
the commissioner may exchange information and experience data with insur- 
ance supervisory officials, insurers and advisory organizations in other states 
and may consult with them with respect to rate making and the application of 
rating systems. 

(c) Cooperation among advisory organizations, or among advisory organiza- 
tions and insurers in rate making or in other matters within the scope of this 
chapter is authorized, but the filings resulting from the cooperation are subject 
to this chapter. The commissioner, with the assistance of the attorney general 
and reporter, may review the cooperative activities and practices. If after a 
hearing the activity or practice is found to violate this chapter, the commis- 
sioner may issue a written order specifying that the activity or practice violates 


this chapter and requiring the discontinuance of the activity. 


History. 
Acts 1996, ch. 944, § 41; T.C.A. § 56-5-321. 


Code Commission Notes. This section was 
renumbered from § 56-5-321 to § 56-5-121 by 
authority of the Code Commission in 2016. 


Compiler’s Notes. 

Acts 1996, ch. 944, § 42 provided that noth- 
ing in §§ 28-41 of that act shall apply to pooling 
agreements described in § 50-6-405(c). 


Acts 1996, ch. 944, § 43(a), as amended by 
Acts 2001, ch. 192, § 2(a), provided that 
8§ 31-42 of the act are repealed, effective July 
1, 2007, and that the affected sections of titles 
50 and 56 shall be revived and reenacted in 
their prior versions on that date. Acts 2007, ch. 
359, §§ 1 and 2 provided that the provisions of 
Acts 1996, ch. 944, § 43(a) and Acts 2001, ch. 
192, § 2(a) are deleted effective June 5, 2007. 


56-5-122. Exempt commercial risk policyholders. 


(a) For purposes of this section: 


(1) “Exempt commercial risk policyholder” means an insured that either 
employs the services of an insurance producer licensed in property or 
casualty lines of authority or procures commercial risk insurance with the 
services of a full-time risk manager, and: 

(A) Is a city, county, or metropolitan government with a population of at 
least fifty thousand (50,000), according to the 2010 federal census or any 


subsequent census; 
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(B) Is this state; 

(C) Is a not-for-profit organization or a public entity with an annual 
budget of at least twenty-five million dollars ($25,000,000) in the preced- 
ing fiscal year; or 

(D) Is a commercial risk policyholder that annually certifies to the 
department on a form designated by the department that the policyholder: 

(i) Possesses a net worth of more than ten million dollars 
($10,000,000) at the time the policy of insurance is issued; 

(ii) Generated net revenue or sales of more than fifteen million 
dollars ($15,000,000) in the preceding fiscal year; 

(iii) Employs more than twenty-five (25) employees per individual 
company or fifty (50) employees per holding company at the time the 
policy of insurance is issued; and 

(iv) Paid annual aggregate insurance premiums of more than two 
hundred fifty thousand dollars ($250,000) in the preceding fiscal year of 
commercial risk insurance as defined in § 56-5-102, excluding any 
premiums paid for accident and health insurance and workers’ compen- 
sation and employer’s liability insurance as defined in § 56-2-201; and 

(2) “Risk manager” means a person who: 

(A) Holds an Accredited Advisor in Insurance (AAI) or Associate in Risk 
Management (ARM) designation for property and casualty lines of author- 
ity; 

(B) Holds a risk management in insurance degree from an accredited 
college or university for property and casualty lines of authority; or 

(C) Is qualified by experience, as determined by the commissioner. 

(b) Section 56-5-106(a) does not apply to a commercial risk policy issued to 
an exempt commercial risk policyholder by an insurer of commercial risk 
insurance. | 

(c) An insurer of commercial risk insurance is subject to the penalties 
provided in § 56-2-305 if the: 

(1) Insurer does not comply with § 56-5-106(a) relative to a commercial 
risk insurance policy issued to a commercial risk policyholder; and 

(2) Policyholder has not filed a certification as required by subdivision 
(a)(1)(D). 

(d) The certification form filed by a commercial risk policyholder pursuant to 
subdivision (a)(1)(D) shall be confidential and not subject to title 10, chapter 7, 
part 5. 

(e) Any application or policy issued to an exempt commercial risk policy- 
holder shall contain a disclaimer in language the same as or substantially 
similar to the following: 

The rate provided for in this policy and all forms utilized are exempt from 
the filing requirements of Tenn. Code Ann. § 56-5-106. The forms which 
make up this policy contract are exempt from the filing requirements of 
Tenn. Code Ann. § 56-5-306. 


History. Code Commission Notes. This section was 
Acts 2012, ch. 878, § 1; T.C.A. § 56-5-322. renumbered from § 56-5-322 to § 56-5-122 by 
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authority of the Code Commission in 2016. 


Compiler’s Notes. 

Former § 56-5-122 (Acts 1997, ch. 533, § 9), 
concerning approval of deviations from advi- 
sory loss costs in excess of twenty percent, was 
repealed by Acts 2001, ch. 192, § 13, effective 
July 1, 2001. 

For tables of U.S. decennial populations of 
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Tennessee counties, see Volume 13 and its - 
supplement. 

Section 56-5-302 and 56-5-306 referenced in 
this section were renumbered as 56-5-102 and 
56-5-106, respectively, by the authority of the 
code commission in 2016. 


Cross-References. 
Confidentiality of public records, § 10-7-504. 


56-5-123. Commercial lines insurer’s obligation to furnish loss run 
history to insured. 


(a) Within ten (10) business days of receipt of a written request from an 
insured or an insured’s designee, a commercial lines insurer shall furnish 
directly to the person designated in the request, a copy of the insured’s loss run 
history for up to the previous three (3) years, or complete loss run history with 
the insurer if the history is less than three (3) years. A written request includes 
communications made by email or fax. For the purposes of this section, 
“receipt” means receipt by an individual or entity designated by an insurer to 
receive loss run history requests. 

(b) If the insurer fails to provide the requested information within the time 
allowed in this section, the failure shall be a violation of the Tennessee Unfair 
Trade Practices and Unfair Claims Settlement Act of 2009, compiled in chapter 
8, part 1 of this title, and any requestor may seek enforcement and any 
remedies allowed pursuant to that chapter. The commissioner may take action 
in accordance with § 56-2-305 for the violation of subsection (a). 

(c) Notwithstanding this part to the contrary, no insurer shall charge any 
fees to prepare and furnish one (1) three-year loss run history. However, if the 
insurer provides the loss run history via electronic means, then the insurer 
may charge a reasonable fee to provide a hard copy of the same report. 


Code Commission Notes. This section was 
renumbered from § 56-5-323 to § 56-5-123 by 
authority of the Code Commission in 2016. 


PART 2 
RESTRICTIONS ON USE OF CREDIT SCORES 


chapter 5, part 4 by authority of the Code 
Commission in 2016. 


History. 
Acts 2003, ch. 359, § 14; 2005, ch. 165, § 1; 
2014, ch. 521, § 1; T.C.A. § 56-5-323. 


Code Commission Notes. This part, title 56, 
chapter 5, part 2 was renumbered from title 56, 


56-5-201. Part definitions. 


As used in this part, unless the context otherwise requires: 

(1) “Adverse action” means a denial or cancellation of, an increase in any 
charge for, or a reduction or other adverse or unfavorable change in the 
terms of coverage or amount of, any insurance, existing or applied for, in 
connection with the underwriting of personal insurance. An offer of place- 
ment with an affiliate insurer does not constitute adverse action, a refusal to 
insure, cancellation or nonrenewal of coverage; 

(2) “Affiliate” means any company that controls, is controlled by, or is 
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under common control with another company; 

(3) “Consumer” means an insured whose credit information is used or 
whose insurance score is calculated in the underwriting or rating of a 
personal insurance policy or an applicant for the policy; 

(4) “Consumer reporting agency” means any entity that, for monetary 
fees, dues, or on a cooperative nonprofit basis, regularly engages in whole or 
in part in the practice of assembling or evaluating consumer credit informa- 
tion or other information on consumers for the purpose of furnishing 
consumer reports to third parties; 

(5) “Credit information” means any credit-related information derived 
from a credit report, found on a credit report itself, or provided on an 
application for personal insurance. Information that is not credit-related 
shall not be considered “credit information,” regardless of whether it is 
contained in a credit report or in an application, or is used to calculate an 
insurance score; 

(6) “Credit report” means any written, oral, or other communication of 
information by a consumer reporting agency bearing on a consumer’s 
creditworthiness, credit standing or credit capacity that is used or expected 
to be used or collected in whole or in part for the purpose of serving as a 
factor to determine personal insurance premiums, eligibility for coverage, or 
tier placement; 

(7) “Insurance score” means a number or rating that is derived from an 
algorithm, computer application, model, or other process that is based in 
whole or in part on credit information for the purposes of predicting the 
future insurance loss exposure of an individual applicant or insured; and 

(8) “Personal insurance,” for the purposes of this part, means private 
passenger automobile, homeowners, motorcycle, manufactured home own- 
ers, noncommercial dwelling fire insurance, boat, personal watercraft, and 
recreational vehicle policies when those policies are individually underwrit- 
ten for personal, family or household use. 


History. following parallel reference table for the old 
Acts 2004, ch. 527, § 2; T.C.A. § 56-5-401. and new locations. 


Old Sections New Sections 


Code Commission Notes. This section was 


renumbered from § 56-5-401 to § 56-5-201 by porate Bers 
authority of the Code Commission in 2016. 56-0-402 56-5-202 
56-5-403 56-5-203 

Compiler’s Notes. 56-5-404 56-5-204 
The Code Commission transferred numerous 56-5-405 56-5-205 
sections in this title to this part, effective upon 56-5-406 56-5-206 
the 2016 replacement of this volume. See the 56-5-407 56-5-207 


56-5-202. Restrictions on use of credit scores. 


An insurer authorized to do business in this state that uses credit informa- 
tion to underwrite or rate risks for personal insurance shall not: 
(1) Take an adverse action against a consumer based on credit informa- 
tion, unless an insurer obtains and uses a credit report issued or an 
insurance score calculated within ninety (90) days from the date the 
personal insurance policy is first written or renewal is issued; 
(2)(A) Use credit information unless no later than thirty-six (36) months 
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following the last time that the insurer obtained current credit informa- 

tion for the insured, the insurer recalculates the insurance score or obtains 

an updated credit report. The insurer is not required to comply with this 
subdivision (2) if: 

(i) The insured is in the most favorably-priced tier of the insurer or 
within a group of affiliated insurers, for the type of policy covering the 
insured; 

(ii) If the insurer has determined not to use credit information in its 
re-evaluation of the insured upon renewal; or 

(iii) If the insurer provides a notice to the insured on an annual basis 
of the insured’s right to voluntarily request that their insurance credit 
score be rerun and reevaluated based on the current information 
available for the next effective renewal date of the insured’s policy. A 
notice provided under this section shall be in writing in clear and concise 
language and shall not contain any information other than what is 
necessary to notify the insured of this right. An insurer need not 
recalculate the insurance score or obtain the updated credit report of a 
consumer more frequently than once every twelve (12) months; 

(B) Nothing in subdivision (2)(A) shall be deemed to require any insurer 
to use credit information in rating or underwriting. The commissioner 
may promulgate rules to effectuate this section; 

(3) Use the following as a negative factor in any insurance scoring 
methodology or in reviewing credit information for the purpose of under- 
writing or rating a policy of personal insurance: 

(A) Credit inquiries not initiated by the consumer or inquiries re- 
quested by the consumer for each person’s own credit information; 

(B) Inquiries relating to insurance coverage, if so identified on a 
consumer’s credit report; 

(C) Multiple lender inquiries, if coded by the consumer reporting 
agency on the consumer’s credit report as being from the home mortgage 
industry and made within thirty (30) days of one another, unless only one 
(1) inquiry is considered; 

(D) Multiple lender inquiries, if coded by the consumer reporting 
agency on the consumer’s credit report as being from the automobile 
lending industry and made within thirty (30) days from one another, 
unless only one (1) inquiry is considered; or 

(E) Collection accounts with a medical industry code, if so identified on 
the consumer’s credit report; 

(4) Deny, cancel or nonrenew a policy of personal insurance solely on the 
basis of credit information, without consideration of any other applicable 
underwriting factor independent of credit information; 

(5) Base an insured’s renewal rates for personal insurance solely upon 
credit information, without consideration of any other applicable factor 
independent of credit information; 

(6) Take an adverse action against a consumer solely because the con- 
sumer does not have a credit account, without consideration of any other 
applicable factor independent of credit information; 

(7) Consider an absence of credit information or an inability to calculate 
an insurance score in underwriting or rating personal insurance, unless the 
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insurer either treats the consumer as if the consumer had neutral credit 
information as defined by the insurer or unless the insurer treats the 
consumer in a manner otherwise approved by the commissioner of commerce 
and insurance; and 

(8) Use an insurance score that is calculated using income, gender, 
address, ethnic group, religion, marital status, nationality, education, or 
occupation of the consumer as a factor. Nothing in this subdivision (8) shall 
preclude an insurer from underwriting personal insurance on the basis of 
information in the insurance application that is not credit information. 


History. renumbered from § 56-5-402 to § 56-5-202 by 
Acts 2004, ch. 527, § 3; T.C.A. § 56-5-402. authority of the Code Commission in 2016. 


Code Commission Notes. This section was 


56-5-203. Notice to consumer of adverse action. 


If an insurer takes an adverse action based on factors that include credit 
information, the insurer must provide notice to the consumer that an adverse 
action has been taken. That notice must contain the reason or reasons for the 
adverse action, described in sufficiently clear and specific language so that a 
person can identify the basis for the insurer’s decision to take an adverse 
action. The notice must include a description of up to four (4) factors that were 
the primary influences of the adverse action. The use of generalized terms such 
as “poor credit history,” “poor credit rating,” or “poor insurance score” does not 
meet the explanation requirements of this section. Standardized credit expla- 
nations provided by consumer reporting agencies or other third party vendors 
are deemed to comply with this section. 


History. renumbered from § 56-5-403 to § 56-5-203 by 
Acts 2004, ch. 527, § 4; T.C.A. § 56-5-403. authority of the Code Commission in 2016. 


Code Commission Notes. This section was 


56-5-204. Indemnification. 


An insurer shall indemnify, defend, and hold an insurance producer harm- 
less from and against all liability, fees and costs arising out of or relating to the 
actions, errors or omissions of an insurance producer who obtains or uses 
credit history or insurance scores, or both, for an insurer, provided the 
insurance producer follows the instructions of or procedures established by the 
insurer and complies with any applicable law or act. Nothing in this section 
shall be construed to provide an applicant or insured with a cause of action 
that does not exist in the absence of this section. 


History. renumbered from § 56-5-404 to § 56-5-204 by 
Acts 2004, ch. 527, § 5; T.C.A. § 56-5-404. authority of the Code Commission in 2016. 


Code Commission Notes. This section was 
56-5-205. Filing of credit scoring models. 


Insurers that use insurance scores to underwrite or rate risks must file their 
scoring models or other scoring processes with the department of commerce 
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and insurance. A filing that includes insurance scoring shall include loss 
experience justifying the use of credit information. The filings shall be kept 
confidential by the commissioner of commerce and insurance and shall not be 
construed to be a public record pursuant to title 10, chapter 7. 


History. Cross-References. 
Acts 2004, ch. 527, § 6; T.C.A. § 56-5-405. Confidentiality of public records, § 10-7-504. 


Code Commission Notes. This section was 
renumbered from § 56-5-405 to § 56-5-205 by 
authority of the Code Commission in 2016. 


56-5-206. Incorrect or incomplete credit information. 


If it is determined through the dispute resolution process set forth in the 
federal Fair Credit Reporting Act (15 U.S.C. § 1681i(a)(5)), that the credit 
information of a current insured was incorrect or incomplete and if the insurer 
receives notice of the determination from either the consumer reporting agency 
or from the insured, the insurer shall re-underwrite and re-rate the consumer 
within thirty (30) days of receiving the notice. After re-underwriting or 
re-rating the insured, the insurer shall make any adjustments necessary, 
consistent with its underwriting and rating guidelines. If an insurer deter- 
mines that the insured has overpaid the premium, the insurer shall refund to 
the insured the amount of overpayment calculated back to the shorter of either 
the last twelve (12) months of coverage or the actual policy period. 


History. renumbered from § 56-5-406 to § 56-5-206 by 
Acts 2004, ch. 527, § 7; T.C.A. § 56-5-406. authority of the Code Commission in 2016. 


Code Commission Notes. This section was 


56-5-207. Disclosure of intention to use credit information. 


(a) If an insurer writing personal insurance uses credit information in 
underwriting or rating a consumer, the insurer or its agent shall disclose, 
either on the insurance application or at the time the insurance application is 
taken, that it may obtain credit information in connection with the application. 
The disclosure shall be either written or provided to an applicant in the same 
medium as the application for insurance. The insurer need not provide the 
disclosure statement required under this section to any insured on a renewal 
policy, if the consumer has previously been provided a disclosure statement. 

(b) Use of the following example disclosure statement constitutes compli- 
ance with this section: “In connection with this application for insurance, we 
may review your credit report or obtain or use a credit-based insurance score 
based on the information contained in that credit report. We may use a third 
party in connection with the development of your insurance score.” 


History. renumbered from § 56-5-407 to § 56-5-207 by 
Acts 2004, ch. 527, § 8; T.C.A. § 56-5-407. authority of the Code Commission in 2016. 


Code Commission Notes. This section was 
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PART 3 
PERSONAL RISK INSURANCE 


Code Commission Notes. This part, title 56, 
chapter 5, part 3 was renumbered from title 56, 


56-5-301. Applicability of part. 


chapter 5, part 5 by authority of the Code 
Commission in 2016. 


This part applies to personal risk insurance written on risks in this state by 
any insurer authorized to do business in this state. 


History. 
Acts 2011, ch. 94, § 2; T.C.A. § 56-5-501. 


Code Commission Notes. This section was 
renumbered from § 56-5-501 to § 56-5-301 by 
authority of the Code Commission in 2016. 


Compiler’s Notes. 
The Code Commission transferred numerous 
sections in this title to this part, effective upon 


the 2016 replacement of this volume. See the 

following parallel reference table for the old 

and new locations. 
Old Sections 
56-5-501 
56-5-502 


New Sections 
56-5-301 
56-5-302 


Section to Section References. 
This part is referred to in §§ 55-12-136, 56- 
7-2206. 


56-5-302. Limitations on rate filings. 


(a) Notwithstanding the requirements of this title, a filing made by an 
insurer for personal risk insurance under this part that provides for an overall 
statewide rate increase or decrease of no more than fifteen percent (15%) in the 
aggregate for all coverages that are subject to the filing may take effect the 
date it is filed. The fifteen-percent limitation does not apply on an individual 
insured basis. No more than one (1) rate filing may be made by an insurer 
pursuant to the expedited process provided in this section during any twelve- 
month period, unless a rate filing, when combined with any other rate filing or 
filings made by an insurer within the preceding twenty-five (25) months, does 
not result in an overall statewide increase or decrease of more than fifteen 
percent (15%) in the aggregate for all coverages that are subject to the filing. 

(b) Rate filings falling outside of the limitation provided for in subsection (a) 
shall be subject to this chapter, unless those filings are otherwise exempt from 
this chapter pursuant to another section of this title. 

(c) A filing submitted pursuant to subsection (a) is considered to comply with 
state law; however, if the commissioner of commerce and insurance determines 
that the filing is inadequate, excessive or unfairly discriminatory, the commis- 
sioner shall issue a written order specifying in detail the provisions of this title 
the insurer has violated and the reasons the filing is inadequate, excessive or 
unfairly discriminatory and stating a reasonable future date on which the 
filing is to be considered no longer effective. An order by the commissioner 
pursuant to this subsection (c) that is issued more than thirty (30) days from 
the date on which the commissioner received the rate filing is prospective only 
and does not affect any contract issued or made before the effective date of the 
order. For purposes of this part, “unfairly discriminatory” means a rate for a 
risk that is classified in whole or in part on the basis of race, color, creed, or 
national origin. 

(d) No rate increase within the limitation specified in subsection (a) may be 
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implemented with regard to an individual existing policy, unless the increase 
is applied at the time of a renewal or conditional renewal of an existing policy 
and the insurer, at least thirty (30) days in advance of the end of the insured’s 
policy period, mails or delivers to the named insured, at the address shown in 
the policy, a written notice that clearly and conspicuously discloses its 
intention to change the rate. A notice of renewal or conditional renewal that 
clearly and conspicuously discloses the renewal premium applicable to the 


policy shall be deemed to be in compliance with this subsection (d). 


History. 
Acts 2011, ch. 94, § 3; T.C.A. § 56-5-502. 


renumbered from § 56-5-502 to § 56-5-302 by 
authority of the Code Commission in 2016. 


This section was 


CHAPTER 6 
AGENTS, SOLICITORS AND ADMINISTRATORS 


Code Commission Notes. 


Part 1. Tennessee Insurance Producer Licensing Act of 2002 


Section 


56-6-101. 
56-6-102. 
56-6-103. 
56-6-104. 
56-6-105. 
56-6-106. 
56-6-107. 
56-6-108. 
56-6-109. 
56-6-110. 
56-6-111. 
56-6-112. 
56-6-113. 
56-6-114. 
56-6-115. 
56-6-116. 
56-6-117. 
56-6-118. 
56-6-119. 
56-6-120. 
56-6-121. 
56-6-122. 
56-6-123. 
56-6-124. 
56-6-125. 
56-6-126. 


56-6-201. 


56-6-301. 
56-6-302. 
56-6-303. 
56-6-304. 
56-6-305. 
56-6-306. 
56-6-307. 


Short title — Purpose and scope. 
Part definitions. 

License required. 

Exceptions to licensing. 
Application for examination. 
Application for license. 

License. 

Nonresident licensing. 
Exemption from examination. 
Limited lines producers. 
Temporary licensing. 

License denial, nonrenewal, suspension or revocation. 
Commissions. 

Sale of unauthorized insurance. 
Appointments. 

Fiduciary duty. 

Notification to commissioner of termination. 
Reciprocity. 

Reporting of actions. 
Investigations. 

Fees. 

Countersignatures. 

Assumed names. 

Regulations. 

Unfair trade practices. 
Severability. 


Part 2. Agents for Bank Holding Companies 


Insurance companies offering only surety insurance. 


Part 3. Time-Price Differential Payment of Agents 


Charges on unpaid balances on premium payments — Time-price differential. 


Computation of time-price differential. 

Written agreement to charges — Contents of contract. 
Prepayment by buyer before maturity — Refund credit. 
Willful violation a misdemeanor — Penalty. 


Transactions not loans — Industrial loan and thrift companies provisions inapplicable. 


Inapplicable to certain agents. 


Section 


56-6-401. 
56-6-402. 
56-6-403. 
56-6-404. 
56-6-405. 
56-6-406. 
56-6-407. 
56-6-408. 
56-6-409. 
56-6-410. 
56-6-411. 
56-6-412. 


56-6-501. 
56-6-502. 
56-6-503. 
56-6-504. 
56-6-505. 
56-6-506. 
56-6-507. 
56-6-508. 
56-6-509. 
56-6-510. 
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Part 4. Administrators 


“Administrator” defined. 

Agreement required — Records — Terms. 

Payments handled by administrator. 

Recordkeeping requirements. 

Advertising. 

Administrator’s duties as fiduciary. 

Payment of claims. 

Administrator’s compensation not contingent on claim experience. 
Notice to insured persons — Notice to persons purchasing coverage. 
License requirements. 

Waiver of license requirements. 

Federally regulated trusts. 


Part 5. Managing General Agents Act 


Short title. 

Part definitions. 

Requirements for acting in capacity of an MGA — Bond — Errors and omissions policy. 
Contract required for business between an MGA and an insurer — Required provisions. 
Insurers doing business with an MGA — Requirements. 

Acts of an MGA considered acts of the insurer. 

Violations of provisions of part — Penalties. 

Commissioner — Authority to promulgate rules and regulations. 

Commissioner — Waiver of applicability of chapter. 

Compliance with part — When required. 


Part 6. Business Transacted with Producer Controlled Property/Casualty Insurer Act 


56-6-601. 
56-6-602. 
56-6-603. 
56-6-604. 


56-6-701. 
56-6-702. 
56-6-703. 
56-6-704. 
56-6-705. 
56-6-706. 


56-6-801. 
56-6-802. 
56-6-803. 
56-6-804. 
56-6-805. 
56-6-806. 
56-6-807. 
56-6-808. 
56-6-809. 
56-6-810. 
56-6-811. 
56-6-812. 


56-6-901. 
56-6-902. 
56-6-903. 
56-6-904. 


56-6-905. 


Short title. 

Part definitions. 

Producer with control of licensed property/casualty insurer — Requirements. 
Violations of part — Hearing — Penalties. 


Part 7. Health Care Service Utilization Review Act 


Short title. 

Purpose. 

Part definitions. 

Utilization review agents. 

Utilization review agents — Minimum standards. 
Violations. 


Part 8. Reinsurance Intermediary Act 


Short title. 

Part definitions. 

Qualifications — Bond — Licensing. 
Authorization of transactions. 
Recordkeeping — Auditing by insurer. 
Use of reinsurance intermediary brokers restricted — Financial statements. 
Written contract — Required provisions. 
Prohibited acts. 

Transactions between intermediaries. 
Examinations by commissioner. 
Violations — Penalties. 

Rules and regulations. 


Part 9. Tennessee Public Adjuster Licensing Act of 2006 


Short title — Scope of part. 

Part definitions. 

License requirement. 

Application requirements — Authority to require fingerprints — Criminal history 
record checks. 

Requirements for licensure. 
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Section 

56-6-906. 
56-6-907. 
56-6-908. 
56-6-909. 


56-6-910. 


56-6-911. 
56-6-912. 
56-6-913. 


56-6-914. 


56-6-915. 
56-6-916. 
56-6-917. 
56-6-918. 


56-6-919. 
56-6-920. 


56-6-1001. 
56-6-1002. 
56-6-1003. 
56-6-1004. 
56-6-1005. 
56-6-1006. 
56-6-1007. 
56-6-1008. 
56-6-1009. 


56-6-1101. 
56-6-1102. 
56-6-1103. 


56-6-1104. 
56-6-1105. 
56-6-1106. 
56-6-1107. 


56-6-1201. 
56-6-1202. 
56-6-1203. 


56-6-1204. 
56-6-1205. 


56-6-1206. 
56-6-1207. 


56-6-1301. 
56-6-1302. 


AGENTS, SOLICITORS AND ADMINISTRATORS 


Written examination. 

Exemptions from examination. 

Nonresident public adjuster license. 

Issuance of license — Period in effect — Renewal — Notification of commissioner of 
changes — Lapse of license — Penalties — Retroactive and prospective reinstate- 
ment — Waiver of procedures in certain situations — Delegation of commissioner’s 
duties. 

Probation, cancellation, termination, suspension, revocation or refusal to issue or renew 
license — Levy of penalties — Enforcement — Notice. 

Financial responsibility. 

Continuing education — Exemptions. 

Fees charged by public adjuster — Commissions, service fees or other valuable 
consideration — Fee, retainer, compensation, deposit, or other thing of value, prior to 
settlement of a claim. 

Written contracts — Required terms — Payment by insurer of policy limit of the 
insurance policy — Written disclosure of financial interest of adjuster — Prohibited 
contract terms — Disclosure document regarding the claim process — Insured’s copy 
or the original of the contract — Notification letter to insurer — Insured’s right to 
rescind — Adjuster as payee on checks. 

Escrow or trust account. 

Records required of adjuster — Maintenance and inspection. 

Ethical considerations. 

Report to the commissioner of administrative action or prosecution brought against 
adjuster. 

Investigations by commissioner. 

Rules and regulations. 


Part 10. Crop Insurance Adjusters 


Part definitions. 

Licensure as a crop insurance adjuster. 

Application for licensure. 

Standards for licensure. 

Written examination — Examination fees — Continuing education. 

Maintenance of claims records. 

Expertise of adjuster sufficient to undertake adjustment of claim. 

Investigations by commissioner. 

Regulations — Licensure fees — Setting of standards for licensure — Accounting of 
fees and costs. 


Part 11. Insurance for Portable Electronics 


Part definitions. 

Requirement to hold a limited lines license to sell or offer coverage. 

Availability of brochures or other written materials — Offer on periodic basis — 
Eligibility and underwriting standards. 

Employees not subject to licensure under certain conditions. 

Violations. 

Termination or change in terms and conditions by insurer. 

Licensure. 


Part 12. Self-Service Storage Insurance 


Part definitions. 

Requirement to hold a limited lines license to sell or offer coverage. 

Availability of brochures or other written materials — Offer on periodic basis — 
Eligibility and underwriting standards. 

Employees not subject to licensure under certain conditions — Charge for insurance 
coverage allowed. 

Violations. 

Termination or change in terms and conditions by insurer. 

Licensure. 


Part 13. Navigators for Health Care Exchanges 


Part definitions. 
Prohibition against navigator selling, soliciting or negotiating policy of insurance. 
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Section 

56-6-1303. Commissioner’s authority to issue cease and desist order or to seek injunction against 
navigator. 

56-6-1304. Rules and regulations. 

56-6-1305. Severability. 

Part 14. Travel Insurance Producer Limited License Act 

56-6-1401. Short title. 

56-6-1402. Part definitions. 

56-6-1403. Limited lines travel insurance producer license — Travel insurance supervising entity 
license — Brochures for prospective purchasers — Prohibited acts of nonlicensed 
employees or representatives. 

56-6-1404. Registered travel retailer authorized to offer and disseminate travel insurance on 
behalf of travel insurance supervising entity. 

56-6-1405. Travel insurance authorized as individual policy or under group or master policy. 

56-6-1406. Responsibility of travel insurance supervising entity. 

56-6-1407. Actions by commissioner for violation of part. 

PART 1 
TENNESSEE INSURANCE PRODUCER LICENSING ACT 
OF 2002 


56-6-101. Short title — Purpose and scope. 


(a) This part shall be known and may be cited as the “Tennessee Insurance 


Producer Licensing Act of 2002.” 


(b) This part governs the qualifications and procedures for the licensing of 
insurance producers. It simplifies and organizes some statutory language to 
improve efficiency, permits the use of new technology and reduces costs 
associated with issuing and renewing insurance licenses. 

(c) This part does not apply to surplus lines agents licensed pursuant to the 
Surplus Lines Insurance Act, compiled in chapter 14 of this title, except as 
provided in §§ 56-6-108 and 56-6-118(b). 


History. 
Acts 2002, ch. 798, § 2. 


Compiler’s Notes. 

Former Part 1, §§ 56-6-101 — 56-6-163, con- 
cerning licensing of agents and solicitors, was 
replaced by Acts 2002, ch. 798. Former §§ 56- 
6-101 — 56-6-129 (Acts 1975, ch. 68, §§ 2-18; 
1978, ch. 519, § 1; 1978, ch. 520, §§ 1, 2; 1978, 
ch. 648, § 1; 1979, ch. 85, § 1; 1979, ch. 196, 
§ 1; 1980, ch. 745, § 1; 1980, ch. 821, § 3; 1980, 
ch. 857, § 2; 1982, ch. 644, §§ 1-6, 8; 1984, ch. 
537, §§ 1, 2; 1985, ch. 193, §§ 1-4; 1987, ch. 
211, § 1; T.C.A., §§ 56-801 — 56-829) were 
repealed by Acts 1988, ch. 1019, § 32(a). For- 
mer §§ 56-6-130 — 56-6-159 and 56-6-161 — 
56-6-163 (Acts 1988, ch. 1019, §§ 1-29, 31; 
1989, ch. 355, § 1; 1989, ch. 481, § 1; 1994, ch. 
589, § 1; 1997, ch. 442, § 1; 2000, ch. 651, § 1; 
2001, ch. 333, §§ 3, 4) were repealed by Acts 
2002, ch. 798, effective January 1, 2003. Section 
56-6-160(d) and (e) were also deleted by Acts 
2002, ch. 798, effective January 1, 2003; how- 


ever, § 28 of that act provided that (a), (b), and 
(c) of that section, shall remain in effect until 
January 1, 2004, when the replacement of the 
existing continuing education requirement in 
new § 56-6-107(c) shall take effect. 

Acts 2002, ch. 798 provided that this part 
shall take effect immediately for rulemaking 
purposes. This Act was approved on May 29, 
2002. 


Section to Section References. 

This chapter is referred to in §§ 45-13-201, 
56-4-206, 56-4-207, 56-14-104, 56-16-111, 56- 
27-123, 56-30-123, 56-45-112, 62-5-406, 63-1- 
504. 

This part is referred to in §§ 4-3-1016, 40-11- 
401, 56-2-305, 56-6-1403, 56-8-102, 56-14-102, 
56-22-113, 56-25-609, 56-35-201, 56-50-102, 62- 
5-404. 


Textbooks. 
Tennessee Jurisprudence, 15 Tenn. Juris., 
Insurance, § 8. 
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Collateral References. 

Liability of insurance agent or broker on 
ground of inadequacy of liability insurance cov- 
erage procured. 72 A.L.R.3d 704. 

Liability of insurance agent or broker on 
ground of inadequacy of life, health, and acci- 


56-6-102. Part definitions. 


dent insurance coverage procured. 72 A.L.R.3d 
735. 

When is termination of insurance agency 
contract wrongful, so as to make insurer liable 
to agent. 5 A.L.R.4th 1080. 


As used in this part, unless the context otherwise requires: 

(1) “Business entity” means a corporation, association, partnership, lim- 
ited liability company, limited liability partnership, or other legal entity; 

(2) “Commissioner” means the commissioner of commerce and insurance; 

(3) “Department” means the department of commerce and insurance; 

(4) “Home state” means any state or territory of the United States and the 
District of Columbia in which an insurance producer maintains a principal 
place of residence or principal place of business and is licensed to act as an 
insurance producer; 

(5) “Insurance” means any of the lines of authority in § 56-2-201; 

(6) “Insurance producer” means a person required to be licensed under 
the laws of this state to sell, solicit or negotiate insurance; 

(7) “Insurer” means any insurance company authorized to transact insur- 
ance business in this state; 

(8) “License” means a document issued by this state’s commissioner 
authorizing a person to act as an insurance producer for the lines of 
authority specified in the document. The license itself does not create any 
authority, actual, apparent or inherent, in the holder to represent or commit 
an insurance carrier; 

(9) “Limited line credit insurance” includes credit life, credit disability, 
credit property, credit unemployment, involuntary unemployment, mortgage 
life, mortgage guaranty, mortgage disability, guaranteed automobile protec- 
tion (gap) insurance, and any other form of insurance offered in connection 
with an extension of credit that is limited to partially or wholly extinguish- 
ing that credit obligation that the commissioner determines should be 
designated a form of limited line credit insurance; 

(10) “Limited line credit insurance producer” means a person who sells, 
solicits or negotiates one or more forms of limited line credit insurance 
coverage to individuals through a master, corporate, group or individual 
policy; 

(11) “Limited lines insurance” means those lines of insurance defined in 
§ 56-6-110 or any other line of insurance that the commissioner deems 
necessary to recognize for the purposes of complying with § 56-6-108(e); 

(12) “Limited lines producer” means a person authorized by the commis- 
sioner to sell, solicit or negotiate limited lines insurance; 

(13) “NAIC” means the National Association of Insurance Commissioners; 

(14) “Negotiate” means the act of conferring directly with or offering 
advice directly to a purchaser or prospective purchaser of a particular 
contract of insurance concerning any of the substantive benefits, terms or 
conditions of the contract; provided, that the person engaged in that act 
either sells insurance or obtains insurance from insurers for purchasers; 
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(15) “Person” means an individual or a business entity; 

(16) “Sell” means to exchange a contract of insurance by any means, for 
money or its equivalent, on behalf of an insurance company; 

(17) “Solicit” means attempting to sell insurance or asking or urging a 
person to apply for a particular kind of insurance from a particular company; 

(18) “Surplus lines producer” means a person authorized by the commis- 
sioner to sell, solicit or negotiate surplus lines insurance pursuant to the 
Surplus Lines Insurance Act, compiled in chapter 14 of this title. The person 
shall have the same authority given to a surplus lines agent licensed under 


the Surplus Lines Insurance Act; 


(19) “Terminate” means the cancellation of the relationship between an 
insurance producer and the insurer or the termination of a producer’s 


authority to transact insurance; 


(20) “Uniform application” means the current version of the NAIC uni- 
form application for resident and nonresident producer licensing; and 

(21) “Uniform business entity application” means the current version of 
the NAIC uniform business entity application for resident and nonresident 


business entities. 


History. 
Acts 2002, ch. 798, § 3. 


Compiler’s Notes. 

Former Part 1, §§ 56-6-101 — 56-6-163, con- 
cerning licensing of agents and solicitors, was 
replaced by Acts 2002, ch. 798. Former §§ 56- 
6-101 — 56-6-129 (Acts 1975, ch. 68, §§ 2-18; 
1978, ch. 519, § 1; 1978, ch. 520, §§ 1, 2; 1978, 
ch. 648, § 1; 1979, ch. 85, § 1; 1979, ch. 196, 
§ 1; 1980, ch. 745, § 1; 1980, ch. 821, § 3; 1980, 
ch. 857, § 2; 1982, ch. 644, §§ 1-6, 8; 1984, ch. 
537, §§ 1, 2; 1985, ch. 193, §§ 1-4; 1987, ch. 
211, § 1; T.C.A., §§ 56-801 — 56-829) were 
repealed by Acts 1988, ch. 1019, § 32(a). For- 
mer §§ 56-6-130 — 56-6-159 and 56-6-161 — 


56-6-103. License required. 


56-6-163 (Acts 1988, ch. 1019, §§ 1-29, 31; 
1989, ch. 355, § 1; 1989, ch. 481, § 1; 1994, ch. 
589, § 1; 1997, ch. 442, § 1; 2000, ch. 651, § 1; 
2001, ch. 333, §§ 3, 4) were repealed by Acts 
2002, ch. 798, effective January 1, 2003. Section 
56-6-160(d) and (e) were also deleted by Acts 
2002, ch. 798, effective January 1, 2003; how- 
ever, § 28 of that act provided that (a), (b), and 
(c) of that section, shall remain in effect until 
January 1, 2004, when the replacement of the 
existing continuing education requirement in 
new § 56-6-107(c) shall take effect. 


Section to Section References. 
This section is referred to in § 56-6-1402. 


A person shall not sell, solicit or negotiate insurance in this state for any 
class or classes of insurance unless the person is licensed for that line of 


authority in accordance with this part. 


History. 
Acts 2002, ch. 798, § 4. 


Compiler’s Notes. 

Former Part 1, §§ 56-6-101 — 56-6-163, con- 
cerning licensing of agents and solicitors, was 
replaced by Acts 2002, ch. 798. Former §§ 56- 
6-101 — 56-6-129 (Acts 1975, ch. 68, §§ 2-18; 
1978, ch. 519, § 1; 1978, ch. 520, §§ 1, 2; 1978, 
ch. 648, § 1; 1979, ch. 85, § 1; 1979, ch. 196, 
§ 1; 1980, ch. 745, § 1; 1980, ch. 821, § 3; 1980, 
ch. 857, § 2; 1982, ch. 644, §§ 1-6, 8; 1984, ch. 
5387, §§ 1, 2; 1985, ch. 193, §§ 1-4; 1987, ch. 
211, § 1; T.C.A., §§ 56-801 — 56-829) were 


repealed by Acts 1988, ch. 1019, § 32(a). For- 
mer §§ 56-6-130 — 56-6-159 and 56-6-161 — 
56-6-163 (Acts 1988, ch. 1019, §§ 1-29, 31; 
1989, ch. 355, § 1; 1989, ch. 481, § 1; 1994, ch. 
589, § 1; 1997, ch. 442, § 1; 2000, ch. 651, § 1; 
2001, ch. 333, §§ 3, 4) were repealed by Acts 
2002, ch. 798, effective January 1, 2003. Section 
56-6-160(d) and (e) were also deleted by Acts 
2002, ch. 798, effective January 1, 2003; how- 
ever, § 28 of that act provided that (a), (b), and 
(c) of that section, shall remain in effect until 
January 1, 2004, when the replacement of the 
existing continuing education requirement in 
new § 56-6-107(c) shall take effect. 
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Section to Section References. 
This section is referred to in § 56-8-106. 


56-6-104. Exceptions to licensing. 


(a) Nothing in this part shall be construed to require an insurer to obtain an 
insurance producer license. In this section, the term “insurer” does not include 
an insurer’s officers, directors, employees, subsidiaries or affiliates. 

(b) Alicense as an insurance producer shall not be required of the following: 

(1) An officer, director or employee of an insurer or of an insurance 
producer; provided, that the officer, director or employee does not receive any 
commission on policies written or sold to insure risks residing, located or to 
be performed in this state and: 

(A) The officer, director or employee’s activities are executive, adminis- 
trative, managerial, clerical or a combination of these, and are only 
indirectly related to the sale, solicitation or negotiation of insurance; 

(B) The officer, director or employee’s function relates to underwriting, 
loss control, inspection or the processing, adjusting, investigating or 
settling of a claim on a contract of insurance; or 

(C) The officer, director or employee is acting in the capacity of a special 
agent or agency supervisor assisting insurance producers where the 
person’s activities are limited to providing technical advice and assistance 
to licensed insurance producers and do not include the sale, solicitation or 
negotiation of insurance; 

(2) A person who secures and furnishes information for the purpose of 
group life insurance, group property and casualty insurance, group annui- 
ties, group or blanket accident and health insurance; or for the purpose of 
enrolling individuals under plans, issuing certificates under plans or other- 
wise assisting in administering plans, or performs administrative services 
related to mass marketed property and casualty insurance, where no 
commission is paid to the person for the service; 

(3) An employer or association or its officers, directors, employees, or the 
trustees of an employee trust plan, to the extent that the employers, officers, 
employees, director or trustees are engaged in the administration or opera- 
tion of a program of employee benefits for the employer’s or association’s own 
employees or the employees of its subsidiaries or affiliates, which program 
involves the use of insurance issued by an insurer, as long as the employers, 
associations, officers, directors, employees or trustees are not in any manner 
compensated, directly or indirectly, by the company issuing the contracts; 

(4) Employees of insurers or organizations employed by insurers who are 
engaging in the inspection, rating or classification of risks, or in the 
supervision of the training of insurance producers and who are not individu- 
ally engaged in the sale, solicitation or negotiation of insurance; 

(5) A person whose activities in this state are limited to advertising 
without the intent to solicit insurance in this state through communications 
in printed publications or other forms of electronic mass media whose 
distribution is not limited to residents of the state; provided, that the person 
does not sell, solicit or negotiate insurance that would insure risks residing, 
located or to be performed in this state; 
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(6) A person who is not a resident of this state who sells, solicits or 
negotiates a contract of insurance for commercial property and casualty 
risks to an insured with risks located in more than one state insured under 
that contract; provided, that the person is otherwise licensed as an insurance 
producer to sell, solicit or negotiate that insurance in the state where the 
insured maintains its principal place of business and the contract of 
insurance insures risks located in that state; 

(7) A salaried full-time employee who counsels or advises an employer 
relative to the insurance interests of the employer or of the subsidiaries or 
business affiliates of the employer; provided, that the employee does not sell 
or solicit insurance or receive a commission; 

(8) Any regular salaried officer, employee or member of a fraternal benefit 
society that provides benefits in case of death or disability, resulting solely 
from accident, and that does not obligate the officer, employee or member to 
pay natural death or sick benefits, the officers, employees or members 
procuring other members and receiving no compensation for the procure- 
ment other than awards or merchandise nominal in value; 

(9) An officer, director, or employee of a vehicle rental company engaged in 
the sale, solicitation, or negotiation of optional insurance sold in connection 
with and incidental to a motor vehicle rental agreement for a period not to 
exceed ninety (90) days; 

(A) The insurance that may be offered pursuant to this subdivision 
(b)(9) is limited to: 

(i) Personal accident coverage that provides protection for renters 
and other rental vehicle occupants for accidental death or dismember- 
ment, and for medical expenses resulting from an accident that occurs 
during the rental period; 

(ii) Liability coverage that provides protection to renters and to other 
authorized drivers of the rental motor vehicle for liability arising from 
the operation of the motor vehicle during the rental period. The liability 
protection, when purchased by a renter, shall be deemed to be primary 
over any other coverages that may be available to the renter or other 
authorized driver of the rental vehicle to the extent of the protection 
provided; 

(111) Personal effects coverage that provides protection to renters and 
other motor vehicle occupants for loss of, or damage to, personal effects 
in the rental motor vehicle during the rental period; and 

(iv) Roadside assistance coverage; 

(B) As used in subdivision (b)(9)(A), “motor vehicle” or “rental vehicle” 
means a private passenger motor vehicle, including passenger vans, mini 
vans, and sport utility vehicles, and a cargo motor vehicle, including cargo 
vans, pickup trucks, and trucks with a gross vehicle weight of less than 
twenty-six thousand pounds (26,000 lbs.); 

(C) Each person engaged in the sale of optional insurance products 
pursuant to this subdivision (b)(9) shall give each renter who purchases 
the coverage brochures or other written materials that: 

(i) Summarize, clearly and correctly, the material terms and condi- 
tions of coverage offered to renters; 
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(ii) Identify the insurer; 
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(iii) Describe the process for filing a claim in the event the renter 


elects to purchase coverage; 


(iv) State that the purchase of the coverage is not required in order to 


rent a vehicle; 


(v) Disclose that the coverage offered by the rental agreement may 
provide a duplication of coverage already provided by a renter’s personal 
automobile policy or by another source of coverage; and 

(vi) Itemize the cost for the coverage separately; 

(D) The commissioner may seek the sanctions provided in former 
§ 56-6-112(e) [repealed] against a vehicle rental company upon a finding 
that an officer, director, or employee of a vehicle rental company has 
violated § 56-6-112(a)(2), (4), (5), (7), (8), or (10) in connection with the 
sale, solicitation, or negotiation of optional insurance sold in connection 
with and incidental to a motor vehicle rental agreement for a period not to 


exceed ninety (90) days; 


(10) An officer, director, employee, or authorized representative of a 
business entity engaged in the sale, solicitation, or negotiation of portable 
electronics insurance licensed pursuant to and acting in compliance with 


part 11 of this chapter; or 


(11) An officer, director, employee or authorized representative of a 
business entity engaged in the sale, solicitation or negotiation of self-service 
storage insurance licensed pursuant to and acting in compliance with part 


12 of this chapter. 


History. 
Acts 2002, ch. 798, § 5; 2005, ch. 58, § 2; 
2011, ch. 312, § 10; 2013, ch. 293, § 10. 


Compiler’s Notes. 

Former Part 1, §§ 56-6-101 — 56-6-163, con- 
cerning licensing of agents and solicitors, was 
replaced by Acts 2002, ch. 798. Former §§ 56- 
6-101 — 56-6-129 (Acts 1975, ch. 68, §§ 2-18; 
1978, ch. 519, § 1; 1978, ch. 520, 8§ 1, 2; 1978, 
ch. 648, § 1; 1979, ch. 85, § 1; 1979, ch. 196, 
§ 1; 1980, ch. 745, § 1; 1980, ch. 821, § 3; 1980, 
ch. 857, § 2; 1982, ch. 644, §§ 1-6, 8; 1984, ch. 
537, §§ 1, 2; 1985, ch. 193, §§ 1-4; 1987, ch. 
211, § 1; T.C.A., §§ 56-801 — 56-829) were 
repealed by Acts 1988, ch. 1019, § 32(a). For- 
mer §§ 56-6-130 — 56-6-159 and 56-6-161 — 
56-6-163 (Acts 1988, ch. 1019, §§ 1-29, 31; 
1989, ch. 355, § 1; 1989, ch. 481, § 1; 1994, ch. 
589, § 1; 1997, ch. 442, § 1; 2000, ch. 651, § 1; 
2001, ch. 333, §§ 3, 4) were repealed by Acts 
2002, ch. 798, effective January 1, 2003. Section 
56-6-160(d) and (e) were also deleted by Acts 


2002, ch. 798, effective January 1, 2003; how- 
ever, § 28 of that act provided that (a), (b), and 
(c) of that section, shall remain in effect until 
January 1, 2004, when the replacement of the 
existing continuing education requirement in 
new § 56-6-107(c) shall take effect. 

Former § 56-6-112(e), referred to in this sec- 
tion, was deleted by Acts 2008, Ch. 1192, § 5, 
effective July 1, 2008. 

Acts 2011, ch. 312, § 11 provided that the 
commissioner is authorized to promulgate rules 
and regulations to effectuate the purposes of 
the act, which enacted this part. All such rules 
and regulations shall be promulgated in accor- 
dance with the Uniform Administrative Proce- 
dures Act, compiled in title 4, chapter 5. 

Acts 2013, ch. 293, § 11 provided that the 
commissioner is authorized to promulgate rules 
and regulations to effectuate the purposes of 
the act, which amended subsection (b). All such 
rules and regulations shall be promulgated in 
accordance with the Uniform Administrative 
Procedures Act, compiled in title 4, chapter 5. 


56-6-105. Application for examination. 


(a) A resident individual applying for an insurance producer license shall 
pass a written examination unless exempt pursuant to § 56-6-109. The 
examination shall test the knowledge of the individual concerning the lines of 
authority for which application is made, the duties and responsibilities of an 
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insurance producer and the insurance laws and regulations of this state. Each 
individual wishing to take the state insurance examination shall first complete 
either an on-site or on-line preparation program approved by the commission. 
A person seeking an insurance producer license shall also meet the following 
prelicensing requirements: 

(1) All applicants for an insurance producer license, unless otherwise 
exempted by law, are required to register and complete either an on-line or 
classroom study program approved by the commissioner; 

(2) Applicants for a license shall be at least eighteen (18) years of age or 
older; and 

(3) All other requirements for an insurance license shall be developed and 
conducted under rules and regulations prescribed by the commissioner. 

(b) The commissioner may make arrangements, including contracting with 
an outside testing service, for administering examinations and collecting the 
nonrefundable examination fee. 

(c) An individual who fails to appear for the examination as scheduled or 
fails to pass the examination, shall reapply for an examination and remit all 
required fees and forms before being rescheduled for another examination. 


History. 
Acts 2002, ch. 798, § 6; 2007, ch. 228, § 1. 


Compiler’s Notes. 

Former Part 1, §§ 56-6-101 — 56-6-163, con- 
cerning licensing of agents and solicitors, was 
replaced by Acts 2002, ch. 798. Former §§ 56- 
6-101 — 56-6-129 (Acts 1975, ch. 68, §§ 2-18; 
1978, ch. 519, § 1; 1978, ch. 520, §§ 1, 2; 1978, 
ch. 648, § 1; 1979, ch. 85, § 1; 1979, ch. 196, 
§ 1; 1980, ch. 745, § 1; 1980, ch. 821, § 3; 1980, 
ch. 857, § 2; 1982, ch. 644, §§ 1-6, 8; 1984, ch. 
537, §§ 1, 2; 1985, ch. 193, §§ 1-4; 1987, ch. 
211, § 1; T.C.A., §§ 56-801 — 56-829) were 
repealed by Acts 1988, ch. 1019, § 32(a). For- 
mer §§ 56-6-130 — 56-6-159 and 56-6-161 — 
56-6-163 (Acts 1988, ch. 1019, §§ 1-29, 31; 
1989, ch. 355, § 1; 1989, ch. 481, § 1; 1994, ch. 


56-6-106. Application for license. 


589, § 1; 1997, ch. 442, § 1; 2000, ch. 651, § 1; 
2001, ch. 333, §§ 3, 4) were repealed by Acts 
2002, ch. 798, effective January 1, 2003. Section 
56-6-160(d) and (e) were also deleted by Acts 
2002, ch. 798, effective January 1, 2003; how- 
ever, § 28 of that act provided that (a), (b), and 
(c) of that section, shall remain in effect until 
January 1, 2004, when the replacement of the 
existing continuing education requirement in 
new § 56-6-107(c) shall take effect. 


Cross-References. 
Examination for title insurance agents, § 56- 
35-201. 


Section to Section References. 
This section is referred to in § 56-6-107. 


(a) An individual residing in this state applying for an insurance producer 
license shall make application to the commissioner on the uniform application 
and declare under penalty of refusal, suspension or revocation of the license 
that the statements made in the application are true, correct and complete to 
the best of the individual’s knowledge and belief. Before approving the 
application, the commissioner shall find that the individual: 

(1) Is at least eighteen (18) years of age; 
(2) Has not committed any act that is a ground for denial, suspension or 

revocation set forth in § 56-6-112; 

(3) Has completed a prelicensing course of study for the lines of authority 

for which the person has applied that consists of a minimum of twenty (20) 

hours of coursework for life, accident and health, property, casualty, personal 

lines or title insurance; 
(4) Has paid the fees set forth in § 56-6-121; and 
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(5) Has successfully passed the examinations for the lines of authority for 
which the person has applied. 

(b) A business entity may obtain an insurance producer’s license; however, 
only an individual licensed producer or limited lines producer shall sell, solicit 
or negotiate a contract of insurance in this state. Application shall be made 
using the uniform business entity application. An individual authorized and 
acting on behalf of the business entity shall declare under penalty of refusal, 
suspension or revocation of the license that the statements made in the 
application are true, correct and complete to the best of the individual’s 
knowledge and belief. Before approving the application, the commissioner 
shall find that: 

(1) The business entity has paid the applicable fees set forth in § 56-6- 

121; and 

(2) The business entity has designated a principal or officer who also holds 

a current producer license responsible for the business entity’s compliance 

with the insurance laws, rules and regulations of this state. 

(c) The commissioner may require any documents reasonably necessary to 
verify the information contained in an application. 


History. 
Acts 2002, ch. 798, § 7; 2007, ch. 228, § 2; 
2014, ch. 650, § 1. 


Compiler’s Notes. 

Former Part 1, §§ 56-6-101 — 56-6-163, con- 
cerning licensing of agents and solicitors, was 
replaced by Acts 2002, ch. 798. Former §§ 56- 
6-101 — 56-6-129 (Acts 1975, ch. 68, §§ 2-18; 
1978, ch. 519, § 1; 1978, ch. 520, §§ 1, 2; 1978, 
ch. 648, § 1; 1979, ch. 85, § 1; 1979, ch. 196, 
§ 1; 1980, ch. 745, § 1; 1980, ch. 821, § 3; 1980, 
ch. 857, § 2; 1982, ch. 644, §§ 1-6, 8; 1984, ch. 
537, §§ 1, 2; 1985, ch. 1938, §§ 1-4; 1987, ch. 
211, § 1; T.C.A.,, §§ 56-801 — 56-829) were 
repealed by Acts 1988, ch. 1019, § 32(a). For- 
mer §§ 56-6-130 — 56-6-159 and 56-6-161 — 


56-6-107. License. 


56-6-163 (Acts 1988, ch. 1019, §§ 1-29, 31; 
1989, ch. 355, § 1; 1989, ch. 481, § 1; 1994, ch. 
589, § 1; 1997, ch. 442, § 1; 2000, ch. 651, § 1; 
2001, ch. 333, §§ 3, 4) were repealed by Acts 
2002, ch. 798, effective January 1, 2003. Section 
56-6-160(d) and (e) were also deleted by Acts 
2002, ch. 798, effective January 1, 2003; how- 
ever, § 28 of that act provided that (a), (b), and 
(c) of that section, shall remain in effect until 
January 1, 2004, when the replacement of the 
existing continuing education requirement in 
new § 56-6-107(c) shall take effect. 


Section to Section References. 
This section is referred to in §§ 56-6-107, 
56-6-109, 56-6-110, 56-6-1107. 


(a) Unless denied licensure pursuant to § 56-6-112, persons who have met 
the requirements of §§ 56-6-105 and 56-6-106 shall be issued an insurance 
producer license. A resident insurance producer may receive a license in one (1) 
or more of the following lines of insurance: 

(1) Life — insurance coverage on human lives including benefits of 
endowment and annuities, and may include benefits in the event of death or 
dismemberment by accident and benefits for disability income; 

(2) Accident and health or sickness — insurance coverage for sickness, 
bodily injury or accidental death and may include benefits for disability 
income; 

(3) Property — insurance coverage for the direct or consequential loss or 
damage to property of every kind; 

(4) Casualty — insurance coverage against legal liability, including that 
for death, injury or disability or damage to real or personal property; 

(5) Variable life and variable annuity products — insurance coverage 
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provided under variable life insurance contracts and variable annuities; 

(6) Personal lines — property and casualty insurance coverage sold to 
individuals and families for primarily noncommercial purposes; 

(7) Credit — limited line credit insurance; and 

(8) Any other line of insurance permitted under this title or regulations 
promulgated under this title. 

(b)(1) For licenses issued or renewed on or after January 1, 2007, the 

licenses shall remain in effect for twenty-four (24) months from the last day 

of the licensee’s birth month. 
(2) Business entity licenses will expire biennially on March 1. 

(c) At the end of the twenty-four (24) months, the insurance producer license 
may be renewed, subject to the limitations set forth in § 56-6-112, by paying 
the applicable fee set forth in § 56-6-121 and submitting the renewal form 
prescribed by the commissioner. In addition, and subject to the exception found 
in § 56-6-118, an insurance producer license will not be renewed unless the 
insurance producer has completed all continuing education requirements, as 
established by rule; however, the continuing education requirements shall not 
apply to the following: 

(1) An insurance producer who has been continuously licensed since 

January 1, 1994; and 

(2) An insurance producer that is a business entity. 

(d) An insurance producer who allows the license to lapse may, within 
twelve (12) months from the due date of the renewal fee, reinstate the same 
license without the necessity of passing a written examination; however, a 
penalty in the amount of double the unpaid renewal fee shall be required for 
any renewal fee received after the due date. 

(e) A licensed insurance producer who is unable to comply with the license 
renewal procedures of this section due to military service or some other 
extenuating circumstance, e.g., a long-term medical disability, may request a 
waiver of the license renewal procedures. The producer may also request a 
waiver of any examination requirement or any other sanction imposed for 
failure to comply with the renewal procedures. 

(f) The license shall contain the licensee’s name, address, insurance pro- 
ducer number, and the date of issuance, the lines of authority, the expiration 
date and any other information the commissioner deems necessary. 

(g) A licensed insurance producer shall inform the commissioner by any 
means acceptable to the commissioner of a change of address within thirty (30) 
days of the change. Failure to timely inform the commissioner of a change in 
legal name or address may result in a disciplinary action pursuant to 
§ 56-6-112. 

(h) In order to assist in the performance of the commissioner’s duties, the 
commissioner may contract with nongovernmental entities, including the 
NAIC or any affiliates or subsidiaries that the NAIC oversees, to perform any 
ministerial functions, including the collection of fees, related to producer 
licensing that the commissioner and the non-governmental entity may deem 
appropriate. 

(i) In the commissioner’s discretion, the commissioner shall have the 
authority to waive any continuing education requirements imposed by this 
section. 
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History. 
Acts 2002, ch. 798, § 8; 2006, ch. 1018, § 3; 
2008, ch. 1192, §§ 1, 2, 9. 


Compiler’s Notes. 

Former Part 1, §§ 56-6-101 — 56-6-163, con- 
cerning licensing of agents and solicitors, was 
replaced by Acts 2002, ch. 798. Former §§ 56- 
6-101 — 56-6-129 (Acts 1975, ch. 68, §§ 2-18; 
1978, ch. 519, § 1; 1978, ch. 520, §§ 1, 2; 1978, 
ch. 648, § 1; 1979, ch. 85, § 1; 1979, ch. 196, 
§ 1; 1980, ch. 745, § 1; 1980, ch. 821, § 3; 1980, 
ch. 857, § 2; 1982, ch. 644, §§ 1-6, 8; 1984, ch. 
537, §§ 1, 2; 1985, ch. 193, §§ 1-4; 1987, ch. 
211, § 1; T.C.A., §§ 56-801 — 56-829) were 
repealed by Acts 1988, ch. 1019, § 32(a). For- 


56-6-108. Nonresident licensing. 
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mer §§ 56-6-130 — 56-6-159 and 56-6-161 — 
56-6-163 (Acts 1988, ch. 1019, §§ 1-29, 31; 
1989, ch. 355, § 1; 1989, ch. 481, § 1; 1994, ch. 
589, § 1; 1997, ch. 442, § 1; 2000, ch. 651, § 1; 
2001, ch. 333, §§ 3, 4) were repealed by Acts 
2002, ch. 798, effective January 1, 2003. Section 
56-6-160(d) and (e) were also deleted by Acts 
2002, ch. 798, effective January 1, 2003; how- 
ever, § 28 of that act provided that (a), (b), and 
(c) of that section, shall remain in effect until 
January 1, 2004, when the replacement of the 
existing continuing education requirement in 
new § 56-6-107(c) shall take effect. 


Section to Section References. 
This section is referred to in § 56-42-109. 


(a) Unless denied licensure pursuant to § 56-6-112, a nonresident person 
shall receive an insurance producer license if: 

(1) The person is currently licensed as a resident insurance producer and 
is in good standing in the person’s home state; 

(2) The person has submitted the proper request for licensure and has 
paid the applicable fees required by § 56-6-121; 

(3) The person has submitted or transmitted to the commissioner the 
application for licensure that the person submitted to the person’s home 
state, or in lieu of the same, a completed uniform application; and 

(4) The person’s home state awards insurance producer licenses to resi- 


dents of this state on the same basis. 

(b) The commissioner may verify the insurance producer’s licensing status 
through any producer database maintained by the NAIC, its affiliates or 
subsidiaries. 

(c) Anonresident insurance producer who moves from one state to another 
state or a resident insurance producer who moves from this state to another 
state shall file a change of address and provide certification from the new 
resident state within thirty (30) days of the change of legal residence. No fee or 
license application is required. 

(d) Notwithstanding any other provision of this part, a person licensed as a 
surplus lines producer in the person’s home state shall receive a surplus lines 
producer license in this state pursuant to subsection (a). Except as provided in 
subsection (a), nothing in this section otherwise amends or supersedes the 
Surplus Lines Insurance Act, compiled in chapter 14 of this title. 

(e) Notwithstanding any other provision of this part, a person licensed as a 
limited line credit insurance producer or any other type of limited lines 
insurance producer in the person’s home state shall receive a nonresident 
limited lines producer license, pursuant to subsection (a), as long as the license 
is granted to residents of this state. The license shall grant the nonresident the 
same scope of authority as granted a resident insurance producer holding the 
license in this state. 


Compiler’s Notes. 
Former Part 1, §§ 56-6-101 — 56-6-163, con- 


History. 
Acts 2002, ch. 798, § 9. 


56-6-109 


cerning licensing of agents and solicitors, was 
replaced by Acts 2002, ch. 798. Former §§ 56- 
6-101 — 56-6-129 (Acts 1975, ch. 68, §§ 2-18; 
1978, ch. 519, § 1; 1978, ch. 520, §§ 1, 2; 1978, 
ch. 648, § 1; 1979, ch. 85, § 1; 1979, ch. 196, 
§ 1; 1980, ch. 745, § 1; 1980, ch. 821, § 3; 1980, 
ch. 857, § 2; 1982, ch. 644, §§ 1-6, 8; 1984, ch. 
537, §§ 1, 2; 1985, ch. 193, §§ 1-4; 1987, ch. 
211, § 1; T.C.A., §§ 56-801 — 56-829) were 
repealed by Acts 1988, ch. 1019, § 32(a). For- 
mer §§ 56-6-130 — 56-6-159 and 56-6-161 — 
56-6-163 (Acts 1988, ch. 1019, §§ 1-29, 31; 
1989, ch. 355, § 1; 1989, ch. 481, § 1; 1994, ch. 
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589, § 1; 1997, ch. 442, § 1; 2000, ch. 651, § 1; 
2001, ch. 333, §§ 3, 4) were repealed by Acts 
2002, ch. 798, effective January 1, 2003. Section 
56-6-160(d) and (e) were also deleted by Acts 
2002, ch. 798, effective January 1, 2003; how- 
ever, § 28 of that act provided that (a), (b), and 
(c) of that section, shall remain in effect until 
January 1, 2004, when the replacement of the 
existing continuing education requirement in 
new § 56-6-107(c) shall take effect. 


Section to Section References. 
This section is referred to in §§ 56-6-101, 
56-6-102, 56-6-118. 


56-6-109. Exemption from examination. 


(a) An individual who applies for an insurance producer license in this state 
who was previously licensed for the same lines of authority in another state 
shall not be required to complete any prelicensing education or examination. 
This exemption is only available if the person is currently licensed in that state 
or if the application is received within ninety (90) days of the cancellation of 
the applicant’s previous license and if the prior state issues a certification that, 
at the time of cancellation, the applicant was in good standing in that state or 
the state’s producer database records, maintained by the NAIC, its affiliates or 
subsidiaries, indicate that the producer is or was licensed in good standing for 
the line of authority requested. 

(b) A person licensed as an insurance producer in another state who moves 
to this state shall make application within ninety (90) days of establishing 
legal residence to become a resident licensee pursuant to § 56-6-106. No 
prelicensing education or examination shall be required of that person to 
obtain any line of authority previously held in the prior state except where the 
commissioner determines otherwise by regulation. 


History. 
Acts 2002, ch. 798, § 10. 


56-6-163 (Acts 1988, ch. 1019, §§ 1-29, 31; 
1989, ch. 355, § 1; 1989, ch. 481, § 1; 1994, ch. 


Compiler’s Notes. 

Former Part 1, §§ 56-6-101 — 56-6-163, con- 
cerning licensing of agents and solicitors, was 
replaced by Acts 2002, ch. 798. Former §§ 56- 
6-101 — 56-6-129 (Acts 1975, ch. 68, §§ 2-18; 
1978, ch. 519, § 1; 1978, ch. 520, §§ 1, 2; 1978, 
ch. 648, § 1; 1979, ch. 85, § 1; 1979, ch. 196, 
§ 1; 1980, ch. 745, § 1; 1980, ch. 821, § 3; 1980, 
ch. 857, § 2; 1982, ch. 644, §§ 1-6, 8; 1984, ch. 
537, §§ 1, 2; 1985, ch. 193, §§ 1-4; 1987, ch. 
211, § 1; T.C.A., §§ 56-801 — 56-829) were 
repealed by Acts 1988, ch. 1019, § 32(a). For- 
mer §§ 56-6-130 — 56-6-159 and 56-6-161 — 


56-6-110. Limited lines producers. 


589, § 1; 1997, ch. 442, § 1; 2000, ch. 651, § 1; 
2001, ch. 333, §§ 3, 4) were repealed by Acts 
2002, ch. 798, effective January 1, 2003. Section 
56-6-160(d) and (e) were also deleted by Acts 
2002, ch. 798, effective January 1, 2003; how- 
ever, § 28 of that act provided that (a), (b), and 
(c) of that section, shall remain in effect until 
January 1, 2004, when the replacement of the 
existing continuing education requirement in 
new § 56-6-107(c) shall take effect. 


Section to Section References. 
This section is referred to in § 56-6-105. 


An individual who has met the requirements of § 56-6-106 shall be entitled 
to a limited lines producer license without examination in one (1) or more of the 


following limited lines: 
(1) Travel insurance; 
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(2) Credit life, credit accident and health insurance, or involuntary 
unemployment credit insurance; 

(3) Mortgage guaranty insurance; 

(4) Personal property insurance sold to a debtor under a master group 
policy issued to a creditor; 

(5) Crop hail insurance; 

(6) Title insurance; provided, that the limited lines producer is an 
attorney, duly licensed in this state, who acts as a title insurance agent as an 
ancillary part of the attorney’s practice of law; 

(7) Any other lines that the commissioner finds by rule are essential for 
the transaction of business in this state and do not require the professional 
competency demanded by an insurance producer’s license; 

(8) Portable electronics insurance; or 

(9) Self-service storage insurance. 


History. 

Acts 2002, ch. 798, § 11; 2005, ch. 58, § 1; 
2006, ch. 689, § 2; 2011, ch. 312, § 9; 2013, ch. 
293, § 9; 2015, ch. 460, § 1. 


Compiler’s Notes. 

Former Part 1, §§ 56-6-101 — 56-6-163, con- 
cerning licensing of agents and solicitors, was 
replaced by Acts 2002, ch. 798. Former §§ 56- 
6-101 — 56-6-129 (Acts 1975, ch. 68, §§ 2-18; 
1978, ch. 519, § 1; 1978, ch. 520, §§ 1, 2; 1978, 
ch. 648, § 1; 1979, ch. 85, § 1; 1979, ch. 196, 
§ 1; 1980, ch. 745, § 1; 1980, ch. 821, § 3; 1980, 
ch. 857, § 2; 1982, ch. 644, §§ 1-6, 8; 1984, ch. 
537, §§ 1, 2; 1985, ch. 193, §§ 1-4; 1987, ch. 
211, § 1; T.C.A., §§ 56-801 — 56-829) were 
repealed by Acts 1988, ch. 1019, § 32(a). For- 
mer §§ 56-6-130 — 56-6-159 and 56-6-161 — 
56-6-163 (Acts 1988, ch. 1019, §§ 1-29, 31; 
1989, ch. 355, § 1; 1989, ch. 481, § 1; 1994, ch. 
589, § 1; 1997, ch. 442, § 1; 2000, ch. 651, § 1; 
2001, ch. 333, §§ 3, 4) were repealed by Acts 
2002, ch. 798, effective January 1, 2003. Section 
56-6-160(d) and (e) were also deleted by Acts 


56-6-111. Temporary licensing. 


2002, ch. 798, effective January 1, 2003; how- 
ever, § 28 of that act provided that (a), (b), and 
(c) of that section, shall remain in effect until 
January 1, 2004, when the replacement of the 
existing continuing education requirement in 
new § 56-6-107(c) shall take effect. 

Acts 2011, ch. 312, § 11 provided that the 
commissioner is authorized to promulgate rules 
and regulations to effectuate the purposes of 
the act, which enacted this part. All such rules 
and regulations shall be promulgated in accor- 
dance with the Uniform Administrative Proce- 
dures Act, compiled in title 4, chapter 5. 

Acts 2013, ch. 293, § 11 provided that the 
commissioner is authorized to promulgate rules 
and regulations to effectuate the purposes of 
the act, which amended this section. All such 
rules and regulations shall be promulgated in 
accordance with the Uniform Administrative 
Procedures Act, compiled in title 4, chapter 5. 


Section to Section References. 
This section is referred to in §§ 56-6-102, 
56-6-1402. 


(a) The commissioner may issue a temporary insurance producer license for 

a period not to exceed one hundred eighty (180) days without requiring an 

examination if the commissioner deems that the temporary license is neces- 
sary for the servicing of an insurance business in the following cases: 

(1) To the surviving spouse or court-appointed personal representative of 


a licensed insurance producer who dies or becomes mentally or physically 
disabled to allow adequate time for the sale of the insurance business owned 
by the producer or for the recovery or return of the producer to the business 
or to provide for the training and licensing of new personnel to operate the 
producer’s business; 

(2) To amember or employee of a business entity licensed as an insurance 
producer, upon the death or disability of an individual designated in the 
business entity application or the license; 


56-6-112 INSURANCE 268 
(3) To the designee of a licensed insurance producer entering active 
service in the armed forces of the United States; or 
(4) In any other circumstance where the commissioner deems that the 
public interest will best be served by the issuance of this license. 

(b) The commissioner may by order limit the authority of any temporary 
licensee in any way deemed necessary to protect insureds and the public. The 
commissioner may require the temporary licensee to have a suitable sponsor 
who is a licensed producer or insurer and who assumes responsibility for all 
acts of the temporary licensee and may impose other similar requirements 
designed to protect insureds and the public. A temporary license issued under 
this part may also be suspended or revoked pursuant to § 56-6-112. A 
temporary license may not continue after the owner or the personal represen- 


tative disposes of the business. 


History. 
Acts 2002, ch. 798, § 12. 


Compiler’s Notes. 

Former Part 1, §§ 56-6-101 — 56-6-163, con- 
cerning licensing of agents and solicitors, was 
replaced by Acts 2002, ch. 798. Former §§ 56- 
6-101 — 56-6-129 (Acts 1975, ch. 68, §§ 2-18; 
1978, ch. 519, § 1; 1978, ch. 520, §§ 1, 2; 1978, 
ch. 648, § 1; 1979, ch. 85, § 1; 1979, ch. 196, 
§ 1; 1980, ch. 745, § 1; 1980, ch. 821, § 3; 1980, 
ch. 857, § 2; 1982, ch. 644, §§ 1-6, 8; 1984, ch. 
537, §§ 1, 2; 1985, ch. 193, §§ 1-4; 1987, ch. 
211, § 1; T.C.A., §§ 56-801 — 56-829) were 


repealed by Acts 1988, ch. 1019, § 32(a). For- 
mer §§ 56-6-130 — 56-6-159 and 56-6-161 — 
56-6-163 (Acts 1988, ch. 1019, §§ 1-29, 31; 
1989, ch. 355, § 1; 1989, ch. 481, § 1; 1994, ch. 
589, § 1; 1997, ch. 442, § 1; 2000, ch. 651, § 1; 
2001, ch. 333, §§ 3, 4) were repealed by Acts 
2002, ch. 798, effective January 1, 2003. Section 
56-6-160(d) and (e) were also deleted by Acts 
2002, ch. 798, effective January 1, 2003; how- 
ever, § 28 of that act provided that (a), (b), and 
(c) of that section, shall remain in effect until 
January 1, 2004, when the replacement of the 
existing continuing education requirement in 
new § 56-6-107(c) shall take effect. 


56-6-112. License denial, nonrenewal, suspension or revocation. 


(a) The commissioner may place on probation, suspend, revoke or refuse to 
issue or renew a license issued under this part or may levy a civil penalty in 
accordance with this section or take any combination of those actions, for any 
one (1) or more of the following causes: 

(1) Providing incorrect, misleading, incomplete or materially untrue in- 
formation in the license application; 

(2) Violating any law, rule, regulation, subpoena or order of the commis- 
sioner or of another state’s commissioner; 

(3) Obtaining or attempting to obtain a license through misrepresentation 
or fraud; 

(4) Improperly withholding, misappropriating or converting any moneys 
or properties received in the course of doing insurance business; 

(5) Intentionally misrepresenting the terms of an actual or proposed 
insurance contract or application for insurance; 

(6) Having been convicted of a felony; 

(7) Having admitted or been found to have committed any insurance 
unfair trade practice or fraud; 

(8) Using fraudulent, coercive, or dishonest practices, or demonstrating 
incompetence, untrustworthiness or financial irresponsibility in the conduct 
of business in this state or elsewhere; 

(9) Having an insurance producer license, or its equivalent, denied, 
suspended or revoked in any other state, province, district or territory; 
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(10) Forging another’s name to an application for insurance or to any 
document related to an insurance transaction; 

(11) Improperly using notes or any other reference material to complete 
an examination for an insurance license; 

(12) Knowingly directing any person to submit an application for health 
care benefits through the TennCare program at a time when the person is 
covered by a group policy or when the policy is being renewed, and then 
quoting a rate for a group health insurance policy if the insurance producer 
knows the person would otherwise have been eligible to participate or 
continue participation in the group policy; 

(13) Knowingly accepting insurance business from an individual who is 
not licensed; 

(14) Selling, soliciting or negotiating insurance for a company that is not 
authorized to transact the business of insurance in this state; and 

(15) Violating the unfair trade practices as enumerated in § 56-6-125. 
(b) Any action by the commissioner to put on probation, suspend, revoke or 

deny the renewal of a license pursuant to this section shall be governed by the 
Uniform Administrative Procedures Act, compiled in title 4, chapter 5. 

(c) In the event that the action by the commissioner is to deny an application 
for a license, the commissioner shall notify the applicant and advise, in 
writing, the applicant of the denial of the applicant’s application within thirty 
(30) days. 

(d) The license of a business entity may be suspended or revoked if the 
commissioner finds, after a hearing, that an individual licensee’s violation was 
known or should have been known by one (1) or more of the partners, officers 
or managers acting on behalf of the partnership or corporation and the 
violation was neither reported to the commissioner nor corrective action taken. 

(e) The commissioner shall retain the authority to enforce this part and 
impose any penalty or remedy authorized by this part and this title against 
any person who is under investigation for or charged with a violation of this 
part or this title, even if the person’s license has been surrendered or has 
lapsed by operation of law. 

(f) The commissioner may serve a notice or order in any action arising under 
this part by registered or certified mail to the insurance producer or applicant 
at the address of record in the files of the department. Notwithstanding any 
law to the contrary, service in the manner set forth in this subsection (f) shall 
be deemed to constitute actual service on the insurance producer or applicant. 

(g) If, after providing notice consistent with the process established by 
§ 4-5-320(c), and providing the opportunity for a contested case hearing held 
in accordance with the Uniform Administrative Procedures Act, compiled in 
title 4, chapter 5, the commissioner finds that any person required to be 
licensed, permitted, or authorized by the division of insurance pursuant to this 
chapter has violated any statute, rule or order, the commissioner may, at the 
commissioner's discretion, order: | 

(1) The person to cease and desist from engaging in the act or practice 
giving rise to the violation; 

(2) Payment of a monetary penalty of not more than one thousand dollars 
($1,000) for each violation, but not to exceed an aggregate penalty of one 
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hundred thousand dollars ($100,000). This subdivision (g)(2) shall not apply 
where a statute or rule specifically provides for other civil penalties for the 
violation. For purposes of this subdivision (g)(2), each day of continued 
violation shall constitute a separate violation; and 

(3) The suspension or revocation of the person’s license. 

(h) In determining the amount of penalty to assess under this section, the 
commissioner shall consider: 

(1) Whether the person could reasonably have interpreted such person’s 
actions to be in compliance with the obligations required by a statute, rule or 
order; 

(2) Whether the amount imposed will be a substantial economic deterrent 
to the violator; 

(3) The circumstances leading to the violation; 

(4) The severity of the violation and the risk of harm to the public; 

(5) The economic benefits gained by the violator as a result of 
noncompliance; 

(6) The interest of the public; and 

(7) The person’s efforts to cure the violation. 


History. 
Acts 2002, ch. 798, § 13; 2008, ch. 1192, §§ 4, 
5; 2011, ch. 90, §§ 4, 5. 


Compiler’s Notes. 

Former Part 1, §§ 56-6-101 — 56-6-163, con- 
cerning licensing of agents and solicitors, was 
replaced by Acts 2002, ch. 798. Former §§ 56- 
6-101 — 56-6-129 (Acts 1975, ch. 68, §§ 2-18; 
1978, ch. 519, § 1; 1978, ch. 520, §§ 1, 2; 1978, 
ch. 648, § 1; 1979, ch. 85, § 1; 1979, ch. 196, 
§ 1; 1980, ch. 745, § 1; 1980, ch. 821, § 3; 1980, 
ch. 857, § 2; 1982, ch. 644, §§ 1-6, 8; 1984, ch. 
537, §§ 1, 2; 1985, ch. 193, §§ 1-4; 1987, ch. 
211, § 1; T.C.A., §§ 56-801 — 56-829) were 
repealed by Acts 1988, ch. 1019, § 32(a). For- 
mer §§ 56-6-130 — 56-6-159 and 56-6-161 — 
56-6-163 (Acts 1988, ch. 1019, §§ 1-29, 31; 
1989, ch. 355, § 1; 1989, ch. 481, § 1; 1994, ch. 
589, § 1; 1997, ch. 442, § 1; 2000, ch. 651, § 1; 
2001, ch. 333, §§ 3, 4) were repealed by Acts 


56-6-113. Commissions. 


2002, ch. 798, effective January 1, 2003. Section 
56-6-160(d) and (e) were also deleted by Acts 
2002, ch. 798, effective January 1, 2003; how- 
ever, § 28 of that act provided that (a), (b), and 
(c) of that section, shall remain in effect until 
January 1, 2004, when the replacement of the 
existing continuing education requirement in 
new § 56-6-107(c) shall take effect. 

Acts 2011, ch. 90, § 6 provided that the act, 
which added subsections (g) and (h), shall not 
be retroactively applied. 


Cross-References. 
Certified mail in lieu of registered mail, § 1- 
3-111. 


Section to Section References. 

This section is referred to in §§ 56-6-104, 
56-6-106, 56-6-107, 56-6-108, 56-6-111, 56-6- 
116, 56-6-117, 56-6-118, 56-6-1403, 56-6-1407, 
56-7-2908. 


(a) An insurer or insurance producer shall not pay a commission, service fee, 
brokerage fee or other valuable consideration to a person for selling, soliciting 
or negotiating insurance in this state if that person is required to be licensed 
under this part and is not so licensed. 

(b) A person shall not accept a commission, service fee, brokerage or other 
valuable consideration for selling, soliciting or negotiating insurance in this 
state if that person is required to be licensed under this part and is not so 
licensed. 

(c) Renewal or other deferred commissions may be paid to a person for 
selling, soliciting or negotiating insurance in this state if the person was 


211 AGENTS, SOLICITORS AND ADMINISTRATORS 56-6-114 
required to be licensed under this part at the time of the sale, solicitation or 
negotiation and was so licensed at that time. 

(d) An insurer or insurance producer may pay or assign commissions, 
service fees, brokerages or other valuable consideration to an insurance agency 
or to persons who do not sell, solicit or negotiate insurance in this state, unless 
the payment would violate § 56-8-104(5) or (8). 

(e) An unlicensed person may make a referral to a licensed producer; 
provided, that the person does not discuss the specific insurance policy terms 
and conditions. Except as prohibited by federal law, the unlicensed person may 
be compensated for the referral; however, an unlicensed person who is neither 
employed by nor affiliated with the insurance producer may be compensated 
only if the compensation is a fixed dollar amount, not to exceed twenty-five 
dollars ($25.00) or such lesser amount as the commissioner may establish by 
rule, for each referral. An unlicensed person who is either employed by or 
affiliated with the insurance producer may be compensated only if the 
compensation is a fixed nominal dollar amount. In either event, the referral 
compensation shall not depend on whether the referred customer purchases an 


insurance product from the licensed producer. 


History. 
Acts 2002, ch. 798, § 14; 2008, ch. 1192, § 6. 


Compiler’s Notes. 

Former Part 1, §§ 56-6-101 — 56-6-163, con- 
cerning licensing of agents and solicitors, was 
replaced by Acts 2002, ch. 798. Former §§ 56- 
6-101 — 56-6-129 (Acts 1975, ch. 68, §§ 2-18; 
1978, ch. 519, § 1; 1978, ch. 520, §§ 1, 2; 1978, 
ch. 648, § 1; 1979, ch. 85, § 1; 1979, ch. 196, 
§ 1; 1980, ch. 745, § 1; 1980, ch. 821, § 3; 1980, 
ch. 857, § 2; 1982, ch. 644, §§ 1-6, 8; 1984, ch. 
537, §§ 1, 2; 1985, ch. 193, §§ 1-4; 1987, ch. 
211, § 1; T.C.A., 88 56-801 — 56-829) were 
repealed by Acts 1988, ch. 1019, § 32(a). For- 
mer §§ 56-6-130 — 56-6-159 and 56-6-161 — 


56-6-163 (Acts 1988, ch. 1019, §§ 1-29, 31; 
1989, ch. 355, § 1; 1989, ch. 481, § 1; 1994, ch. 
589, § 1; 1997, ch. 442, § 1; 2000, ch. 651, § 1; 
2001, ch. 333, §§ 3, 4) were repealed by Acts 
2002, ch. 798, effective January 1, 2003. Section 
56-6-160(d) and (e) were also deleted by Acts 
2002, ch. 798, effective January 1, 2003; how- 
ever, § 28 of that act provided that (a), (b), and 
(c) of that section, shall remain in effect until 
January 1, 2004, when the replacement of the 
existing continuing education requirement in 
new § 56-6-107(c) shall take effect. 

Section 56-8-104(4) or (7), formerly referred 
to in this section, was redesignated as § 56-8- 
104(5) or (8) by Acts 2008, ch. 1079, § 5, effec- 
tive January 1, 2008. 


56-6-114. Sale of unauthorized insurance. 


(a) A person shall be personally liable for any premiums paid for, or valid 
claims made on, all contracts of insurance unlawfully sold within this state by 
or through the person directly or indirectly, for or on behalf of an insurance 
company not authorized to do business in this state. 

(b) A person who sells insurance in this state for an insurance company not 
authorized to do business in this state commits a fraudulent insurance act as 


defined by § 56-53-102. 


History. 
Acts 2002, ch. 798, § 15; 2008, ch. 1192, § 7. 


Compiler’s Notes. 

Former Part 1, §§ 56-6-101 — 56-6-163, con- 
cerning licensing of agents and solicitors, was 
replaced by Acts 2002, ch. 798. Former §§ 56- 
6-101 — 56-6-129 (Acts 1975, ch. 68, §§ 2-18; 
1978, ch. 519, § 1; 1978, ch. 520, §§ 1, 2; 1978, 


ch. 648, § 1; 1979, ch. 85, § 1; 1979, ch. 196, 
§ 1; 1980, ch. 745, § 1; 1980, ch. 821, § 3; 1980, 
ch. 857, § 2; 1982, ch. 644, §§ 1-6, 8; 1984, ch. 
537, §§ 1, 2; 1985, ch. 193, §§ 1-4; 1987, ch. 
211, § 1; T.C.A., §§ 56-801 — 56-829) were 
repealed by Acts 1988, ch. 1019, § 32(a). For- 
mer §§ 56-6-130 — 56-6-159 and 56-6-161 — 
56-6-163 (Acts 1988, ch. 1019, §8§ 1-29, 31; 
1989, ch. 355, § 1; 1989, ch. 481, § 1; 1994, ch. 
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589, § 1; 1997, ch. 442, § 1; 2000, ch. 651,§ 1; ever, § 28 of that act provided that (a), (b), and 
2001, ch. 333, §§ 3, 4) were repealed by Acts (c) of that section, shall remain in effect until 
2002, ch. 798, effective January 1,2003.Section January 1, 2004, when the replacement of the 
56-6-160(d) and (e) were also deleted by Acts existing continuing education requirement in 
2002, ch. 798, effective January 1, 2003; how- new § 56-6-107(c) shall take effect. 


56-6-115. Appointments. 


(a) An insurance producer shall not act as an agent of an insurer unless the 
insurance producer becomes an appointed agent of that insurer. An insurance 
producer who is not acting as an agent of an insurer is not required to become 
appointed. 

(b) An insurance producer who solicits or negotiates an application for 
insurance shall be regarded, in any controversy arising from the application 
for insurance or any policy issued in connection with the application between 
the insured or insured’s beneficiary and the insurer, as the agent of the insurer 
and not the insured or insured’s beneficiary. This subsection (b) shall not affect 
the apparent authority of an agent. 

(c) To appoint a producer as its agent, the appointing insurer shall file, in a 
format approved by the commissioner, a notice of appointment within fifteen 
(15) days from the date the agency contract is executed or the first insurance 
application is submitted. An insurer may also elect to appoint a producer to all 
or some insurers within the insurer’s holding company system or group by the 
filing of a single appointment request. 

(d) Upon receipt of the notice of appointment, the commissioner shall verify 
within a reasonable time, not to exceed thirty (30) days, that the insurance 
producer is eligible for appointment. If the insurance producer is determined to 
be ineligible for appointment, the commissioner shall notify the insurer within 
five (5) days of the determination. 

(e) An insurer shall pay an appointment fee, in the amount set in § 56-6-— 
121, for each insurance producer appointed by the insurer. The fees under this 
section may be paid by the insurer on a quarterly basis. 

(f) Any insurance producer may place excess or rejected risks with an 
insurer lawfully doing business within this state, and shall not be required to 
enter into an agency contract or agreement with the insurer accepting such 
excess or rejected risks or be appointed by such insurer; provided, that only 
that portion of the risk in excess of the limits which the insurer will write may 
be placed as an excess risk, and: 

(1) The insurance producer has an agency contract or agreement with an 
insurer that actually engages in the writing of the insurance; and 

(2) The insurer has deemed the risk to be in excess of, or in noncompliance 
with, its underwriting standards. 

(g) No insurance producer may place an application for insurance with any 
residual market mechanism, as defined by § 56-5-102, unless the insurance 
producer: 

(1) Has an agency contract or agreement with an insurer that actually 
engages in the writing of the insurance; and 

(2) Makes a diligent effort to place the application for insurance with the 
insurer. 

(h) It is unlawful for any insurer to accept applications from, or pay 
commissions to, an insurance producer or limited lines producer except in 
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accordance with this section. Any insurer who unlawfully accepts applications 
from, or pays commissions to, any insurance producer shall be deemed to have 
accepted and acknowledged the person as its insurance producer or limited 


lines producer. 


(i) An individual not duly licensed as an insurance producer or limited lines 
producer who solicits a policy of insurance on behalf of an insurer shall become 
liable for all the duties, requirements, liabilities and penalties to which an 
insurance producer of the insurer is subject. 


History. 
Acts 2002, ch. 798, § 16. 


Compiler’s Notes. 

Former Part 1, §§ 56-6-101 — 56-6-163, con- 
cerning licensing of agents and solicitors, was 
replaced by Acts 2002, ch. 798. Former §§ 56- 
6-101 — 56-6-129 (Acts 1975, ch. 68, §§ 2-18; 
1978, ch. 519, § 1; 1978, ch. 520, §§ 1, 2; 1978, 
ch. 648, § 1; 1979, ch. 85, § 1; 1979, ch. 196, 
§ 1; 1980, ch. 745, § 1; 1980, ch. 821, § 3; 1980, 
ch. 857, § 2; 1982, ch. 644, §§ 1-6, 8; 1984, ch. 
537, §§ 1, 2; 1985, ch. 193, §§ 1-4; 1987, ch. 
211, § 1; T.C.A., §§ 56-801 — 56-829) were 
repealed by Acts 1988, ch. 1019, § 32(a). For- 
mer §§ 56-6-130 — 56-6-159 and 56-6-161 — 


56-6-163 (Acts 1988, ch. 1019, §§ 1-29, 31; 
1989, ch. 355, § 1; 1989, ch. 481, § 1; 1994, ch. 
589, § 1; 1997, ch. 442, § 1; 2000, ch. 651, § 1; 
2001, ch. 333, §§ 3, 4) were repealed by Acts 
2002, ch. 798, effective January 1, 2003. Section 
56-6-160(d) and (e) were also deleted by Acts 
2002, ch. 798, effective January 1, 2003; how- 
ever, § 28 of that act provided that (a), (b), and 
(c) of that section, shall remain in effect until 
January 1, 2004, when the replacement of the 
existing continuing education requirement in 
new § 56-6-107(c) shall take effect. 

Section 56-5-302 referenced in subdivision (g) 
of this section was renumbered as 56-5-102 by 
the authority of the code commission in 2016. 


NOTES TO DECISIONS 


Analysis 


. Particular Acts of Agent. 
—Representations. 

. Applicability. 

. Generally. 


. Particular Acts of Agent. 

Finding in favor of the insurer in its declara- 
tory judgment action was inappropriate be- 
cause the insurer, through its agent, failed to 
insure the van at issue as directed by the 
insured, T.C.A. § 56-6-115(b). The insured had 
told the agency to keep the van on the commer- 
cial policy, but instead, the van was transferred 
to the insured’s personal policy. Allstate Ins. 
Co. v. Tarrant, — S.W.3d —, 2010 Tenn. App. 
LEXIS 658 (Tenn. Ct. App. Oct. 21, 2010). 

Insurance agent’s mistaken transfer of an 
insured’s van from his commercial to his per- 
sonal policy was not subject to ratification by 
the insured because under T.C.A. § 56-6- 

115(b), the agent was acting in the place of and 
for the benefit of the insurer, not the insured, 
when she made the transfer. Allstate Ins. Co. v. 
Tarrant, 363 S.W.3d 508, 2012 Tenn. LEXIS 
213 (Tenn. Mar. 26, 2012). 


— PONE 


2. —Representations. 

Where insureds obtained a crop insurance 
policy through an insurance agent, and the 
agent allegedly agreed to obtain a measure- 
ment of the acreage under crop on one parcel of 
land but did not do so, resulting in the insurer’s 


denial of coverage for a loss, the agent’s sum- 
mary judgment motion, based on its being the 
agent of the insurer and not the insured under 
former T.C.A. § 56-6-147 (now see § 56-6-115), 
was denied. Campbell v. White & Assocs. Ins. 
Agency, Inc., 197 F. Supp. 2d 1104, 2002 U.S. 
Dist. LEXIS 5608 (W.D. Tenn. 2002). 


3. Applicability. 

Agency was an insurance producer who solic- 
ited and negotiated an application for fire in- 
surance as the insurer’s agent under T.C.A. 
§ 56-6-115(b); the insured and his wife were 
not responsible for the agency’s mistakes and 
negligence. Acuity Mut. Ins. Co. v. Frye, 699 F. 
Supp. 2d 975, 2010 U.S. Dist. LEXIS 27006 
(E.D. Tenn. Mar. 22, 2010). 

Jury instruction that a limited liability com- 
pany (LLC) as an insurer’s agent was relevant 
and applicable because the insureds claimed 
that they relied on the LLC to provide the 
insurance coverage they requested and that as 
a result of its mistake, the coverage was not 
provided; the insureds simply relied on the 
certificate of insurance as tangible evidence 
that their instructions had been followed. Stone 
v. Acuity Mut. Ins. Co., — S.W.3d —, 2014 Tenn. 
App. LEXIS 333 (Tenn. Ct. App. June 10, 2014), 
appeal denied, — S.W.3d —, 2014 Tenn. LEXIS 
837 (Tenn. Oct. 15, 2014). 


4. Generally. 
Purpose of T.C.A. § 56-6-115(b) is to prevent 
an insurance company from denying responsi- 


56-6-116 


bility for the representations and actions of its 
agent from whom an application for insurance 
is voluntarily accepted and to protect an appli- 
cant who relies on the representations and 
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liberally construed in the insured’s favor. Acu- 
ity Mut. Ins. Co. v. Frye, 699 F. Supp. 2d 975, 
2010 U.S. Dist. LEXIS 27006 (E.D. Tenn. Mar. 
22, 2010). 


actions of the insurer’s agent. The statute is 


56-6-116. Fiduciary duty. 


Any money that an insurance producer receives for soliciting, negotiating or 
selling insurance shall be held in a fiduciary capacity, and shall not be 
misappropriated, converted or improperly withheld. Any violation of this 
section shall be considered grounds for the denial, suspension, or revocation of 
the insurance producer’s license and shall subject the insurance producer to 


the sanctions and penalties set forth under § 56-6-112. 


History. 
Acts 2002, ch. 798, § 17. 


Compiler’s Notes. 

Former Part 1, §§ 56-6-101 — 56-6-163, con- 
cerning licensing of agents and solicitors, was 
replaced by Acts 2002, ch. 798. Former §§ 56- 
6-101 — 56-6-129 (Acts 1975, ch. 68, §§ 2-18; 
1978, ch. 519, § 1; 1978, ch. 520, §§ 1, 2; 1978, 
ch. 648, § 1; 1979, ch. 85, § 1; 1979, ch. 196, 
§ 1; 1980, ch. 745, § 1; 1980, ch. 821, § 3; 1980, 
ch. 857, § 2; 1982, ch. 644, §§ 1-6, 8; 1984, ch. 
537, §§ 1, 2; 1985, ch. 193, §§ 1-4; 1987, ch. 
211, § 1; T.C.A., §§ 56-801 — 56-829) were 


repealed by Acts 1988, ch. 1019, § 32(a). For- 
mer §§ 56-6-130 — 56-6-159 and 56-6-161 — 
56-6-163 (Acts 1988, ch. 1019, §§ 1-29, 31; 
1989, ch. 355, § 1; 1989, ch. 481, § 1; 1994, ch. 
589, § 1; 1997, ch. 442, § 1; 2000, ch. 651, § 1; 
2001, ch. 333, §§ 3, 4) were repealed by Acts 
2002, ch. 798, effective January 1, 2003. Section 
56-6-160(d) and (e) were also deleted by Acts 
2002, ch. 798, effective January 1, 2003; how- 
ever, § 28 of that act provided that (a), (b), and 
(c) of that section, shall remain in effect until 
January 1, 2004, when the replacement of the 
existing continuing education requirement in 
new § 56-6-107(c) shall take effect. 


56-6-117. Notification to commissioner of termination. 


(a) Termination for Cause. An insurer or authorized representative of 
the insurer that terminates the appointment, employment, contract or other 
insurance business relationship with a producer shall notify the commissioner 
within thirty (30) days following the effective date of the termination, using a 
format prescribed by the commissioner, if the reason for termination is one of 
the reasons set forth in § 56-6-112 or the insurer has knowledge the producer 
was found by a court, government body, or self-regulatory organization 
authorized by law to have engaged in any of the activities described in 
§ 56-6-112. Upon the written request of the commissioner, the insurer shall 
provide additional information, documents, records or other data pertaining to 
the termination or activity of the producer. 

(b) Termination Without Cause. An insurer or authorized representative 
of the insurer that terminates the appointment, employment, or contract with 
a producer for any reason not set forth in § 56-6-112 shall notify the 
commissioner within thirty (30) days following the effective date of the 
termination, using a format prescribed by the commissioner. Upon written 
request of the commissioner, the insurer shall provide additional information, 
documents, records or other data pertaining to the termination. 

(c) Termination of Appointment Fee. An insurer shall pay a termination 
of appointment fee, in the amount set forth in § 56-6-121, for each insurance 
producer appointment terminated by the insurer. 

(d) Ongoing Notification Requirement. The insurer or the authorized 
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representative of the insurer shall promptly notify the commissioner in a 
format acceptable to the commissioner if, upon further review or investigation, 
the insurer discovers additional information that would have been reportable 
to the commissioner in accordance with subsection (a) had the insurer known 
of its existence at the time the insurer initially notified the commissioner. 

(e) Copy of Notification to be Provided to Producer. 

(1) Within fifteen (15) days after making the notification required by 
subsections (a), (b) and (d), the insurer shall mail a copy of the notification 
to the producer at the producer’s last known address. If the producer is 
terminated for cause for any of the reasons listed in § 56-6-112, the insurer 
shall provide a copy of the notification to the producer at the producer’s last 
known address by certified mail, return receipt requested, postage prepaid 
or by overnight delivery using a nationally recognized carrier. 

(2) Within thirty (30) days after the producer has received the original or 
additional notification, the producer may file written comments concerning 
the substance of the notification with the commissioner. The producer shall, 
by the same means, simultaneously send a copy of the comments to the 
reporting insurer, and the comments shall become a part of the commission- 
er’s file and accompany every copy of a report distributed or disclosed for any 
reason about the producer as permitted under subsection (g). 

(f) Immunities. 

(1) In the absence of actual malice, an insurer, the authorized represen- 
tative of the insurer, a producer, the commissioner, or an organization of 
which the commissioner is a member and that compiles the information and 
makes it available to other commissioners or regulatory or law enforcement 
agencies shall not be subject to civil liability, and a civil cause of action of any 
nature shall not arise against these entities or their respective agents or 
employees, as a result of any statement or information required by or 
provided pursuant to this section or any information relating to any 
statement that may be requested in writing by the commissioner from an 
insurer or producer; or a statement by a terminating insurer or producer to 
an insurer or producer limited solely and exclusively to whether a termina- 
tion for cause under subsection (a) was reported to the commissioner; 
provided, that the propriety of any termination for cause under subsection 
(a) is certified in writing by an officer or authorized representative of the 
insurer or producer terminating the relationship. 

(2) In any action brought against a person that may have immunity under 
subdivision (f)(1) for making any statement required by this section or 
providing any information relating to any statement that may be requested 
by the commissioner, the party bringing the action shall plead specifically in 
any allegation that subdivision (f)(1) does not apply because the person 
making the statement or providing the information did so with actual 
malice. 

(3) Subdivision (f)(1) or (f)(2) shall not abrogate or modify any existing 
statutory or common law privileges or immunities. 

(g) Confidentiality. 

(1)(A) All testimony, documents, other information in the control or 

possession of the department that is obtained by the commissioner in an 

investigation pursuant to this section shall, except as provided in subdi- 
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vision (g)(1)(B), be confidential and absolutely privileged and shall not be: 
(i) Subject to § 10-7-503(a) or § 56-1-602; 
(ii) Subject to subpoena; 
(iii) Subject to discovery; or 
(iv) Admissible as evidence in any private civil action. 

(B) Notwithstanding subdivision (g)(1)(A), the commissioner is autho- 
rized to use the testimony, documents, and other information in the control 
or possession of the department in the furtherance of any regulatory or 
legal action brought as a part of the commissioner’s duties. 

(2) Neither the commissioner nor any person who received documents, 
materials or other information while acting under the authority of the 
commissioner shall be permitted or required to testify in any private civil 
action concerning any confidential documents, materials, or information 
subject to subdivision (g)(1). 

(3) In order to assist in the performance of the commissioner’s duties 
under this part, the commissioner may: 

(A) Share documents, materials or other information, including the 
confidential and privileged documents, materials or information subject to 
subdivision (g)(1), with other state, federal, and international regulatory 
agencies, with the NAIC, its affiliates or subsidiaries, and with state, 
federal, and international law enforcement authorities; provided, that the 
recipient agrees to maintain the confidentiality and privileged status of 
the document, material or other information; 

(B) Receive documents, materials or information, including otherwise 
confidential and privileged documents, materials or information, from the 
NAIC, its affiliates or subsidiaries, and from regulatory and law enforce- 
ment officials of other foreign or domestic jurisdictions, and shall maintain 
as confidential or privileged any document, material or information 
received with notice or the understanding that it is confidential or 
privileged under the laws of the jurisdiction that is the source of the 
document, material or information; and 

(C) Enter into agreements governing sharing and use of information 
consistent with this subsection (g). 

(4) No waiver of any applicable privilege or claim of confidentiality in the 
documents, materials, or information shall occur as a result of disclosure to 
the commissioner under this section or as a result of sharing as authorized 
in subdivision (g)(3). 

(5) Nothing in this part shall prohibit the commissioner from releasing 
final, adjudicated actions including for cause terminations that are open to 
public inspection pursuant to § 10-7-503(a) to a database or other clearing- 
house service maintained by the NAIC, its affiliates or subsidiaries. 

(h) Penalties for Failing to Report. An insurer or the authorized repre- 
sentative of the insurer, or a producer that fails to report as required under this 
section or that is found to have falsely reported with actual malice by a court 
of competent jurisdiction may, after notice and hearing, have its license or 
certificate of authority suspended or revoked. In addition to or in lieu of the 
Suspension or revocation of a license or certificate of authority, the commis- 
sioner may subject violators of this part to a civil penalty in an amount not less 
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than one hundred dollars ($100) nor more than one thousand dollars ($1,000) 


for each violation. 


History. 
Acts 2002, ch. 798, § 18; 2011, ch. 90, § 1. 


Compiler’s Notes. 

Former Part 1, §§ 56-6-101 — 56-6-163, con- 
cerning licensing of agents and solicitors, was 
replaced by Acts 2002, ch. 798. Former §§ 56- 
6-101 — 56-6-129 (Acts 1975, ch. 68, §§ 2-18; 
1978, ch. 519, § 1; 1978, ch. 520, §§ 1, 2; 1978, 
ch. 648, § 1; 1979, ch. 85, § 1; 1979, ch. 196, 
§ 1; 1980, ch. 745, § 1; 1980, ch. 821, § 3; 1980, 
ch. 857, § 2; 1982, ch. 644, §§ 1-6, 8; 1984, ch. 
537, §§ 1, 2; 1985, ch. 193, §§ 1-4; 1987, ch. 
211, § 1; T.C.A., §§ 56-801 — 56-829) were 
repealed by Acts 1988, ch. 1019, § 32(a). For- 
mer §§ 56-6-130 — 56-6-159 and 56-6-161 — 
56-6-163 (Acts 1988, ch. 1019, §§ 1-29, 31; 


56-6-118. Reciprocity. 


1989, ch. 355, § 1; 1989, ch. 481, § 1; 1994, ch. 
589, § 1; 1997, ch. 442, § 1; 2000, ch. 651, § 1; 
2001, ch. 333, §§ 3, 4) were repealed by Acts 
2002, ch. 798, effective January 1, 2003. Section 
56-6-160(d) and (e) were also deleted by Acts 
2002, ch. 798, effective January 1, 2003; how- 
ever, § 28 of that act provided that (a), (b), and 
(c) of that section, shall remain in effect until 
January 1, 2004, when the replacement of the 
existing continuing education requirement in 
new § 56-6-107(c) shall take effect. 

Acts 2011, ch. 90, § 6 provided that the act, 
which amended subdivision (g)(1), shall not be 
retroactively applied 


Cross-References. 
Confidentiality of public records, § 10-7-504. 


(a) The commissioner shall waive any requirements for a nonresident 
license applicant with a valid license from the applicant’s home state, except 
the requirements imposed by § 56-6-108, if the applicant’s home state awards 
nonresident licenses to residents of this state on the same basis. Notwithstand- 
ing any other provision of this part, after a public hearing the commissioner 
may waive any of the limitations or requirements imposed by § 56-6-108 if the 
applicant’s home state awards nonresident licenses to residents of this state on 
the same basis. However, nothing contained in this subsection (a) shall prevent 
the commissioner from denying, suspending or revoking a license issued under 
this part pursuant to § 56-6-112. 

(b) A nonresident producer’s satisfaction of the producer’s home state’s 
continuing education requirements for licensed insurance producers shall 
constitute satisfaction of this state’s continuing education requirements if the 
nonresident producer’s home state recognizes the satisfaction of its continuing 
education requirements imposed upon producers from this state on the same 


basis. 


History. 
Acts 2002, ch. 798, § 19; 2008, ch. 1192, § 3. 


Compiler’s Notes. 

Former Part 1, §§ 56-6-101 — 56-6-163, con- 
cerning licensing of agents and solicitors, was 
replaced by Acts 2002, ch. 798. Former §§ 56- 
6-101 — 56-6-129 (Acts 1975, ch. 68, §§ 2-18; 
1978, ch. 519, § 1; 1978, ch. 520, §§ 1, 2; 1978, 
ch. 648, § 1; 1979, ch. 85, § 1; 1979, ch. 196, 
§ 1; 1980, ch. 745, § 1; 1980, ch. 821, § 3; 1980, 
ch. 857, § 2; 1982, ch. 644, §§ 1-6, 8; 1984, ch. 
537, §§ 1, 2; 1985, ch. 198, §§ 1-4; 1987, ch. 
211, § 1; T.C.A., §§ 56-801 — 56-829) were 
repealed by Acts 1988, ch. 1019, § 32(a). For- 
mer §§ 56-6-130 — 56-6-159 and 56-6-161 — 


56-6-163 (Acts 1988, ch. 1019, §§ 1-29, 31; 
1989, ch. 355, § 1; 1989, ch. 481, § 1; 1994, ch. 
589, § 1; 1997, ch. 442, § 1; 2000, ch. 651, § 1; 
2001, ch. 333, §§ 3, 4) were repealed by Acts 
2002, ch. 798, effective January 1, 2003. Section 
56-6-160(d) and (e) were also deleted by Acts 
2002, ch. 798, effective January 1, 2003; how- 
ever, § 28 of that act provided that (a), (b), and 
(c) of that section, shall remain in effect until 
January 1, 2004, when the replacement of the 
existing continuing education requirement in 
new § 56-6-107(c) shall take effect. 


Section to Section References. 
This section is referred to in §§ 56-6-101, 
56-6-107. 
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56-6-119. Reporting of actions. 


(a) A producer shall report to the commissioner any administrative action 
taken against the producer in another jurisdiction or by another governmental 
agency in this state within thirty (30) days of the final disposition of the 
matter. This report shall include a copy of any order entered or other relevant 
legal documents. 

(b) Within thirty (30) days of the initial pretrial hearing date, a producer 
shall report to the commissioner any criminal prosecution of the producer 
taken in any jurisdiction. The report shall include a copy of the initial 
complaint filed, the order resulting from the hearing and any other relevant 


legal documents. 


History. 
Acts 2002, ch. 798, § 20. 


Compiler’s Notes. 

Former Part 1, §§ 56-6-101 — 56-6-163, con- 
cerning licensing of agents and solicitors, was 
replaced by Acts 2002, ch. 798. Former §§ 56- 
6-101 — 56-6-129 (Acts 1975, ch. 68, §§ 2-18; 
1978, ch. 519, § 1; 1978, ch. 520, §§ 1, 2; 1978, 
ch. 648, § 1; 1979, ch. 85, § 1; 1979, ch. 196, 
§ 1; 1980, ch. 745, § 1; 1980, ch. 821, § 3; 1980, 
ch. 857, § 2; 1982, ch. 644, §§ 1-6, 8; 1984, ch. 
537, §§ 1, 2; 1985, ch. 193, §§ 1-4; 1987, ch. 
211, § 1; T.C.A., §§ 56-801 — 56-829) were 


56-6-120. Investigations. 


repealed by Acts 1988, ch. 1019, § 32(a). For- 
mer §§ 56-6-130 — 56-6-159 and 56-6-161 — 
56-6-163 (Acts 1988, ch. 1019, §§ 1-29, 31; 
1989, ch. 355, § 1; 1989, ch. 481, § 1; 1994, ch. 
589, § 1; 1997, ch. 442, § 1; 2000, ch. 651, § 1; 
2001, ch. 333, §§ 3, 4) were repealed by Acts 
2002, ch. 798, effective January 1, 2003. Section 
56-6-160(d) and (e) were also deleted by Acts 
2002, ch. 798, effective January 1, 2003; how- 
ever, § 28 of that act provided that (a), (b), and 
(c) of that section, shall remain in effect until 
January 1, 2004, when the replacement of the 
existing continuing education requirement in 
new § 56-6-107(c) shall take effect. 


(a) The commissioner may make investigations necessary for the proper 
administration of this part. For the purpose of making the investigations, the 
commissioner shall have inquisitorial powers and shall be empowered to 
subpoena witnesses and examine them under oath; provided that: 

(1) Any investigatory action be reasonable in scope and relevant to the 


administration of this part; 


(2) In the course of an investigation conducted pursuant to this section, 
the commissioner shall be given access to all business records of a person 
licensed or required to be licensed under this part. The department shall 
endeavor to conduct its investigation in a manner that is least obtrusive to 
the ongoing business of the person; and 

(3)(A) All testimony, documents, other information in the control or 

possession of the commissioner that is obtained in an investigation 

pursuant to this section shall, except as provided in subdivision (a)(3)(B), 

be confidential and absolutely privileged and shall not be: 

(i) Subject to § 10-7-503(a) or § 56-1-602; 


(ii) Subject to subpoena; 
(iii) Subject to discovery; or 


(iv) Admissible as evidence in any private civil action; 
(B)G) The commissioner is authorized to use the testimony, documents, 
and other information in the control or possession of the department in 
the furtherance of any regulatory or legal action brought as a part of the 


commissioner’s duties; 
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(ii) Subject to subsection (b), a person being investigated pursuant to 
this section, or counsel for such person, may obtain from the commis- 
sioner a copy of each and any inquisitorial order and complaint filed 
against the person. Further, upon initiation of a formal proceeding 
against any person, the person shall be entitled to any and all discovery 
rights available under the Uniform Administrative Procedures Act, 
compiled in title 4, chapter 5, or the Tennessee Rules of Civil Procedure. 

(b)(1) Upon issuance by the commissioner of an inquisitorial order or upon 

receipt by the department of a written complaint against a person, the 

department shall provide the person with a copy of the inquisitorial order or 
complaint within thirty (30) days of issuance of the order or receipt of the 
complaint. 

(2) Before seeking a statement from a person being investigated, the 
department shall notify the person that any statement may be used in an 
investigation or become evidence in a hearing. Failure of the department to 
comply with subdivision (b)(1) shall render any statement provided to the 
department prior to its compliance with subdivision (b)(1) inadmissible in 
any administrative actions against such person. However, failure to comply 
with subdivision (b)(1) shall not prevent the department from proceeding 
with any actions arising from such order or complaint. Further, nothing in 
this section shall prevent the department from taking a statement from a 
person being investigated prior to giving the notice required by subdivision 
(b)(1) as long as it is taken within thirty (30) days of the receipt of the 
complaint or the entry of the inquisitorial order. 

(c) Upon receiving notice under subdivision (b)(1), the person being inves- 
tigated may obtain a copy of any written, formal or recorded statements made 
by such person. The department shall produce such information requested 
pursuant to this subsection (c) within thirty (30) days of the request. 

(d) In the course of an investigation conducted pursuant to this section, the 
commissioner shall have the right to take under oath the testimony of any 
person involved in the business of insurance. Such person shall be given no less 
than fourteen (14) days’ written notice of the commissioner’s intent to take 
testimony and the place where the testimony will be taken. Upon good cause 
shown, and in the commissioner’s sole discretion, the commissioner may 
provide additional time to the requester. 

(e) If the commissioner requests a person to produce records, originals or 
copies, in conjunction with an investigation conducted pursuant to this section, 
and the person from whom the documents have been requested believes the 
request is overbroad and will not lead to the discovery of facts relevant to the 
commissioner’s investigation, that person may seek review of the commission- 
er’s request by application to an administrative judge, including seeking entry 
of a protective order. The cost of document production pursuant to this section 
shall be borne by the person from whom the documents are sought; provided, 
however, that all other costs of investigation shall be borne by the department. 

(f) No later than thirty (30) days after completion of an investigation, or 
closure of a complaint file, the commissioner shall provide notice of such 
completion or closure to the person being investigated or against whom the 
complaint was filed. 
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(g) In the commissioner’s annual report made pursuant to § 56-1-601, the 
department shall identify the total number of open investigations, the number 
of investigations opened in the year covered by the report, and the number of 
investigations closed in the year covered by the report. 

(h) Any investigation initiated under this part shall be completed within 
two (2) years of receiving a complaint, or the entry of an inquisitorial order, 
whichever comes first. The filing of an action under subsection (e) shall toll this 
limitation until such time as there is a final order issued pursuant to the 
Uniform Administrative Procedures Act and there is no judicial order staying 
the effectiveness of the final order. All actions shall be commenced within five 
(5) years of the date that the commissioner knew or reasonably should have 
known of the cause of action. Nothing in this subsection (h) shall prevent the 
department from taking action based upon an order previously entered by 
another state or the federal government or a felony conviction, regardless of 
the date of such order or conviction. Any investigation initiated prior to July 1, 
2011, shall be completed or closed, or a contested case action shall be filed as 
of July 1, 2013. 

(i) Any notices required by the department pursuant to this section may be 
transmitted electronically. 


History. 
Acts 2002, ch. 798, § 21; 2011, ch. 90, § 2. 


Compiler’s Notes. 

Former Part 1, §§ 56-6-101 — 56-6-163, con- 
cerning licensing of agents and solicitors, was 
replaced by Acts 2002, ch. 798. Former §§ 56- 
6-101 — 56-6-129 (Acts 1975, ch. 68, §§ 2-18; 
1978, ch. 519, § 1; 1978, ch. 520, §§ 1, 2; 1978, 
ch. 648, § 1; 1979, ch. 85, § 1; 1979, ch. 196, 
§ 1; 1980, ch. 745, § 1; 1980, ch. 821, § 3; 1980, 
ch. 857, § 2; 1982, ch. 644, §§ 1-6, 8; 1984, ch. 
537, §§ 1, 2; 1985, ch. 193, §§ 1-4; 1987, ch. 
211, § 1; T.C.A., §§ 56-801 — 56-829) were 
repealed by Acts 1988, ch. 1019, § 32(a). For- 
mer §§ 56-6-130 — 56-6-159 and 56-6-161 — 
56-6-163 (Acts 1988, ch. 1019, §§ 1-29, 31; 


56-6-121. Fees. 


1989, ch. 355, § 1; 1989, ch. 481, § 1; 1994, ch. 
589, § 1; 1997, ch. 442, § 1; 2000, ch. 651, § 1; 
2001, ch. 333, §§ 3, 4) were repealed by Acts 
2002, ch. 798, effective January 1, 2003. Section 
56-6-160(d) and (e) were also deleted by Acts 
2002, ch. 798, effective January 1, 2003; how- 
ever, § 28 of that act provided that (a), (b), and 
(c) of that section, shall remain in effect until 
January 1, 2004, when the replacement of the 
existing continuing education requirement in 
new § 56-6-107(c) shall take effect. 

Acts 2011, ch. 90, § 6 provided that the act, 
which rewrote the section, shall not be retroac- 
tively applied. 


Cross-References. 
Confidentiality of public records, § 10-7-504. 


In addition to any other fees that may be required elsewhere in this title, the 
following are the nonrefundable fees that will be paid to the commissioner 


under this part: 


(1) Except as provided in subdivision (5), fifty dollars ($50.00) for the 
filing of an application for an insurance producer license or limited lines 


producer license; 


(2) Sixty dollars ($60.00) for the renewal of an insurance producer license; 
(3) Thirty dollars ($30.00) for the renewal of a limited lines producer 


license; 


(4) Fifteen dollars ($15.00) for the appointment or termination of appoint- 
ment of an insurance producer or limited lines producer by an insurer; and 
(5) Seven hundred fifty dollars ($750) for the filing of an initial application 
or renewal application as a travel insurance supervising entity pursuant to 
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the Travel Insurance Producer Limited License Act, compiled in part 14 of 


this chapter. 


History. 
Acts 2002, ch. 798, § 22; 2006, ch. 1018, §§ 4, 
5; 2015, ch. 460, § 2. 


Compiler’s Notes. 

Former Part 1, §§ 56-6-101 — 56-6-163, con- 
cerning licensing of agents and solicitors, was 
replaced by Acts 2002, ch. 798. Former §§ 56- 
6-101 — 56-6-129 (Acts 1975, ch. 68, §§ 2-18; 
1978, ch. 519, § 1; 1978, ch. 520, §§ 1, 2; 1978, 
ch. 648, § 1; 1979, ch. 85, § 1; 1979, ch. 196, 
§ 1; 1980, ch. 745, § 1; 1980, ch. 821, § 3; 1980, 
ch. 857, § 2; 1982, ch. 644, §§ 1-6, 8; 1984, ch. 
537, §§ 1, 2; 1985, ch. 198, §§ 1-4; 1987, ch. 
211, § 1; T.C.A., §§ 56-801 — 56-829) were 
repealed by Acts 1988, ch. 1019, § 32(a). For- 
mer §§ 56-6-130 — 56-6-159 and 56-6-161 — 


56-6-122. Countersignatures. 


56-6-163 (Acts 1988, ch. 1019, §§ 1-29, 31; 
1989, ch. 355, § 1; 1989, ch. 481, § 1; 1994, ch. 
589, § 1; 1997, ch. 442, § 1; 2000, ch. 651, § 1; 
2001, ch. 333, §§ 3, 4) were repealed by Acts 
2002, ch. 798, effective January 1, 2003. Section 
56-6-160(d) and (e) were also deleted by Acts 
2002, ch. 798, effective January 1, 2003; how- 
ever, § 28 of that act provided that (a), (b), and 
(c) of that section, shall remain in effect until 
January 1, 2004, when the replacement of the 
existing continuing education requirement in 
new § 56-6-107(c) shall take effect. 


Section to Section References. 

This section is referred to in §§ 56-6-106, 
56-6-107, 56-6-108, 56-6-115, 56-6-117, 56-6- 
1403. 


Notwithstanding any other law to the contrary, there shall be no require- 
ment that an insurance producer who is a resident of this state must 
countersign a policy of insurance written by an insurance company. 


History. 
Acts 2002, ch. 798, § 23. 


Compiler’s Notes. 

Former Part 1, §§ 56-6-101 — 56-6-163, con- 
cerning licensing of agents and solicitors, was 
replaced by Acts 2002, ch. 798. Former §§ 56- 
6-101 — 56-6-129 (Acts 1975, ch. 68, §§ 2-18; 
1978, ch. 519, § 1; 1978, ch. 520, §§ 1, 2; 1978, 
ch. 648, § 1; 1979, ch. 85, § 1; 1979, ch. 196, 
§ 1; 1980, ch. 745, § 1; 1980, ch. 821, § 3; 1980, 
ch. 857, § 2; 1982, ch. 644, §§ 1-6, 8; 1984, ch. 
537, §§ 1, 2; 1985, ch. 193, §§ 1-4; 1987, ch. 
211, § 1; T.C.A., §§ 56-801 — 56-829) were 


56-6-123. Assumed names. 


repealed by Acts 1988, ch. 1019, § 32(a). For- 
mer §§ 56-6-130 — 56-6-159 and 56-6-161 — 
56-6-163 (Acts 1988, ch. 1019, §§ 1-29, 31; 
1989, ch. 355, § 1; 1989, ch. 481, § 1; 1994, ch. 
589, § 1; 1997, ch. 442, § 1; 2000, ch. 651, § 1; 
2001, ch. 333, §§ 3, 4) were repealed by Acts 
2002, ch. 798, effective January 1, 2003. Section 
56-6-160(d) and (e) were also deleted by Acts 
2002, ch. 798, effective January 1, 2003; how- 
ever, § 28 of that act provided that (a), (b), and 
(c) of that section, shall remain in effect until 
January 1, 2004, when the replacement of the 
existing continuing education requirement in 
new § 56-6-107(c) shall take effect. 


An insurance producer doing business under any name other than the 
producer’s legal name is required to notify the commissioner prior to using the 


assumed name. 


History. 
Acts 2002, ch. 798, § 24. 


Compiler’s Notes. 

Former Part 1, §§ 56-6-101 — 56-6-163, con- 
cerning licensing of agents and solicitors, was 
replaced by Acts 2002, ch. 798. Former §§ 56- 
6-101 — 56-6-129 (Acts 1975, ch. 68, §§ 2-18; 
1978, ch. 519, § 1; 1978, ch. 520, §§ 1, 2; 1978, 
ch. 648, § 1; 1979, ch. 85, § 1; 1979, ch. 196, 
§ 1; 1980, ch. 745, § 1; 1980, ch. 821, § 3; 1980, 
ch. 857, § 2; 1982, ch. 644, §§ 1-6, 8; 1984, ch. 
537, §§ 1, 2; 1985, ch. 193, §§ 1-4; 1987, ch. 


211, § 1; T.C.A., §§ 56-801 — 56-829) were 
repealed by Acts 1988, ch. 1019, § 32(a). For- 
mer §§ 56-6-130 — 56-6-159 and 56-6-161 — 
56-6-163 (Acts 1988, ch. 1019, §§ 1-29, 31; 
1989, ch. 355, § 1; 1989, ch. 481, § 1; 1994, ch. 
589, § 1; 1997, ch. 442, § 1; 2000, ch. 651, § 1; 
2001, ch. 333, §§ 3, 4) were repealed by Acts 
2002, ch. 798, effective January 1, 2003. Section 
56-6-160(d) and (e) were also deleted by Acts 
2002, ch. 798, effective January 1, 2003; how- 
ever, § 28 of that act provided that (a), (b), and 
(c) of that section, shall remain in effect until 
January 1, 2004, when the replacement of the 
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existing continuing education requirement in 
new § 56-6-107(c) shall take effect. 


56-6-124. Regulations. 


(a) The commissioner may, in accordance with the Uniform Administrative 
Procedures Act, compiled in title 4, chapter 5, promulgate reasonable regula- 
tions as are necessary or proper to carry out the purposes of this part. 

(b) The commissioner shall have the authority to promulgate any emer- 
gency rules necessary to implement this part; provided, that permanent rules 
shall be implemented pursuant to the Uniform Administrative Procedures Act, 
compiled in title 4, chapter 5. 

(c) The commissioner shall promulgate continuing education requirements 
for individuals licensed under this part in accordance with the Uniform 


Administrative Procedures Act, compiled in title 4, chapter 5. 


History. 
Acts 2002, ch. 798, § 25; 2009, ch. 566, § 12. 


Compiler’s Notes. 

Former Part 1, §§ 56-6-101 — 56-6-163, con- 
cerning licensing of agents and solicitors, was 
replaced by Acts 2002, ch. 798. Former §§ 56- 
6-101 — 56-6-129 (Acts 1975, ch. 68, §§ 2-18; 
1978, ch. 519, § 1; 1978, ch. 520, §§ 1, 2; 1978, 
ch. 648, § 1; 1979, ch. 85, § 1; 1979, ch. 196, 
§ 1; 1980, ch. 745, § 1; 1980, ch. 821, § 3; 1980, 
ch. 857, § 2; 1982, ch. 644, §§ 1-6, 8; 1984, ch. 
537, §§ 1, 2; 1985, ch. 198, §§ 1-4; 1987, ch. 
211, § 1; T.C.A., §§ 56-801 — 56-829) were 
repealed by Acts 1988, ch. 1019, § 32(a). For- 
mer §§ 56-6-130 — 56-6-159 and 56-6-161 — 
56-6-163 (Acts 1988, ch. 1019, §§ 1-29, 31; 


1989, ch. 355, § 1; 1989, ch. 481, § 1; 1994, ch. 
589, § 1; 1997, ch. 442, § 1; 2000, ch. 651, § 1; 
2001, ch. 333, §§ 3, 4) were repealed by Acts 
2002, ch. 798, effective January 1, 2003. Section 
56-6-160(d) and (e) were also deleted by Acts 
2002, ch. 798, effective January 1, 2003; how- 
ever, § 28 of that act provided that (a), (b), and 
(c) of that section, shall remain in effect until 
January 1, 2004, when the replacement of the 
existing continuing education requirement in 
new § 56-6-107(c) shall take effect. 

Acts 2009, ch. 566, § 12 provided that the 
Tennessee code commission is directed to 
change all references to public necessity rules, 
wherever such references appear in this code, 
to emergency rules, as sections are amended 
and volumes are replaced. 


5§6-6-125. Unfair trade practices. 


(a) It is an unfair trade practice for an insurance producer to: 
(1) Hold the insurance producer out, directly or indirectly, to the public as 
a financial planner, investment adviser, consultant, financial counselor, risk 
manager or any other specialist engaged in the business of giving financial 
planning, risk management or advice relating to investments, insurance, 
real estate, tax matters or trust and estate matters when the person is in fact 
engaged only in the sale of insurance policies. This subdivision (a)(1) does 
not preclude persons who hold some form of formal recognized financial 
planning, risk management or consultant certification or designation from 
using this certification or designation when they are only selling insurance; 
(2) Engage in the business of financial planning without disclosing to the 
client prior to the execution of the agreement provided for in subdivision 
(a)(3), or solicitation of the sale of a product or service, that: 
(A) The person is also an insurance salesperson; and 
(B) That a commission for the sale of an insurance product will be 
received in addition to a fee for financial planning, if such is the case. The 
disclosure requirement under this subsection (a) may be met by including 
it in any disclosure required by federal or state securities law; or 
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(3) Charge fees for the sale, solicitation or negotiation of insurance not 
authorized by a written agreement with an insurer, and, where applicable, 
incorporated in the insurer’s rate filing. An insurance producer may charge 
fees for services not connected with the sale, solicitation and negotiation of 
insurance by the insurance producer if the fees are based upon a qualified 
written agreement, signed by the party to be charged in advance of the 
performance of the services under the agreement. A copy of the qualifying 
agreement must be provided to the party to be charged at the time the 
agreement is signed by the party. The agreement shall be considered as 


qualifying if it includes: 


(A) The services for which the fee is to be charged; 
(B) The amount of the fee to be charged or how it will be determined or 


calculated; and 


(C) A disclosure stating that the client is under no obligation to 
purchase any insurance product through the insurance producer or 
consultant. The insurance producer shall retain a copy of the agreement 
for not less than three (3) years after completion of services, and a copy 
shall be available to the commissioner upon request. 

(b) Notwithstanding subsection (a), nothing in this section shall be con- 
strued as permitting persons to charge an additional fee for services that are 
customarily associated with the sale, solicitation, negotiation or servicing of 


insurance policies. 


History. 
Acts 2002, ch. 798, § 26; 2008, ch. 1192, § 8. 


Compiler’s Notes. 

Former Part 1, §§ 56-6-101 — 56-6-163, con- 
cerning licensing of agents and solicitors, was 
replaced by Acts 2002, ch. 798. Former §§ 56- 
6-101 — 56-6-129 (Acts 1975, ch. 68, §§ 2-18; 
1978, ch. 519, § 1; 1978, ch. 520, §§ 1, 2; 1978, 
ch. 648, § 1; 1979, ch. 85, § 1; 1979, ch. 196, 
§ 1; 1980, ch. 745, § 1; 1980, ch. 821, § 3; 1980, 
ch. 857, § 2; 1982, ch. 644, §§ 1-6, 8; 1984, ch. 
537, §§ 1, 2; 1985, ch. 198, §§ 1-4; 1987, ch. 
211, § 1; T.C.A., §§ 56-801 — 56-829) were 
repealed by Acts 1988, ch. 1019, § 32(a). For- 
mer §§ 56-6-130 — 56-6-159 and 56-6-161 — 


56-6-126. Severability. 


56-6-163 (Acts 1988, ch. 1019, §§ 1-29, 31; 
1989, ch. 355, § 1; 1989, ch. 481, § 1; 1994, ch. 
589, § 1; 1997, ch. 442, § 1; 2000, ch. 651, § 1; 
2001, ch. 333, §§ 3, 4) were repealed by Acts 
2002, ch. 798, effective January 1, 2003. Section 
56-6-160(d) and (e) were also deleted by Acts 
2002, ch. 798, effective January 1, 2003; how- 
ever, § 28 of that act provided that (a), (b), and 
(c) of that section, shall remain in effect until 
January 1, 2004, when the replacement of the 
existing continuing education requirement in 
new § 56-6-107(c) shall take effect. 


Section to Section References. 
This section is referred to in § 56-6-112. 


If any provisions of this part or the application of a provision to any person 
or circumstances is held invalid, the remainder of the part, and the application 
of the provision to persons or circumstances other than those to which it is held 


invalid, shall not be affected. 


History. 
Acts 2002, ch. 798, § 27. 


Compiler’s Notes. 

Former Part 1, §§ 56-6-101 — 56-6-163, con- 
cerning licensing of agents and solicitors, was 
replaced by Acts 2002, ch. 798. Former §§ 56- 
6-101 — 56-6-129 (Acts 1975, ch. 68, §§ 2-18; 
1978, ch. 519, § 1; 1978, ch. 520, §§ 1, 2; 1978, 


ch. 648, § 1; 1979, ch. 85, § 1; 1979, ch. 196, 
§ 1; 1980, ch. 745, § 1; 1980, ch. 821, § 3; 1980, 
ch. 857, § 2; 1982, ch. 644, §§ 1-6, 8; 1984, ch. 
537, §§ 1, 2; 1985, ch. 193, §§ 1-4; 1987, ch. 
211, § 1; T.C.A., §§ 56-801 — 56-829) were 
repealed by Acts 1988, ch. 1019, § 32(a). For- 
mer §§ 56-6-130 — 56-6-159 and 56-6-161 — 
56-6-163 (Acts 1988, ch. 1019, §§ 1-29, 31; 
1989, ch. 355, § 1; 1989, ch. 481, § 1; 1994, ch. 
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589, § 1; 1997, ch. 442, § 1; 2000, ch. 651,§ 1; ever, § 28 of that act provided that (a), (b), and 
2001, ch. 333, §§ 3, 4) were repealed by Acts  (c) of that section, shall remain in effect until 
2002, ch. 798, effective January 1, 2003.Section January 1, 2004, when the replacement of the 
56-6-160(d) and (e) were also deleted by Acts’ existing continuing education requirement in 
2002, ch. 798, effective January 1, 2003; how- new § 56-6-107(c) shall take effect. 


PART 2 
AGENTS FOR BANK HOLDING COMPANIES 


56-6-201. Insurance companies offering only surety insurance. 


(a) In addition to other powers permitted to banks by title 45, a state bank 
may own, operate or manage an insurance company offering only surety 
insurance, as defined in § 56-2-201(6)(E). 

(b) An insurance company owned by a bank shall comply with all Tennessee 
law applicable to insurance companies and shall be regulated by the commis- 
sioner of commerce and insurance. 


History. Section to Section References. 
Acts 1988, ch. 948, § 2; T.C.A. § 56-6-205. This part is referred to in § 45-5-305. 


Code Commission Notes. This section was 
renumbered from § 56-6-205 to § 56-6-201 by 
authority of the Code Commission in 2016. 


PART 3 
TIME-PRICE DIFFERENTIAL PAYMENT OF AGENTS 


56-6-301. Charges on unpaid balances on premium payments — Time- 
price differential. 


Insurance agents licensed in this state may charge, receive and collect on the 
principal balance of unpaid insurance and bond premiums a time-price 
differential not to exceed the rate now provided for retail merchants under the 
Retail Installment Sales Act, compiled in title 47, chapter 11: 

(1) On so much of the principal balance as does not exceed five hundred 
dollars ($500), ten dollars ($10.00) per one hundred dollars ($100) per year; 

(2) If the principal balance exceeds five hundred dollars ($500), but is less 
than five thousand dollars ($5,000), eight dollars ($8.00) per one hundred 
dollars ($100) per year on that portion over five hundred dollars ($500); and 

(3) If the principal balance exceeds five thousand dollars ($5,000), six 
dollars ($6.00) per one hundred dollars ($100) per year on that portion over 
five thousand dollars ($5,000). 


History. 
Acts 1965, ch. 356, § 1; T.C.A., § 56-714. 


56-6-302. Computation of time-price differential. 


The time-price differential provided for in this part shall be computed in the 
Same manner as is provided in the Retail Installment Sales Act, as set out in 
§ 47-11-103(d). 
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History. 
Acts 1965, ch. 356, § 2; T.C.A., § 56-715. 


56-6-303. Written agreement to charges — Contents of contract. 


In the event time-price differential charges are made pursuant to this part, 
the purchaser of insurance must agree to the charges in writing, and the 
instrument must contain: 

(1) The cash price of the insurance policy or bond and the amount of the 
initial payment, if any; 

(2) The difference between the two (2), if any; 

(3) The principal balance owed; 

(4) The amount of the time-price differential; and 

(5) The time balance owed by the buyer. 


History. 
Acts 1965, ch. 356, § 3; T.C.A., § 56-716. 


56-6-304. Prepayment by buyer before maturity — Refund credit. 


The buyer of insurance may prepay in full at any time before maturity the 
unpaid balance due, and in so paying the unpaid balance, shall receive a 
refund credit as provided under § 47-11-103(h). 


History. 
Acts 1965, ch. 356, § 4; T.C.A., § 56-717. 


56-6-305. Willful violation a misdemeanor — Penalty. 


No agent shall make time-price differential charges in excess of the schedule 
provided in this part, and willful violation of this part is a Class C misde- 
meanor. 


History. Cross-References. 
Acts 1965, ch. 356, § 5; T.C.A., § 56-718; Penalty for Class C misdemeanor, § 40-35- 
Acts 1989, ch. 591, § 1138. 111. 


56-6-306. Transactions not loans — Industrial loan and thrift compa- 
nies provisions inapplicable. 


Time-price differential transactions as described in this part shall not be 
deemed to be loans or forbearances of money or things of value or the making 
of the loans or forbearances, nor shall they be regulated by or subject to title 
45, chapter 5. 


History. 
Acts 1965, ch. 356, § 6; impl. am. Acts 1979, 
ch. 204, §§ 8, 26; T.C.A., § 56-719. 


56-6-307. Inapplicable to certain agents. 


This part does not apply to agents who finance premiums through a 
Tennessee corporation, or a corporation domesticated to transact business in 
Tennessee, that is either an insurer, a subsidiary of an insurer or owned by a 
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group of insurers, and that confines its business to the financing of insurance 
premiums on policies issued by the owners of the company. 


History. 
Acts 1965, ch. 356, § 7; T.C.A., § 56-720. 
PART 4 
ADMINISTRATORS 


56-6-401. “Administrator” defined. 


As used in this part, “administrator” means any person, company, corpora- 
tion, partnership, association or other legal entity that collects charges or 
premiums from, or that adjusts or settles claims on, residents of this state in 
connection with life or health insurance coverage or annuities other than: 

(1) An employer on behalf of its employees or the employees of one (1) or 
more subsidiary or affiliated corporations of the employer; 

(2) A union on behalf of its members; 

(3) An insurance company that is either licensed in this state or acting as 
an insurer with respect to a policy lawfully issued and delivered by it in and 
pursuant to the laws of a state in which the insurer was authorized to 
conduct an insurance business or a nonprofit hospital, medical, dental or 
vision service organization, including its sales representatives, licensed in 
this state when engaged in the performance of its duties as such, or a duly 
licensed health maintenance organization; 

(4) Alife or health agent or broker licensed in this state, whose activities 
are limited exclusively to the sale of insurance, or sales-related services for 
which no monetary compensation is paid; 

(5) Acreditor on behalf of its debtors with respect to insurance covering a 
debt between the creditor and its debtors; 

(6) A trust, its trustees, agents and employees acting under the trust, 
established in conformity with 29 U.S.C. § 186; 

(7) A trust exempt from taxation under the Internal Revenue Code, 
§ 501(a) (26 U.S.C. § 501(a)), its trustees, and employees acting under 26 
U.S.C. § 501(a), or a custodian, its agents and employees acting pursuant to 
a custodian account that meets the requirements of the Internal Revenue 
Code, § 401(f) (26 U.S.C. § 401(f)); 

(8) A bank, credit union or other financial institution that is subject to 
supervision or examination by federal or state banking authorities; 

(9) A credit card issuing company that advances for and collects premi- 
ums or charges from its credit card holders who have authorized it to do so, 
provided the company does not adjust or settle claims; or 

(10) A person who adjusts or settles claims in the normal course of the 
person’s practice or employment as an attorney at law, and who does not 
collect charges or premiums in connection with life or health insurance 
coverage or annuities. 


History. Section to Section References. 
Acts 1980, ch. 640, § 1. This section is referred to in § 56-8-102. 
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Textbooks. 
Tennessee Jurisprudence, 15 Tenn. Juris., 
Insurance, § 13. 


56-6-402. Agreement required — Records — Terms. 


(a) No administrator shall act as administrator without a written agree- 
ment between the administrator and the insurer, and the written agreement 
shall be retained as part of the official records of both the insurer and the 
administrator for the duration of the agreement and five (5) years thereafter. 
The written agreement shall contain provisions that include the requirements 
of §§ 56-6-404 — 56-6-408, except insofar as those requirements do not apply 
to the functions performed by the administrator. 

(b) Where a policy is issued to a trustee or trustees, a copy of the trust 
agreement and any amendments to the trust agreement shall be furnished to 
the insurer by the administrator and shall be retained as part of the official 
records of both the insurer and the administrator for the duration of the policy 
and five (5) years thereafter. 

(c) The agreement between administrator and insurer shall make provision 
with respect to the underwriting or other standards pertaining to the business 
underwritten by the insurer. 


History. Textbooks. 
Acts 1980, ch. 640, § 2. Tennessee Jurisprudence, 15 Tenn. Juris., 


Section to Section References. ee ae 


This section is referred to in §§ 56-6-403, 
56-6-404, 56-6-410. 


56-6-403. Payments handled by administrator. 


Whenever an insurer utilizes the services of an administrator under the 
terms of a written contract as required in § 56-6-402, the payment to the 
administrator of any premiums or charges for insurance by or on behalf of the 
insured shall be deemed to have been received by the insurer, and the payment 
of return premiums or claims by the insurer to the administrator shall not be 
deemed payment to the insured or claimant until the payments are received by 
the insured or claimant. Nothing in this section shall limit any right of the 
insurer against the administrator resulting from its failure to make payments 
to the insurer, insureds or claimants. 


History. 
Acts 1980, ch. 640, § 3. 


Cross-References. 
Payment of claims to be authorized by in- 
surer, § 56-6-407. 


56-6-404. Recordkeeping requirements. 


(a) Every administrator shall maintain at its principal administrative office, 
for the duration of the written agreement referred to in § 56-6-402 and five (5) 
years thereafter, adequate books and records of all transactions between it, 
insurers and insured persons. The books and records shall be maintained in 
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accordance with prudent standards of insurance record keeping. The commis- 
sioner shall have access to the books and records for the purpose of examina- 
tion, audit and inspection. 

(b) Any trade secrets contained in the books and records, including, but not 
limited to, the identity and addresses of policyholders and certificate holders, 
shall be confidential, except the commissioner may use the information in any 
proceedings instituted against the administrator. 

(c) The insurer shall retain the right to continuing access to the books and 
records of the administrator sufficient to permit the insurer to fulfill all of its 
contractual obligations to insured persons, subject to any restrictions in the 
written agreement between the insurer and administrator concerning the 
proprietary rights of the parties in the books and records. 

(d) The commissioner shall collect the proper charges incurred in the 
examination in accordance with § 56-1-413. 


History. Sections 56-6-404 — 56-6-408 are referred to 
Acts 1980, ch. 640, § 4. in § 56-6-402. 


Cross-References. 
Confidentiality of public records, § 10-7-504. 


Section to Section References. 
Sections 56-6-404 — 56-6-409 are referred to 
in § 56-6-410. 


56-6-405. Advertising. 


An administrator may use only advertising pertaining to the business 
underwritten by an insurer that has been approved by the insurer in advance 
of its use. 


History. Sections 56-6-404 — 56-6-408 are referred to 
Acts 1980, ch. 640, § 5. in § 56-6-402. 


Section to Section References. 
Sections 56-6-404 — 56-6-409 are referred to 
in § 56-6-410. 


56-6-406. Administrator’s duties as fiduciary. 


All insurance charges or premiums collected by an administrator on behalf 
of or for an insurer or insurers, and return premiums received from the insurer 
or insurers, shall be held by the administrator in a fiduciary capacity. The 
funds shall be immediately remitted to the person or persons entitled to the 
funds, or shall be deposited promptly in a fiduciary bank account established 
and maintained by the administrator. If charges or premiums so deposited 
have been collected on behalf of or for more than one (1) insurer, the 
administrator shall cause the bank in which the fiduciary account is main- 
tained to keep records clearly recording the deposits in and withdrawal from 
the account on behalf of or for each insurer. The administrator shall promptly 
obtain and keep copies of all the records and, upon request of an insurer, shall 
furnish the insurer with copies of the records pertaining to deposits and 
withdrawals on behalf of or for the insurer. The administrator shall not pay 
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any claim by withdrawals from the fiduciary account. Withdrawals from the 
account shall be made, as provided in the written agreement between the 
administrator and the insurer, for: 
(1) Remittance to an insurer entitled to the remittance; 
(2) Deposit in an account maintained in the name of the insurer; 
(3) Transfer to and deposit in a claims paying account, with claims to be 
paid as provided in § 56-6-407; 
(4) Payment to a group policyholder for remittance to the insured entitled 
to the remittance; 
(5) Payment to the administrator of its commission, fees or charges; or 
(6) Remittance of return premiums to the person or persons entitled to the 
remittance. 


History. Sections 56-6-404 — 56-6-408 are referred to 
Acts 1980, ch. 640, § 6. in § 56-6-402. 


Section to Section References. 
Sections 56-6-404 — 56-6-409 are referred to 
in § 56-6-410. 


56-6-407. Payment of claims. 


All claims paid by the administrator from funds collected on behalf of the 
insurer shall be paid only on drafts, checks or electronic transfers of and as 
authorized by the insurer. 


History. Sections 56-6-404 — 56-6-408 are referred to 
Acts 1980, ch. 640, § 7; 1996, ch. 691, § 1. in § 56-6-402. 


Cross Refs This section is referred to in § 56-6-406. 


General provisions concerning handling of 
payments by administrator, § 56-6-403. 


Section to Section References. 
Sections 56-6-404 — 56-6-409 are referred to 
in § 56-6-410. 


56-6-408. Administrator’s compensation not contingent on claim expe- 
rience. 


(a) With respect to any policies where an administrator adjusts or settles 
claims, the compensation to the administrator with regard to the policies shall 
in no way be contingent on claim experience. 

(b) This section shall not prevent the compensation of an administrator 
from being based on premiums or charges collected or number of claims paid or 
processed. 


History. Sections 56-6-404 — 56-6-408 are referred to 
Acts 1980, ch. 640, § 8. in § 56-6-402. 


Section to Section References. 
Sections 56-6-404 — 56-6-409 are referred to 
in § 56-6-410. 
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56-6-409. Notice to insured persons — Notice to persons purchasing 
coverage. 


(a) Where the services of an administrator are utilized, the administrator 
shall provide a written notice approved by the insurer, to insured individuals, 
advising them of the identity of and relationship among the administrator, the 
policyholder and the insurer. 

(b) Where an administrator collects funds, it must identify and state 
separately in writing to the person paying to the administrator any charge or 
premium for insurance coverage the amount of the charge or premium 
specified by the insurer for the insurance coverage. 


History. 
Acts 1980, ch. 640, § 9. 


Section to Section References. 
Sections 56-6-404 — 56-6-409 are referred to 
in § 56-6-410. 


56-6-410. License requirements. 


(a) No person shall act as, or hold out to be, an administrator in this state, 
other than an adjuster licensed in this state for the kinds of business for which 
the person is acting as an adjuster, unless the person holds a license as an 
administrator issued by the commissioner. Failure to hold the license shall 
subject the administrator to a fine of not less than one hundred dollars ($100) 
nor more than five hundred dollars ($500). The license shall be issued by the 
commissioner to an administrator unless the commissioner, after due notice 
and hearing, shall have determined that the administrator is not competent, 
trustworthy, financially responsible or of good personal and business reputa- 
tion, or has had a previous application for an insurance license denied for cause 
within five (5) years. 

(b) All applications shall be accompanied by a fee of one hundred dollars 
($100). The license is renewable annually on the date of issue. A request for 
renewal must be accompanied by a renewal fee of fifty dollars ($50.00). Prior to 
the issuance or renewal of the license of any administrator, a fidelity bond in 
a form and amount as determined by the commissioner shall be obtained by 
the licensee. 

(c) After notice and hearing, the commissioner may revoke the license or 
fine the administrator not more than five hundred dollars ($500), or both, or 
the commissioner may suspend the license, or fine the administrator not more 
than five hundred dollars ($500), or both, upon finding that either the 
administrator violated any of the requirements of §§ 56-6-402 and 56-6-404 — 
56-6-409, or the administrator is not competent, trustworthy, financially 
responsible, or of good personal and business reputation. 


History. Section to Section References. 
Acts 1980, ch. 640, § 10; 1981, ch. 297, § 1. This section is referred to in § 56-6-411. 
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56-6-411. Waiver of license requirements. 


The commissioner may waive the requirements of § 56-6-410 for any person 
or class of persons. The factors taken into account in granting the waiver shall 
include, but not be limited to: 

(1) Whether the person acting as an administrator is primarily in a 
business other than that of administrator; 

(2) Whether the financial strength or history of the organization indicates 
stability in its continuity of doing business; and 

(3) Whether the regular duties being performed as an administrator are 
such that the covered persons are not likely to be injured by a waiver of the 
requirements. 


History. 
Acts 1980, ch. 640, § 11. 


56-6-412. Federally regulated trusts. 


This part shall not be applicable to those trusts regulated by the federal 
government. 


History. 
Acts 1980, ch. 640, § 12. 


PART 5 
MANAGING GENERAL AGENTS ACT 


56-6-501. Short title. 


This part shall be known and may be cited as the “Managing General Agents 
Act.” : 


History. Section to Section References. 
Acts 1991, ch. 142, § 7. This part is referred to in § 56-22-113. 


56-6-502. Part definitions. 


As used in this part, unless the context otherwise requires: 
(1) “Actuary” means a person who is a member in good standing of the 
American Academy of Actuaries; 
(2) “Insurer” means any person, firm, association or corporation duly 
licensed in this state as an insurance company pursuant to § 56-2-102; 
(3)(A) “Managing general agent” (MGA) means any person, firm, associa- 
tion or corporation that negotiates and binds ceding reinsurance contracts 
on behalf of an insurer or manages all or part of the insurance business of 
an insurer, including the management of a separate division, department 
or underwriting office, and acts as an agent for the insurer, whether 
known as an MGA, manager or other similar term, who, with or without 
the authority, either separately or together with affiliates, produces, 
directly or indirectly, and underwrites an amount of gross direct written 


56-6-503 


INSURANCE 


292 


premium equal to or more than five percent (5%) of the total policyholder 
surplus as reported in the last annual statement of the insurer in any one 
(1) quarter or year, together with one (1) or more of the following: 

(i) Adjusts or pays claims in excess of an amount determined by rule 


by the commissioner; or 


(ii) Negotiates reinsurance on behalf of the insurer; 
(B) Notwithstanding subdivision (3)(A), the following persons shall not 
be considered as MGAs for the purposes of this part: 


(i) An employee of the insurer; 


(ii) A United States manager of the United States branch of an alien 


insurer; 


(ii) An underwriting manager that, pursuant to contract, manages 
all the insurance operations of the insurer, is under common control 
with the insurer, subject to the Insurance Holding Company System Act 
of 1986, compiled in chapter 11 of this title, and whose compensation is 
not based on the volume of premiums written; and 

(iv) The attorney-in-fact authorized by and acting for the subscribers 
of a reciprocal insurer or inter-insurance exchange under powers of 


attorney; and 


(4) “Underwrite” means the authority to accept or reject risk on behalf of 


the insurer. 


History. 
Acts 1991, ch. 142, § 7; 1992, ch. 768, § 1. 


Compiler’s Notes. 

As enacted by Acts 1991, ch. 142, § 7, the 
reference in (3)(B)(iii) to the “Insurance Hold- 
ing Company System Act of 1986, compiled in 
chapter 11 of this title’ read the “Holding 


Company Regulatory Act.” The present refer- 
ence was inserted by the compiler in an effort to 
implement the perceived intent of the general 
assembly. 


Section to Section References. 
This section is referred to in §§ 56-6-505, 
56-6-1402. 


56-6-503. Requirements for acting in capacity of an MGA — Bond — 
Errors and omissions policy. 


(a) No person shall act in the capacity of an MGA, with respect to risks 
located in this state for an insurer licensed in this state, unless the person is 
a licensed insurance agent in this state. 

(b) No person shall act in the capacity of an MGA representing an insurer 
domiciled in this state, with respect to risks located outside this state, unless 
the person is a licensed insurance agent in this state, which includes a 
nonresident license, pursuant to this part. 

(c) The commissioner may require a bond in an amount acceptable to the 
commissioner for the protection of the insurer. 

(d) The commissioner may require the MGA to maintain an errors and 


omissions policy. 
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History. 
Acts 1991, ch. 142, § 7. 
Collateral References. 


Insurance agents’ and brokers’ professional 
liability insurance. 55 A.L.R.5th 681. 


56-6-504. Contract required for business between an MGA and an 
insurer — Required provisions. 


No person, firm, association or corporation acting in the capacity of an MGA 
shall place business with an insurer unless there is in force a written contract 
between the parties that sets forth the responsibilities of each party and where 
both parties share responsibility for a particular function, specifies the division 
of responsibilities, and that contains the following minimum provisions: 

(1) The insurer may terminate the contract for cause upon written notice 
to the MGA. The insurer may suspend the underwriting authority of the 
MGA during the pendency of any dispute regarding the cause for 
termination; 

(2) The MGA will render accounts to the insurer detailing all transactions 
and remit all funds due under the contract to the insurer on not less than a 
monthly basis; 

(3) All funds collected for the account of an insurer will be held by the 
MGA in a fiduciary capacity in a bank that is a member of the federal reserve 
system or is a state bank covered by federal deposit insurance. This account 
shall be used for all payments on behalf of the insurer. The MGA may retain 
no more than three (3) months estimated claims payments and allocated loss 
adjustment expenses; 

(4) Separate records of business written by the MGA will be maintained. 
The insurer shall have access and right to copy all accounts and records 
related to its business in a form usable by the insurer, and the commissioner 
shall have access to all books, bank accounts and records of the MGA in a 
form usable to the commissioner. The records shall be retained according to 
§ 56-6-154 [repealed]; 

(5) The contract may not be assigned in whole or in part by the MGA; 

(6A) Appropriate underwriting guidelines including: 

(i) The maximum annual premium volume; 
(ii) The basis of the rates to be charged; 

(iii) The types of risks which may be written; 
(iv) Maximum limits of liability; 

(v) Applicable exclusions; 

(vi) Territorial limitations; 

(vii) Policy cancellation provisions; and 

(viii) The maximum policy period. 

(B) The insurer shall have the right to cancel or nonrenew any policy of 
insurance, subject to the applicable laws and regulations concerning the 
cancellation and nonrenewal of insurance policies; 

(7) If the contract permits the MGA to settle claims on behalf of the 
insurer: 

(A) All claims must be reported to the company in a timely manner; 
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(B) Acopy of the claim file will be sent to the insurer at its request or as 
soon as it becomes known that the claim: 

(i) Has the potential to exceed an amount determined by the commis- 
sioner or exceeds the limit set by the company, whichever is less; 

(ii) Involves a coverage dispute; 

(iii) May exceed the MGA’s claims settlement authority; 

(iv) Is open for more than six (6) months; or 

(v) Is closed by payment of an amount set by the commissioner or an 
amount set by the company, whichever is less; 

(C) All claim files will be the joint property of the insurer and MGA. 
Upon an order of liquidation of the insurer, the files shall become the sole 
property of the insurer or its estate. The MGA shall have reasonable access 
to and the right to copy the files on a timely basis; and 

(D) Any settlement authority granted to the MGA may be terminated 
for cause upon the insurer’s written notice to the MGA or upon the 
termination of the contract. The insurer may suspend the settlement 
authority during the pendency of any dispute regarding the cause for 
termination; 

(8) Where electronic claims files are in existence, the contract must 
address the timely transmission of the data; 

(9) If the contract provides for a sharing of interim profits by the MGA, 
and the MGA has the authority to determine the amount of the interim 
profits by establishing loss reserves or controlling claim payments, or in any 
other manner, interim profits will not be paid to the MGA until one (1) year 
after they are earned for property insurance business and five (5) years after 
they are earned on casualty business, and not until the profits have been 
verified pursuant to § 56-6-505; and 

(10) The MGA shall not: 

(A) Bind reinsurance or retrocessions on behalf of the insurer, except 
that the MGA may bind facultative reinsurance contracts pursuant to 
obligatory facultative agreements if the contract with the insurer contains 
reinsurance underwriting guidelines including, for both reinsurance as- 
sumed and ceded, a list of reinsurers with which such automatic agree- 
ments are in effect, the coverages and amounts or percentages that may be 
reinsured and commission schedules; 

(B) Commit the insurer to participate in insurance or reinsurance 
syndicates; 

(C) Appoint any producer without assuring that the producer is law- 
fully licensed to transact the type of insurance for which the producer is 
appointed; 

(D) Without prior approval of the insurer, pay or commit the insurer to 
pay a claim over a specified amount, net of reinsurance, which shall not 
exceed one percent (1%) of the insurer’s policyholder’s surplus as of 
December 31 of the last completed calendar year; 

(EK) Collect any payment from a reinsurer or commit the insurer to any 
claim settlement with a reinsurer without prior approval of the insurer. If 
prior approval is given, a report must be promptly forwarded to the 
insurer; 
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(F) Permit its subproducer to serve on the insurer’s board of directors; 
(G) Jointly employ an individual who is employed with the insurer; or 
(H) Appoint a sub-MGA. 


History. was deleted by Acts 2003, ch. 798, effective 
Acts 1991, ch. 142, § 7. January 1, 2003. 
Compiler’s Notes. 


Section 56-6-154, referred to in this section, 


56-6-505. Insurers doing business with an MGA — Requirements. 


(a) The insurer shall have on file an independent financial examination, in 
a form acceptable to the commissioner, of each MGA with which it has done 
business. 

(b) If an MGA establishes loss reserves, the insurer shall annually obtain 
the opinion of an actuary attesting to the adequacy of loss reserves established 
for losses incurred and outstanding on business produced by the MGA. This is 
in addition to any other required loss reserve certification. 

(c) The insurer shall periodically, at least semi-annually, conduct an on-site 
review of the underwriting and claims processing operations of the MGA. 

(d) Binding authority for all reinsurance contracts or participation in 
insurance or reinsurance syndicates shall rest with an officer of the insurer, 
who shall not be affiliated with the MGA. 

(e) Within thirty (30) days of entering into or termination of a contract with 
an MGA, the insurer shall provide written notification of the appointment or 
termination to the commissioner. Notices of appointment of an MGA shall 
include a statement of duties that the applicant is expected to perform on 
behalf of the insurer, the lines of insurance for which the applicant is to be 
authorized to act, and any other information the commissioner may request. 

(f)(1) An insurer shall review its books and records each quarter to deter- 

mine if any producer, as defined by § 56-6-602, has become, by operation of 

§ 56-6-502(3), an MGA. 

(2) If the insurer determines that a producer has become an MGA 
pursuant to subdivision (f)(1), the insurer shall promptly notify the producer 
and the commissioner of that determination, and the insurer and producer 
must fully comply with this part within thirty (30) days. 

(g) An insurer shall not appoint to its board of directors an officer, director, 
employee, subproducer or controlling shareholder of its MGAs. This subsection 
(g) shall not apply to relationships governed by the Insurance Holding 
Company Act, compiled in chapter 11 of this title, or, if applicable, the Business 
Transacted with Producer Controlled Property/Casualty Insurer Act, compiled 
in part 6 of this chapter. 


History. Section to Section References. 
Acts 1991, ch. 142, § 7. This section is referred to in § 56-6-504. 


56-6-506. Acts of an MGA considered acts of the insurer. 


The acts of the MGA are considered to be the acts of the insurer on whose 
behalf it is acting. An MGA may be examined as if it were the insurer. 
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History. 
Acts 1991, ch. 142, § 7. 


56-6-507. Violations of provisions of part — Penalties. 


(a) If the commissioner finds, after a hearing conducted in accordance with 
the Uniform Administrative Procedures Act, compiled in title 4, chapter 5, that 
any person has violated this part, the commissioner may order: 

(1) For each separate violation, a penalty in an amount of five thousand 
dollars ($5,000); 

(2) Revocation or suspension of the producer’s license; and 

(3) The MGA to reimburse the insurer, the rehabilitator or liquidator of 
the insurer for any losses incurred by the insurer caused by a violation of 
this part committed by the MGA. 

(b) The decision, determination or order of the commissioner pursuant to 
subsection (a) is subject to judicial review pursuant to the Uniform Adminis- 
trative Procedures Act and state insurance law. 

(c) Nothing contained in this section shall affect the right of the commis- 
sioner to impose any other penalties provided for in the insurance law. 

(d) Nothing contained in this part is intended to or shall in any manner limit 
or restrict the rights of policyholders, claimants and auditors. 


History. 
Acts 1991, ch. 142, § 7. 


56-6-508. Commissioner — Authority to promulgate rules and regula- 
tions. 


The commissioner is authorized to promulgate rules and regulations to 
effectuate the purposes of this part. The rules and regulations shall be 
promulgated in accordance with the Uniform Administrative Procedures Act, 
compiled in title 4, chapter 5. 


History. 
Acts 1991, ch. 142, § 7. 


56-6-509. Commissioner — Waiver of applicability of chapter. 


The commissioner may waive the application of this chapter to a particular 
person or arrangement if the application of this chapter is not necessary to 
carry out the purposes of this chapter. 


History. 
Acts 1991, ch. 142, § 7. 


56-6-510. Compliance with part — When required. 


No insurer may continue to utilize the services of an MGA on and after July 
1, 1991, unless the utilization is in compliance with this part. 


History. 
Acts 1991, ch. 142, § 7. 
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PART 6 


BUSINESS TRANSACTED WITH PRODUCER 
CONTROLLED PROPERTY/CASUALTY INSURER ACT 


56-6-601. Short title. 


This part shall be known and may be cited as the “Business Transacted with 
Producer Controlled Property/Casualty Insurer Act.” 


History. Section to Section References. 
Acts 1991, ch. 142, § 8. This part is referred to in § 56-6-505. 


56-6-602. Part definitions. 


As used in this part, unless the context otherwise requires: 

(1) “Control” or “controlled” means the possession, direct or indirect, of 
the power to direct or cause the direction of the management and policies of 
a person, whether through the ownership of voting securities, by contract 
other than a contract for goods or nonmanagement services, or otherwise. 
Control shall be presumed to exist if any person, directly or indirectly, owns, 
controls, holds with the powers to vote, or holds proxies representing a 
majority of the outstanding voting securities of any other person. No person 
shall be deemed to control another person solely by reason of being an officer 
or director of the person. The commissioner may determine upon application 
that any person does not or will not upon the taking of some proposed action 
control another person. The commissioner may prospectively revoke or 
modify the commissioner’s determination, after notice and opportunity to be 
heard, whenever, in the commissioner’s judgment, revocation or modification 
is consistent with this part; 

(2) “Independent casualty actuary” means a casualty actuary who is a 
member of the American Academy of Actuaries and who is not affiliated with, 
nor an employee, principal, nor the direct or indirect owner of, or in any way 
controlled by, the insurer or producer; 

(3) “Licensed property/casualty insurer” or “insurer” means a person, 
firm, association or corporation duly licensed to transact a property/casualty 
insurance business in this state. The following, among others, are not 
licensed insurers for the purposes of this part: 

(A) All residual market pools and joint underwriting authorities or 
associations; and 
(B) All captive insurers other than risk retention groups as defined in 

15 U.S.C. § 3901 et seq. and 42 U.S.C. § 9671. For the purposes of this 
part, captive insurers are insurance companies owned by another organi- 
zation whose exclusive purpose is to insure risks of the parent organiza- 
tion and affiliated companies or, in the case of groups and associations, 
insurance organizations owned by the insureds whose exclusive purpose is 
to insure risks to member organizations and group members and their 
affiliates; 

(4) “Producer” means an insurance broker or brokers or any other person, 
firm, association or corporation, when, for any compensation, commission or 
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other thing of value, the person, firm, association or corporation acts or aids 
in any manner in soliciting, negotiating or procuring the making of any 
insurance contract on behalf of an insured other than the person, firm, 
association or corporation; and 

(5) “Violation” means a finding by the commissioner that: 

(A) The controlling producer did not materially comply with § 56-6- 
603; 

(B) The controlled insurer, with respect to business placed by the 
controlling producer, engaged in a pattern of charging premiums that were 
lower than those being charged by the insurer or other insurers for similar 
risks written during the same period and placed by noncontrolling 
producers. When determining whether premiums were lower than those 
prevailing in the market, the commissioner shall take into consideration 
applicable industry or actuarial standards at the time the business was 
written; 

(C) The controlling producer failed to maintain records, sufficient to: 

(i) Demonstrate that the producer’s dealings with its controlled 
insurer were fair and equitable and in compliance with the Insurance 

Holding Company System Act of 1986, compiled in chapter 11 of this 

title; and 

(ii) Accurately disclose the nature and details of its transactions with 
the controlled insurer, including information necessary to support the 
charges or fees to the respective parties; 

(D) The controlled insurer, with respect to business placed by the 
controlling producer, either failed to establish or deviated from its under- 
writing procedures; 

(E) The controlled insurer’s capitalization at the time the business was 
placed by the controlling producer and with respect to the business was 
not in compliance with criteria established by the commissioner or with 
the insurance law or regulations; or 

(F) The controlling producer or the controlled insurer failed to substan- 
tially comply with the holding company provisions of the insurance law 
and any rules and regulations relative to the provisions. 


History. Section to Section References. 
Acts 1991, ch. 142, § 8; 1998, ch. 253, § 12; This section is referred to in § 56-6-505. 
2014, ch. 559, § 10. 


56-6-603. Producer with control of licensed property/casualty insurer 
— Requirements. 


No producer that has control of a licensed property/casualty insurer may 
directly or indirectly place business with the insurer in any transaction in 
which the producer, at the time the business is placed, is acting as such on 
behalf of the insured for any compensation, commission or other thing of value, 
unless: 

(1) There is a written contract between the controlling producer and the 
insurer, which contract has been approved by the board of directors of the 
insurer; 

(2) The producer, prior to the effective date of the policy, delivers written 
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notice to the prospective insured disclosing the relationship between the 
producer and the controlled insurer. The disclosure, signed by the insured, 
shall be retained in the underwriting file until the filing of the report on 
examination covering the period in which the coverage is in effect. If the 
business is placed through a subproducer who is not a controlling producer, 
the controlling producer shall retain in the controlling producer’s records a 
signed commitment from the subproducer that the subproducer is aware of 
the relationship between the insurer and the producer and that the subpro- 
ducer has or will notify the insured; 

(3) All funds collected for the account of the insurer by the controlling 
producer must be paid, net of commissions, cancellations and other adjust- 
ments, to the insurer no less often than quarterly; 

(4) In addition to any other required loss reserve certification, the 
controlled insurer shall annually, on April 1 of each year, file with the 
commissioner an opinion of an independent casualty actuary, or other 
independent loss reserve specialist acceptable to the commissioner, report- 
ing loss ratios for each line of business written and attesting to the adequacy 
of loss reserves established for losses incurred and outstanding as of year 
end, including incurred but not reported, on business placed by the producer; 

(5) The controlled insurer shall annually report to the commissioner the 
amount of commissions paid to the producer, the percentage the amount 
represents of the net premiums written and comparable amounts and 
percentage paid to noncontrolling producers for placements of the same 
kinds of insurance; and , 

(6) Every controlled insurer shall have an audit committee of the board of 
directors composed of independent directors. Prior to approval of the annual 
financial statement, the audit committee shall meet with management, the 
insurer’s independent certified public accountants, and an independent 
casualty actuary, or other independent loss reserve specialist acceptable to 
the commissioner, to review the adequacy of the insurer’s loss reserves. 


History. Section to Section References. 
Acts 1991, ch. 142, § 8; 1998, ch. 253, § 13. This section is referred to in § 56-6-602. 


56-6-604. Violations of part — Hearing — Penalties. 


(a)(1) If the commissioner believes that the controlling producer or any 
other person has not materially complied with this part, or any regulation or 
order promulgated under this part, after notice and opportunity to be heard, 
the commissioner may order the controlling producer to cease placing 
business with the controlled insurer; and 

(2) If it is found that, because of the material noncompliance, the 
controlled insurer or any policyholder of the insurer has suffered any loss or 
damage, the commissioner may institute a civil action or intervene in an 
action brought by or on behalf of the insurer or policyholder for recovery of 
compensatory damages for the benefit of the insurer or policyholder or other 
appropriate relief. 
(b) If an order for liquidation or rehabilitation of the controlled insurer has 
- been entered pursuant to chapter 9, part 1 of this title, and the receiver 
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appointed under that order believes that the controlling producer or any other 
person has not materially complied with this part, or any regulation or order 
promulgated under this part, and the insurer suffered any loss or damage from 
the noncompliance, the receiver may institute a civil action for recovery of 
damages or other appropriate sanctions for the benefit of the insurer. } 

(c) Nothing contained in this section shall affect the right of the commis- 
sioner to impose any other penalties provided for in this title. 

(d) Nothing contained in this section is intended to or shall in any manner 
alter or affect the rights of policyholders, claimants, creditors or other third 
parties. 


History. 
Acts 1991, ch. 142, § 8; 1993, ch. 253, § 14. 


PART 7 
HEALTH CARE SERVICE UTILIZATION REVIEW ACT 


56-6-701. Short title. 


This part shall be known and may be cited as the “Health Care Service 
Utilization Review Act.” 


History. 
Acts 1992, ch. 812, § 2. 


Section to Section References. 
This part is referred to in §§ 56-32-121, 63- 
1-150, 68-11-272. 


56-6-702. Purpose. 


The purpose of this part is to: 

(1) Promote the delivery of quality health care in a cost-effective manner; 

(2) Assure that utilization review agents adhere to reasonable standards 
for conducting utilization review; 

(3) Foster greater coordination and cooperation between health care 
providers and utilization review agents; 

(4) Improve communications and knowledge of benefit plan requirements 
among all parties concerned before expenses are incurred; and 

(5) Ensure that utilization review agents and procedures maintain and 
safeguard the confidentiality of all health-related records, especially mental 
health and chemical dependency disorders, in accordance with applicable 
laws and requirements of nationally recognized review accreditation bodies 
such as the Health Insurance Portability and Accountability Act (HIPAA) 
and the utilization review accreditation commission (URAC). 


History. Accountability Act of 1996 is codified primarily 
Acts 1992, ch. 812, § 3; 2002, ch. 799, § 1. in U.S.C. title 42. 
Compiler’s Notes. Cross-References. 
Acts 2002, ch. 799, § 6 provided that nothing Confidentiality of public records, § 10-7-504. 
in the act shall apply to the TennCare Program. Health insurance portability, availability, 


The federal Health Insurance Portability and and renewability, title 56, ch. 7, part 28. 
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Attorney General Opinions. 

Due to the definition of utilization review 
agent, when utilization review is performed 
pertaining to an health maintenance organiza- 
tion (HMO) enrollee by the enrollee’s HMO, 
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such HMO is not covered by Chapter 799 of the 
Public Acts of 2002, and the requirements of 
T.C.A § 56-6-701 et seq., OAG 02-127 
(11/25/02). 


As used in this part, unless the context otherwise requires: 

(1) “Adverse determination” has the same meaning as defined in 
§ 56-61-102; 

(2) “Clinical criteria” means the written policies, screening procedures, 
decision rules, decision abstracts, clinical protocols, practice guidelines, and 
medical protocols used by the utilization review agent to determine the 
necessity and appropriateness of health care services; 

(3) “Commissioner” means the commissioner of commerce and insurance; 

(4) “Enrollee” means an individual who has contracted for or who partici- 
pates in coverage under an insurance policy, a health maintenance organi- 
zation contract, a health service corporation contract, an employee welfare 
benefit plan, a hospital or medical services plan, or any other benefit 
program providing payment, reimbursement, or indemnification for health 
care costs for the individual or the individual’s eligible dependents; 

(5) “Final adverse determination” has the same meaning as defined in 
§ 56-61-102; 

(6) “Health care service” means health care procedures, treatments, or 
services provided by a facility licensed in this state or provided by a doctor 
of medicine, a doctor of osteopathy, or a health care professional licensed in 
this state; 

(7) “Medical necessity” has the same meaning as defined in § 56-61-102; 

(8) “Preauthorization” means the process by which the utilization review 
agent determines the medical necessity of otherwise covered health care 
services prior to the rendering of such health care services including, but not 
limited to, preadmission review, pretreatment review, utilization, and case 
management; 

(9) “Provider of record” means the physician or other licensed practitioner 
identified to the utilization review agent as having primary responsibility for 
the care, treatment, and services rendered to an individual; 

(10)(A) “Utilization review” means a system for prospective and concur- 

rent review of the necessity and appropriateness in the allocation of health 

care resources and services given or proposed to be given to an individual 
within this state; 

(B) “Utilization review” does not include elective requests for clarifica- 
tion of coverage; and 

(11) “Utilization review agent” means any person or entity, including the 
state, performing utilization review, except: 

(A) An agency of the federal government; 

(B) An agent acting on behalf of the federal government, but only to the 
extent that the agent is providing services to the federal government; 

(C) A hospital’s internal quality assurance program; 

(D) An employee of a utilization review agent; or 
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(E) Health maintenance organizations licensed and regulated by the 
commissioner, but only to the extent of providing utilization review to 
their own members. 


History. 
Acts 1992, ch. 812, § 4; 2014, ch. 731, § 1. 


56-6-704. Utilization review agents. 


(a) Utilization review agents shall adhere to the minimum standards set 
forth in § 56-6-705. Utilization review programs for the mental health and 
chemical dependency care must comply with the most recent requirements of 
nationally recognized utilization review accrediting bodies, i.e., the utilization 
review accreditation commission (URAC) and the national committee for 
quality assurance (NCQA), if the agent is accredited and with all final security 
and privacy rules on protected health information as defined in the Health 
Insurance Portability and Accountability Act (HIPAA). However, nothing in 
this part shall be construed to require compliance with the final security and 
privacy rules of HIPAA prior to the compliance dates set by the secretary of 
health and human services. 

(b)(1) A utilization review agent may not conduct utilization review in this 

state unless the utilization review agent has certified to the commissioner in 

writing that the agent is in compliance with § 56-6-705. Certification shall 

be made annually on or before July 1 of each calendar year. In addition, a 

utilization review agent shall file the following information: 

(A) The name, address, telephone number, and normal business hours 
of the utilization review agent; 

(B) The name and telephone number of a person for the commissioner 
to contact; 

(C) A description of the appeal procedures for utilization review deter- 
minations; and 

(D) Utilization review programs for mental health and chemical depen- 
dency care shall make available to a provider submitting patient utiliza- 
tion review information a description of utilization review standards and 
procedures applicable to that provider. 

(2) Any material changes in the information filed in accordance with this 
section shall be filed with the commissioner within thirty (30) days of the 
change. 

(c) Upon filing the certification, each utilization review agent shall pay an 
annual fee in the amount of one thousand dollars ($1,000) to the department. 
The commissioner shall exempt from payment of the annual fee any utilization 
review agent that has received accreditation by URAC or NCQA. All fees paid 
to the department under this part shall be held by the commissioner as 
expendable receipts for the purpose of administering this part. 


History. Compiler’s Notes. 
Acts 1992, ch. 812, § 5; 1993, ch. 482, § 1; Acts 2002, ch. 799, § 6 provided that nothing 
2002, ch. 799, §§ 2, 3; 2009, ch. 611, §§ 1, 2. in the act shall apply to the TennCare Program. 
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The federal Health Insurance Portability and agent, when utilization review is performed 
Accountability Act of 1996 is codified primarily _ pertaining to an health maintenance organiza- 
in U.S.C. title 42. tion (HMO) enrollee by the enrollee’s HMO, 
Coble Refotaricen. such HMO is not covered by Chapter 799 of the 


. ~ oper Public Acts of 2002, and the requirements of 
Health insurance portability, availability, ; q 
and renewability, title 56, ch. 7, part 28. dame rea Ink (Bb edie AG 04197512002 
Tenn. AG LEXIS 1382 (11/25/02). 
Attorney General Opinions. 
Due to the definition of utilization review 


56-6-705. Utilization review agents — Minimum standards. 


(a) All utilization review agents shall meet the following minimum 
standards: 

(1) Notification of a determination by the utilization review agent shall be 
mailed or otherwise communicated to the provider of record or the enrollee 
or other appropriate individual within two (2) business days of the receipt of 
the request for determination and the receipt of all information necessary to 
complete the review; 

(2)(A) Any restrictions, preauthorizations, adverse determinations, or 

final adverse determinations that a utilization review agent places on the 

preauthorization of health care services shall be based on the medical 
necessity or appropriateness of those services and shall be based on 
written clinical criteria; 

(B) Utilization review agents shall apply written clinical criteria con- 
sistently. Written clinical criteria shall: 

(i) Be based on: 

(a) Nationally recognized standards including, but not limited to, 
the standards published by the American College of Cardiology, MCG, 
Hayes, Inc., or ODG; provided, however, that when multiple stan- 
dards addressing the same treatment protocol exist, the payer shall 
have the right to select the standard upon which the written clinical 
criteria will be based; or 

(6) Standards developed pursuant to § 50-6-124; 

(ii) Be developed in accordance with the current standards of national 
accreditation entities or with standards developed pursuant to 

§ 50-6-124; 

(iii) Ensure quality of care and access to needed health care services; 
(iv) Be evidence-based; and 
(v) Be evaluated and updated at least annually; 

(C) A utilization review agent shall make any current preauthorization 
requirements and restrictions available on its online provider portal. The 
utilization review agent shall cite to the standards being used and 
reference the section of the standards relied upon by the utilization review 
agent. If the utilization review agent is relying upon proprietary refer- 
ences and documentation in developing the clinical criteria, then the 
utilization review agent shall provide a citation to the proprietary clinical 
indications being used. Any nonproprietary supporting references and 
documentation shall be made available to contracted providers if the 
utilization review agent develops its own clinical criteria; and 

(D) If a utilization review agent intends to either implement a new 
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preauthorization requirement or restriction, or amend an existing require- 
ment or restriction, the utilization review agent shall provide contracted 
health care providers with written notice, or other form of notice under the 
terms of the contract, of the new or amended requirement or restriction no 
less than sixty (60) days before the requirement or restriction is imple- 
mented and shall ensure that such restriction or requirement has been 
updated on the utilization review agent’s web site; 

(3) Any notification of determination not to certify an admission or service 
or procedure must include the principal reason for the determination and the 
procedures to initiate an appeal of the determination; 

(4) Utilization review agents shall maintain and make available a written 
description of the appeal procedure by which the enrollee or the provider of 
record may seek review of a determination by the utilization review agent. 
The appeal procedure shall provide for the following: 

(A) On appeal, all determinations not to certify an admission, service, 
or procedure as being necessary or appropriate shall be made by a 
physician in the same or a similar general specialty as typically manages 
the medical condition, procedure or treatment under discussion as mutu- 
ally deemed appropriate. For mental health and chemical dependency 
care, the person performing the utilization review in these appeal deter- 
minations must be both licensed at the independent practice level and in 
an appropriate mental health or chemical dependency discipline like that 
of the provider seeking authorization for the care denied; 

(B) Utilization review agents shall complete the adjudication of appeals 
of determinations not to certify admissions, services, and procedures no 
later than thirty (30) days from the date the appeal is filed and the receipt 
of all information necessary to complete the appeal; and 

(C) When an initial determination not to certify a health care service is 
made prior to or during an ongoing service requiring review, and the 
attending physician believes that the determination warrants immediate 
appeal, the attending physician shall have an opportunity to appeal that 
determination over the telephone on an expedited basis. A representative 
of a hospital or other health care provider or a representative of the 
enrollee or covered patient may assist in an appeal. Utilization review 
agents shall complete the adjudication on an expedited basis. Utilization 
review agents shall complete the adjudication of expedited appeals within 
forty-eight (48) hours of the date the appeal is filed and the receipt of all 
information necessary to complete the appeal. Expedited appeals which do 
not resolve a difference of opinion may be resubmitted through the 
standard appeal process; 

(5) Utilization review agents shall make staff available by toll-free 
telephone at least forty (40) hours per week during normal business hours; 

(6) Utilization review agents shall have a telephone system capable of 
accepting or recording incoming telephone calls during other than normal 
business hours and shall respond to these calls within two (2) working days; 

(7) Utilization review agents shall comply with all applicable laws to 
protect the confidentiality of individual medical records; 

(8) In the event that nationally recognized standards for a specific 
treatment protocol do not exist to satisfy the requirements of subdivision 
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(a)(2)(B)G), a utilization review agent shall ensure that all adverse determi- 
nations related to the specific treatment protocol are made by a physician or 
psychologist. A physician shall possess a valid license to practice medicine 
and shall be board certified or board eligible, or trained in the similar 
specialty as the health care provider who typically manages the medical 
condition or disease, or provides the health care service. A psychologist shall 
possess a valid license or certificate and shall be board certified or board 
eligible, or trained in the similar specialty as the health care provider who 
typically manages the medical condition or disease, or provides the health 
care service; 

(9) Utilization review agents shall allow a minimum of twenty-four (24) 
hours after an emergency admission, service, or procedure for an enrollee or 
the enrollee’s representative to notify the utilization review agent and 
request certification or continuing treatment for that condition; and 

(10)(A) For outpatient mental health and chemical dependency care, the 

patient must register pursuant to the requirements of the policy or 

contract. After registration, the patient shall be approved for at least 
twelve (12) visits to a particular provider, except as otherwise provided in 
this section; 

(B) Initial utilization review for such outpatient mental health or 
chemical dependency patients shall be limited to no more than a two (2) 
page form to be submitted via facsimile or internet and pursuant to state 
and federal privacy rules, security rules, and any final rules issued 
pursuant to the Health Insurance Portability and Accountability Act 
(HIPAA). After November 1, 2005, or sooner if required by HIPAA, the 
form shall be restricted to a single page. After November 1, 2005, the 
provider may no longer fax the form but is required to use the internet to 
submit necessary information if the utilization review agent so requires. 
In the event that the utilization review agent elects to restrict the 
submissions to the internet, provisions must be made to fax the informa- 
tion in the event of computer malfunction; 

(C) After the initial utilization review, additional information or fol- 
low-up utilization review for outpatient mental health or chemical depen- 
dency patients shall be limited to no more than eighteen percent (18%) of 
the total number of outpatient mental health and chemical dependency 
patients’ reviews performed by the utilization review agent for the 
previous calendar year adjusted for the difference of covered lives in this 
state for the present calendar year, or as otherwise required by the 
Utilization Review Accreditation Commission (URAC) or the National 
Committee for Quality Assurance (NCQA). The eighteen-percent limit 
shall not apply to utilization review applicable to at risk populations, 
patients seen more than two (2) visits a week and patients for which 
substance abuse is reported or suspected. Calls from reviews to providers 
for appointment follow-up calls or for the credentialing process shall also 
not be subject to the eighteen-percent limit; 

(D) After utilization review as provided in this subdivision (a)(10), 
patients shall be authorized for at least twelve (12) additional visits or as 
otherwise recommended by the treatment plan; 
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(E) Nothing in this part shall be construed to require compliance with 
the final security and privacy rules of HIPAA prior to the compliance dates 
set by the secretary of health and human services; and 

(F) Nothing in this part shall affect the policy or contract benefits nor 
shall it affect the Mental Health Parity Act, compiled in §§ 56-7-2601 and 


56-7-2360. 


(b) With the exception of those standards contained in subdivisions (a)(2), 
(8), and (10), the commissioner shall exempt from the standards of this section 
any utilization review agent who has received accreditation by URAC or 
NCQA. Standards contained in subdivisions (a)(2) and (8) shall not apply to 
any TennCare dental benefits management program or any state insurance 


plan set out in title 8, chapter 27. 


History. 

Acts 1992, ch. 812, § 6; 2002, ch. 799, §§ 4, 5; 
2007, ch. 287, §§ 1, 2; 2008, ch. 812, § 1; 2011, 
ch. 243, §§ 1, 2; 2014, ch. 731, §§ 2-4. 


Compiler’s Notes. 
Acts 2002, ch. 799, § 6 provided that nothing 
in the act shall apply to the TennCare Program. 
The federal Health Insurance Portability and 
Accountability Act of 1996 is codified primarily 
in U.S.C. title 42. 


Cross-References. 
Health insurance portability, availability, 
and renewability, title 56, ch. 7, part 28. 


Attorney General Opinions. 

Due to the definition of utilization review 
agent, when utilization review is performed 
pertaining to an health maintenance organiza- 
tion (HMO) enrollee by the enrollee’s HMO, 
such HMO is not covered by Chapter 799 of the 
Public Acts of 2002, and the requirements of 


Section to Section References. 
This section is referred to in § 56-6-704. 


T.C.A. §§ 56-6-701 et seq., OAG 02-127, 2002 
Tenn. AG LEXIS 132 (11/25/02). 


56-6-706. Violations. 


(a) Whenever the commissioner has reason to believe that a utilization 
review agent subject to this part has been or is engaged in conduct that violates 
this part, the commissioner shall notify the utilization review agent of the 
alleged violation. The utilization review agent has thirty (30) days from the 
date the notice is received to respond to the alleged violation. 

(b) If the commissioner believes the utilization review agent has violated 
this part, or is not satisfied that the alleged violation has been corrected, the 
commissioner may conduct a contested case hearing on the alleged violation in 
accordance with the Uniform Administrative Procedures Act, compiled in title 
4, chapter 5. 

(c) If, after the hearing, the commissioner determines that the utilization 
review agent has engaged in violations of this part, the commissioner shall 
reduce the findings to writing and shall issue and cause to be served upon the 
utilization review agent a copy of the findings and an order requiring the 
utilization review agent to cease and desist from engaging in the violations. 
The commissioner may also, at the commissioner’s discretion, order: 

(1) Payment of a penalty of not more than ten thousand dollars ($10,000) 
in the aggregate for a violation that occurred with such frequency as to 
indicate a general business pattern or practice; or 

(2) Suspension or revocation of the authority to do business in this state 
as a utilization review agent if the utilization review agent knew the act was 
in violation of this chapter and repeated the act with such frequency as to 
indicate a general business pattern or practice. 
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History. 
Acts 1992, ch. 812, § 7. 


PART 8 
REINSURANCE INTERMEDIARY ACT 


56-6-801. Short title. 


This part shall be known and may be cited as the “Reinsurance Intermediary 
Act.” 


History. 
Acts 1993, ch. 253, § 9. 


56-6-802. Part definitions. 


As used in this part, unless the context otherwise requires: 

(1) “Actuary” means a person who is a member in good standing of the 
American Academy of Actuaries; 

(2) “Controlling person” means any person, firm, association or corpora- 
tion who directly or indirectly has the power to direct, or cause to be directed, 
the management, control or activities of the reinsurance intermediary; 

(3) “Insurer” means any person, firm, association or corporation duly 
licensed in this state pursuant to the applicable provisions of this title as an 
insurer; 

(4) “Licensed producer” means an agent, broker or reinsurance interme- 
diary licensed pursuant to the applicable provisions of this title; 

(5) “Qualified United States financial institution” means an institution 
that: 

(A) Is organized or, in the case of a United States office of a foreign 
banking organization, licensed, under the laws of the United States or any 
state; 

(B) Is regulated, supervised and examined by federal or state authori- 
ties having regulatory authority over banks and trust companies; and 

(C) Has been determined by either the commissioner or the Securities 
Valuation Office of the National Association of Insurance Commissioners 
to meet the standards of financial condition and standing considered 
necessary and appropriate to regulate the quality of financial institutions 
whose letters of credit will be acceptable to the commissioner; 

(6) “Reinsurance intermediary” means a reinsurance intermediary bro- 
ker, or a reinsurance intermediary manager; provided, that an entity that 
controls, is controlled by or under common control with the reinsurer, and 
that facilitates the administration of reinsurance business pursuant to a 
reinsurance agreement between the ceding company and the reinsurer, is 
not a reinsurance intermediary; 

(7) “Reinsurance intermediary broker (RB)” means any person, other 
than an officer or employee of the ceding insurer, firm, association or 
corporation who solicits, negotiates or places reinsurance cessions or retro- 
cessions on behalf of a ceding insurer without the authority or power to bind 
reinsurance on behalf of the insurer; 
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(8)(A) “Reinsurance intermediary manager (RM)” means any person, 
firm, association or corporation that has authority to bind or manages all 
or part of the assumed reinsurance business of a reinsurer, including the 
management of a separate division, department or underwriting office, 
and acts as an agent for the reinsurer whether known as an RM, manager 
or other similar term; 

(B) Notwithstanding subdivision (8)(A), the following persons shall not 
be considered an RM, with respect to such reinsurer, for the purposes of 
this part: 

(i) An employee of the reinsurer; 

(ii) A United States manager of the United States branch of an alien 
reinsurer; 

(iii) An underwriting manager who, pursuant to contract, manages 
all the reinsurance operations of the reinsurer, is under common control 
with the reinsurer, subject to chapter 11 of this title, and whose 
compensation is not based on the volume of premiums written; or 

(iv) The manager of a group, association, pool or organization of 
insurers that engage in joint underwriting or joint reinsurance and that 
are subject to examination by the insurance commissioner of the state in 
which the manager’s principal business office is located; 

(9) “Reinsurer” means any person, firm, association or corporation duly 
licensed in this state pursuant to the applicable provisions of this title as an 
insurer with the authority to assume reinsurance; and 

(10) “To be in violation” means that the reinsurance intermediary, insurer, 
or reinsurer for whom the reinsurance intermediary was acting failed to 
substantially comply with this part. 


History. Section to Section References. 
Acts 1993, ch. 253, § 9. This section is referred to in § 56-6-804. 


56-6-803. Qualifications — Bond — Licensing. 


(a) No person, firm, association or corporation shall act as an RB in this 
state if the RB maintains an office either directly or as a member or employee 
of a firm or association, or an officer, director or employee of a corporation: 

(1) In this state, unless the RB is a licensed producer in this state; or 

(2) In another state, unless the RB is a licensed producer in this state or 
another state having a law substantially similar to this law or the RB is 
licensed in this state as a nonresident reinsurance intermediary. 

(b) No person, firm, association or corporation shall act as an RM: 

(1) For a reinsurer domiciled in this state, unless the RM is a licensed 
producer in this state; 

(2) In this state, if the RM maintains an office either directly or as a 
member or employee of a firm or association, or an officer, director or 
employee of a corporation in this state, unless the RM is a licensed producer 
in this state; or 

(3) In another state for a nondomestic insurer, unless the RM is a licensed 
producer in this state or another state having a law substantially similar to 
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this law, or the person is licensed in this state as a nonresident reinsurance 

intermediary. 

(c) The commissioner may require an RM subject to subsection (b) to: 

(1) File a bond in an amount from an insurer acceptable to the commis- 
sioner for the protection of the reinsurer; and 

(2) Maintain an errors and omissions policy in an amount acceptable to 
the commissioner. 

(d) The commissioner may issue a reinsurance intermediary license to any 
person, firm, association or corporation who has complied with the require- 
ments of this part, subject to the following: 

(1) The license issued to a firm or association will authorize all the 
members of the firm or association and any designated employees to act as 
reinsurance intermediaries under the license, and all those persons shall be 
named in the application and any supplements to the application. The 
license issued to a corporation shall authorize all of the officers and any 
designated employees and directors of the corporation to act as reinsurance 
intermediaries on behalf of the corporation, and all those persons shall be 
named in the application and any supplements to the application; and 

(2) If the applicant for a reinsurance intermediary license is a nonresi- 
dent, the applicant, as a condition precedent to receiving or holding a license, 
shall designate the commissioner as agent for service of process in the 
manner, and with the same legal effect, provided for by this part for 
designation of service of process upon unauthorized insurers; and also shall 
furnish the commissioner with the name and address of a resident of this 
state upon whom notices or orders of the commissioner or process affecting 
the nonresident reinsurance intermediary may be served. Such licensee 
shall promptly notify the commissioner in writing of every change in its 
designated agent for service of process, and such change shall not become 
effective until acknowledged by the commissioner. 

(e) The commissioner may refuse to issue a reinsurance intermediary 
license if, in the judgment of the commissioner, the applicant, anyone named 
on the application, or any member, principal, officer or director of the applicant 
is not trustworthy, or any controlling person of the applicant is not trustworthy 
to act as a reinsurance intermediary, or any of the foregoing has given cause for 
revocation or suspension of the license, or has failed to comply with any 
prerequisite for the issuance of the license. Upon written request, the commis- 
sioner will furnish a summary of the basis for refusal to issue a license, which 
document shall be privileged and not subject to the requirements of title 10, 
chapter 7. 

(f) Licensed attorneys at law of this state when acting in their professional 
capacity as attorneys are exempt from this section. 


History. Collateral References. 
Acts 1993, ch. 253, § 9. Insurance agents’ and brokers’ professional 


Fee pe coer liability insurance. 55 A.L.R.5th 681. 


Confidentiality of public records, § 10-7-504. 


Section to Section References. 
This section is referred to in §§ 56-6-806, 


_ §6-6-809. 
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56-6-804. Authorization of transactions. 


Transactions between an RB and the insurer the RB represents in that 
capacity shall only be entered into pursuant to a written authorization 
specifying the responsibilities of each party. The authorization shall, at a 
minimum, provide that: 

(1) The insurer may terminate the RB’s authority at any time; 

(2) The RB will render accounts to the insurer accurately detailing all 
material transactions, including information necessary to support all com- 
missions, charges, and other fees received by, or owing to, the RB, and remit 
all funds due to the insurer within thirty (30) days of receipt; 

(3) All funds collected for the insurer’s account will be held by the RB in 
a fiduciary capacity in a bank that is a qualified United States financial 
institution as defined in § 56-6-802; 

(4) The RB will comply with § 56-6-805; 

(5) The RB will comply with the written standards established by the 
insurer for the cession or retrocession of all risks; and 

(6) The RB will disclose to the insurer any relationship with any reinsurer 
to which business will be ceded or retroceded. 


History. 
Acts 1993, ch. 253, § 9. 


56-6-805. Recordkeeping — Auditing by insurer. 


(a) For at least ten (10) years after expiration of each contract of reinsurance 
transacted by the RB, the RB will keep a complete record for each transaction 
showing: 

(1) The type of contract, limits, underwriting restrictions, classes of risks 
and territory; 

(2) Period of coverage, including effective and expiration dates, cancella- 
tion provisions and notice required of cancellation; 

(3) Reporting and settlement requirements of balances; 

(4) Rate used to compute the reinsurance premium; 

(5) Names and addresses of assuming reinsurers; 

(6) Rates of all reinsurance commissions, including the commissions on 
any retrocessions handled by the RB; 

(7) Related correspondence and memoranda; 

(8) Proof of placement; 

(9) Details regarding retrocessions handled by the RB including the 
identity of retrocessionaires and percentage of each contract assumed or 
ceded; 

(10) Financial records, including, but not limited to, premium and loss 
accounts; and 

(11) When the RB procures a reinsurance contract on behalf of a licensed 
ceding insurer: 

(A) Directly from any assuming reinsurer, written evidence that the 
assuming reinsurer has agreed to assume the risk; or 
(B) If placed through a representative of the assuming reinsurer, other 
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than an employee, written evidence that the reinsurer has delegated 
binding authority to the representative. 
(b) The insurer will have access to, and the right to copy and audit, all 
accounts and records maintained by the RB related to its business in a form 
usable by the insurer. 


History. Section to Section References, 
Acts 1993, ch. 253, § 9. This section is referred to in § 56-6-804. 


56-6-806. Use of reinsurance intermediary brokers restricted — Fi- 
nancial statements. 


(a) An insurer shall not engage the services of any person, firm, association 
or corporation to act as an RB on its behalf unless the person is licensed as 
required by § 56-6-803(a). 

(b) An insurer may not employ an individual who is employed by an RB with 
which it transacts business, unless the RB is under common control with the 
insurer and subject to chapter 11 of this title. 

(c) The insurer shall annually obtain a copy of a statement of the financial 
condition of each RB with which it transacts business. 


History. 
Acts 1993, ch. 253, § 9. 


56-6-807. Written contract — Required provisions. 


Transactions between an RM and the reinsurer it represents in that capacity 
shall only be entered into pursuant to a written contract, specifying the 
responsibilities of each party, which shall be approved by the reinsurer’s board 
of directors. At least thirty (30) days before the reinsurer assumes or cedes 
business through the producer, a true copy of the approved contract shall be 
filed with the commissioner for approval. The contract shall, at a minimum, 
provide that: 

(1) The reinsurer may terminate the contract for cause upon written 
notice to the RM. The reinsurer may immediately suspend the authority of 
the RM to assume or cede business during the pendency of any dispute 
regarding the cause for termination; 

(2) The RM will render accounts to the reinsurer accurately detailing all 
material transactions, including information necessary to support all com- 
missions, charges and other fees received by or owing to the RM, and remit 
all funds due under the contract to the reinsurer on not less than a monthly 
basis; 

(3) All funds collected for the reinsurer’s account will be held by the RM 
in a fiduciary capacity in a bank that is a qualified United States financial 
institution. The RM may retain no more than three (3) months’ estimated 
claims payments and allocated loss adjustment expenses. The RM shall 
maintain a separate bank account for each reinsurer that it represents; 

(4) For at least ten (10) years after expiration of each contract of 
reinsurance transacted by the RM, the RM will keep a complete record for 
each transaction showing: 
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(A) The type of contract, limits, underwriting restrictions, classes or 
risks and territory; 

(B) Period of coverage, including effective and expiration dates, cancel- 
lation provisions and notice required of cancellation, and disposition of 
outstanding reserves on covered risks; 

(C) Reporting and settlement requirements of balances; 

(D) Rate used to compute the reinsurance premium; 

(E) Names and addresses of reinsurers; 

(F) Rates of all reinsurance commissions, including the commissions on 
any retrocessions handled by the RM; 

(G) Related correspondence and memoranda; 

(H) Proof of placement; 

(I) Details regarding retrocessions handled by the RM, as permitted by 
§ 56-6-808, including the identity of retrocessionaires and percentage of 
each contract assumed or ceded; 

(J) Financial records, including, but not limited to, premium and loss 
accounts; and 

(K) When the RM places a reinsurance contract on behalf of a ceding 
insurer: 

(i) Directly from any assuming reinsurer, written evidence that the 
assuming reinsurer has agreed to assume the risk; or 

(ii) If placed through a representative of the assuming reinsurer, 
other than an employee, written evidence that the reinsurer has 
delegated binding authority to the representative; 

(5) The reinsurer will have access to and the right to copy all accounts and 
records maintained by the RM related to its business in a form usable by the 
reinsurer; 

(6) The contract cannot be assigned in whole or in part by the RM; 

(7) The RM will comply with the written underwriting and rating stan- 
dards established by the insurer for the acceptance, rejection or cession of all 
risks; 

(8) The rates, terms and purposes of commissions, charges and other fees 
that the RM may levy against the reinsurer are set forth; 

(9) If the contract permits the RM to settle claims on behalf of the 
reinsurer: 

(A) All claims will be reported to the reinsurer in a timely manner; 

(B) Acopy of the claim file will be sent to the reinsurer at its request or 
as soon as it becomes known that the claim: 

(i) Has the potential to exceed the lesser of an amount determined by 
the commissioner or the limit set by the reinsurer; 

(ii) Involves a coverage dispute; 

(iii) May exceed the RM’s claims settlement authority; 

(iv) Is open for more than six (6) months; or 

(v) Is closed by payment of the lesser of an amount set by the 
commissioner or an amount set by the reinsurer; 

(C) All claim files will be the joint property of the reinsurer and RM; 
however, upon an order of liquidation of the reinsurer, the files shall 
become the sole property of the reinsurer or its estate, and the RM shall 
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have reasonable access to and the right to copy the files on a timely basis; 
and 

(D) Any settlement authority granted to the RM may be terminated for 
cause upon the reinsurer’s written notice to the RM or upon the termina- 
tion of the contract. The reinsurer may suspend the settlement authority 
during the pendency of the dispute regarding the cause of termination; 

(10) If the contract provides for a sharing of interim profits by the RM, 
that the interim profits will not be paid until one (1) year after the end of 
each underwriting period for property business and five (5) years after the 
end of each underwriting period for casualty business, or a later period set 
by the commissioner for specified lines of insurance, and not until the 
adequacy of reserves on remaining claims has been verified pursuant to 
§ 56-6-809(c); 

(11) The RM will annually provide the reinsurer with a statement of its 
financial condition prepared by an independent certified accountant; 

(12) The reinsurer will periodically, at least semi-annually, conduct an 
on-site review of the underwriting and claims processing operations of the 
RM; 

(13) The RM will disclose to the reinsurer any relationship it has with any 
insurer prior to ceding or assuming any business with the insurer pursuant 
to this contract; and 

(14) Within the scope of its actual or apparent authority, the acts of the 
RM shall be deemed to be the acts of the reinsurer on whose behalf it is 
acting. 





History. 
Acts 1993, ch. 253, § 9. 


56-6-808. Prohibited acts. 


The RM shall not: 

(1) Cede retrocessions on behalf of the reinsurer, except that the RM may 
cede facultative retrocessions pursuant to obligatory facultative agreements 
if the contract with the reinsurer contains reinsurance underwriting guide- 
lines for the retrocessions. The guidelines shall include a list of reinsurers 
with which the automatic agreements are in effect, and for each reinsurer, 
the coverages and amounts or percentages that may be reinsured and 
commission schedules; 

(2) Commit the reinsurer to participate in reinsurance syndicates; 

(3) Appoint any producer without assuring that the producer is lawfully 
licensed to transact the type of reinsurance for which the producer is 
appointed; 

(4) Without prior approval of the reinsurer, pay or commit the reinsurer to 
pay a claim, net of retrocessions, that exceeds the lesser of an amount 
specified by the reinsurer or one percent (1%) of the reinsurer’s policyhold- 
ers’ surplus as of December 31 of the last complete calendar year; 

(5) Collect any payment from a retrocessionaire or commit the reinsurer 
to any claim settlement with a retrocessionaire, without prior approval of 
the reinsurer. If prior approval is given, a report must be promptly 
forwarded to the reinsurer; 
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(6) Jointly employ an individual who is employed by the reinsurer unless 
the RM is under common control with the reinsurer subject to the Insurance 
Holding Company Act, compiled in chapter 11 of this title; or 

(7) Appoint a sub-RM. 


History. Section to Section References. 
Acts 1993, ch. 253, § 9. This section is referred to in § 56-6-807. 


56-6-809. Transactions between intermediaries. 


(a) Areinsurer shall not engage the services of any person, firm, association 
or corporation to act as an RM on its behalf unless the person is licensed as 
required by § 56-6-803(a). 

(b) The reinsurer shall annually obtain a copy of statements of the financial 
condition of each RM that the reinsurer has engaged prepared by an indepen- 
dent certified accountant in a form acceptable to the commissioner. 

(c) If an RM establishes loss reserves, the reinsurer shall annually obtain 
the opinion of an actuary attesting to the adequacy of loss reserves established 
for losses incurred and outstanding on business produced by the RM. This 
opinion shall be in addition to any other required loss reserve certification. 

(d) Binding authority for all retrocessional contracts of participation in 
reinsurance syndicates shall rest with an officer of the reinsurer who shall not 
be affiliated with the RM. 

(e) Within thirty (30) days of termination of a contract with an RM, the 
reinsurer shall provide written notification of the termination to the commis- 
sioner. 

(f) Areinsurer shall not appoint to its board of directors any officer, director, 
employee, controlling shareholder or subproducer of its RM. This subsection (f) 
shall not apply to relationships governed by chapter 11 of this title. 


History. Section to Section References. 
Acts 1998, ch. 253, § 9. This section is referred to in § 56-6-807. 


56-6-810. Examinations by commissioner. 


A reinsurance intermediary shall be subject to examination by the commis- 
sioner. The commissioner shall have access to all books, bank accounts and 
records of the reinsurance intermediary in a form usable to the commissioner. 


History. 
Acts 1993, ch. 253, § 9. 


56-6-811. Violations — Penalties. 


(a) A reinsurance intermediary, insurer or reinsurer found by the commis- 
sioner, after a hearing conducted in accordance with the Uniform Administra- 
tive Procedures Act, compiled in title 4, chapter 5, to be in violation of this part, 
shall: 

(1) For each separate violation, pay a penalty in an amount not exceeding 
five thousand dollars ($5,000); 

(2) Be subject to revocation or suspension of its license; and 

(3) If a violation was committed by the reinsurance intermediary, the 
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reinsurance intermediary shall make restitution to the insurer, reinsurer, 

rehabilitator or liquidator of the insurer or reinsurer for the net losses 

incurred by the insurer or reinsurer attributable to the violation. 

(b) The decision, determination or order of the commissioner pursuant to 
subsection (a) shall be subject to judicial review in accordance with the 
Uniform Administrative Procedures Act. 

(c) Nothing contained in this section shall affect the right of the commis- 
sioner to impose any other penalties provided in this title. 

(d) Nothing contained in this part is intended to or shall in any manner limit 
or restrict the rights of policyholders, claimants, creditors or other third 
parties or confer any rights to those persons. 


History. 
Acts 1993, ch. 253, § 9. 


56-6-812. Rules and regulations. 


The commissioner may adopt reasonable rules and regulations for the 
implementation and administration of this part. 


History. 
Acts 1993, ch. 253, § 9. 
PART 9 
TENNESSEE PUBLIC ADJUSTER LICENSING ACT OF 
2006 


56-6-901. Short title — Scope of part. 


(a) This part shall be known and may be cited as the “Tennessee Public 
Adjuster Licensing Act of 2006.” 

(b) This part governs the qualifications and procedures for the licensing of 
public adjusters. It specifies the duties of and restrictions on public adjusters, 
which include limiting their licensure to assisting insureds in first party 
claims. 


History. Section to Section References. 
Acts 2006, ch. 997, § 2. This part is referred to in § 62-6-605. 


56-6-902. Part definitions. 


As used in this part, unless the context otherwise requires: 

(1) “Catastrophic disaster” means an event that results in large numbers 
of deaths and injuries, causes extensive damage or destruction of facilities 
that provide and sustain human needs, produces an overwhelming demand 
on state and local response resources and mechanisms, causes a severe 
long-term effect on general economic activity, and severely affects state, local 
and private sector capabilities to begin and sustain response activities. A 
catastrophic disaster shall be a single occurrence that damages twenty-five 
(25) or more residential dwellings; 

(2) “Commissioner” means the commissioner of commerce and insurance; 
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(3) “Fingerprints” means an impression of the lines on the finger taken for 
purpose of identification. The impression may be electronic or in ink 
converted to electronic format; 

(4) “Home state” means the District of Columbia and any state or territory 
of the United States in which the public adjuster’s principal place of 
residence or principal place of business is located. If neither the state in 
which the public adjuster maintains the principal place of residence nor the 
state in which the public adjuster maintains the principal place of business 
has a substantially similar law governing public adjusters, the public 
adjuster may declare another state in which it becomes licensed and acts as 
a public adjuster to be the home state; 

(5) “Individual” means a natural person; 

(6) “NAIC” means the National Association of Insurance Commissioners; 

(7) “Person” means an individual or a business entity; 

(8)(A) “Public adjuster” means any person, other than someone who is 

employed by an insurance carrier, who, for compensation or any other 

thing of value, on behalf of the insured: 

(i) Acts or aids, solely in relation to first party claims arising under 
insurance contracts that insure the real or personal property of the 
insured on behalf of an insured, in investigating, verifying, substaining, 
estimating, appraising, determining, presenting, and discussing the 
value of the claim, and effectuating the resolution of a claim for loss or 
damage covered by an insurance contract; 

(ii) Advertises for employment as a public adjuster of insurance 
claims or solicits business or represents to the public to be a public 
adjuster of first party insurance claims, for losses or damages arising 
out of policies of insurance that insure real or personal property; or 

(iii) Directly or indirectly solicits business, investigates or adjusts 
losses, or advises an insured about first party claims for losses or 
damages arising out of policies of insurance that insure real or personal 
property for another person engaged in the business of adjusting losses 
or damages covered by an insurance policy, for the insured; 

(B) Nothing in this part, nor the regulations adopted under this part 
shall: 

(i) Authorize any public adjuster or person operating at the direction 
of a public adjuster to engage in conduct that is law practice or law 
business as defined in title 23, chapter 3 or under the rules of the 
Tennessee supreme court; 

(ii) Apply to a person who is employed by, or under contract to, an 
insurance company; or 

(iii) Affect or alter, in any way, the contractual obligations on an 
insured to their insurance company and the duty of good faith each owes 
the other; 

(9) “Uniform business entity application” means the current version of the 
NAIC uniform business entity application for resident and nonresident 
business entities; and 

(10) “Uniform individual application” means the current version of the 
NAIC uniform individual application for resident and nonresident individu- 
als. 
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History. Section to Section References. 
Acts 2006, ch. 997, § 3. This section is referred to in §§ 56-6-903, 
62-6-605. 


Cross-References. 
Confidentiality of public records, § 10-7-504. 


56-6-903. License requirement. 


(a) No person shall act or hold out as being a public adjuster as defined in 
§ 56-6-902, unless licensed as a public adjuster in accordance with this part. 

(b) A person licensed as a public adjuster shall not misrepresent to a 
claimant that the person is an adjuster acting on behalf of or aiding an insurer 
in any capacity, including acting as an employee of the insurer or acting as an 
independent adjuster, unless so appointed by an insurer in writing to act on 
the insurer’s behalf for that specific claim or purpose. 

(c) Abusiness entity acting as a public adjuster is required to obtain a public 
adjuster license. Application shall be made using the uniform business entity 
application. Before approving the application, the commissioner shall find 
that: 

(1) The business entity has paid the fees set forth in the rule promulgated 
under § 56-6-905(a)(5); and 

(2) The business entity has designated a licensed public adjuster respon- 
sible for the business entity’s compliance with the insurance laws, rules and 
regulations of this state. 

(d) Notwithstanding this section, a license as a public adjuster shall not be 
required of the following: 

(1) An attorney at law admitted to practice in this state, or an employee 
of the attorney acting under the attorney’s supervision; 

(2) Aperson who negotiates or settles claims arising under a life or health 
insurance policy or an annuity contract; 

(3) Aperson employed only for the purpose of obtaining facts surrounding 

a loss, or furnishing technical assistance to a licensed public adjuster, 

including, but not limited to, photographers, contractors, appraisers of 

value, private investigators, engineers and handwriting experts; 

(4) A licensed health care provider, or employee of a licensed health care 
provider, who prepares or files a health claim form on behalf of a patient; 

(5) A person who settles subrogation claims between insurers; or 

(6) A person who is employed by, or under contract to, an insurance 
company. 


History. 
Acts 2006, ch. 997, § 4. 


56-6-904. Application requirements — Authority to require finger- 
prints — Criminal history record checks. 


(a) Aperson applying for a public adjuster license shall make application to 
the commissioner on the appropriate uniform application or other application 
prescribed by the commissioner. 

(b) The applicant shall declare, under penalty of perjury and under penalty 
of refusal, suspension or revocation of the license, that the statements made in 
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the application are true, correct and complete to the best of the applicant’s 
knowledge and belief. 

(c) In order to make a determination of license eligibility, the commissioner 
is authorized to require fingerprints of applicants and submit the fingerprints 
and the fee required to perform the criminal history record checks to the 
Tennessee bureau of investigation (TBI) and the federal bureau of investiga- 
tion (FBI) for state and national criminal history record checks. The commis- 
sioner shall require a criminal history record check on each applicant in 
accordance with this part. The commissioner shall require each applicant to 
submit a full set of fingerprints in order for the commissioner to obtain and 
receive national criminal history records from the FBI criminal justice infor- 
mation services division. 

(1) The commissioner may contract for the collection, transmission and 
resubmission of fingerprints required under this section. If the commissioner 
does so, the fee for collecting, transmitting and retaining fingerprints shall 
be payable directly to the contractor by the applicant. The commissioner may 
agree to a reasonable fingerprinting fee to be charged by the contractor. 

(2) The commissioner may waive submission of fingerprints by any person 
that has previously furnished fingerprints and maintains fingerprints on file 
with the central repository of the NAIC, its affiliates or subsidiaries. 

(3) The commissioner is authorized to submit electronic fingerprint re- 
cords and necessary identifying information to the NAIC, its affiliates or 
subsidiaries, for permanent retention in a centralized repository. The 
purpose of a centralized repository is to provide insurance commissioners 
with access to fingerprint records, in order to perform criminal history record 
checks. 


History. 
Acts 2006, ch. 997, § 5. 


56-6-905. Requirements for licensure. 


(a) Before issuing a public adjuster license to an applicant under this part, 
the commissioner shall find that the applicant: 
(1) Is eligible to designate this state as the applicant’s home state or is 
eligible for a license pursuant to § 56-6-908; 
(2) Has not committed any act that is a ground for denial, suspension or 
revocation of a license as set forth in § 56-6-910; 
(3) Is trustworthy, reliable, and of good reputation; 
(4) Is financially responsible to exercise the license, and has provided 
proof of financial responsibility as required in § 56-6-911; 
(5) Has paid the fees set forth by rule or regulation of the commissioner; 
and 
(6) Maintains an office in the applicant’s home state of residence, with 
public access by reasonable appointment or regular business hours, or both. 
(b) In addition to satisfying the requirements of subsection (a), unless 
exempted pursuant to this part, an individual shall: 
(1) Be at least eighteen (18) years of age; 
(2) Have successfully passed the public adjuster examination; 
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(3) Designate a licensed individual public adjuster responsible for the 
business entity’s compliance with the insurance laws, rules, and regulations 
of this state; and 

(4) Designate only licensed individual public adjusters to exercise the 
business entity’s license. 

(c) The commissioner may require any documents reasonably necessary to 
verify the information contained in the application. 


History. 
Acts 2006, ch. 997, § 6. 


Section to Section References. 
This section is referred to in §§ 56-6-903, 
56-6-907, 56-6-908, 56-6-909. 


56-6-906. Written examination. 


(a) An individual applying for a public adjuster license under this part shall 
pass a written examination, unless exempt pursuant to § 56-6-907. The 
examination shall test the knowledge of the individual concerning the duties 
and responsibilities of a public adjuster and the insurance laws and regula- 
tions of this state. Examinations required by this section shall be developed 
and conducted under rules and regulations prescribed by the commissioner. 

(b) The commissioner may make arrangements, including contracting with 
an outside testing service, for administering examinations and collecting a 
nonrefundable fee in an amount set forth by rule by the commissioner. 

(c) Each individual applying for an examination shall remit a nonrefund- 
able fee as prescribed by the commissioner, in an amount set by rule 
promulgated by the commissioner. 

(d) An individual who fails to appear for the examination as scheduled, or 
fails to pass the examination, shall reapply for an examination and remit all 
required fees and forms before being rescheduled for another examination. 


History. 
Acts 2006, ch. 997, § 7. 


56-6-907. Exemptions from examination. 


(a) An individual who applies for a public adjuster license in this state who 
was previously licensed as a public adjuster in another state based on a public 
adjuster examination shall not be required to take or complete any prelicens- 
ing examination. This exemption is only available if the individual is currently 
licensed in that state, or if the application is received within twelve (12) 
months of the cancellation or termination of the applicant’s previous license, 
and: 

(1) The prior state issues a certification that, at the time of cancellation or 
termination, the applicant was in good standing in that state or the state’s 
producer database records; or 

(2) Records maintained by the NAIC, its affiliates or subsidiaries, indicate 
that the public adjuster is or was licensed in good standing at the time of 
cancellation or termination. 

(b) A person licensed as a public adjuster in another state, based on a public 
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adjuster examination, who moves to this state shall make application within 
ninety (90) days of establishing legal residence to become a resident licensee, 
pursuant to § 56-6-905. No prelicensing examination shall be required of that 
person to obtain a public adjuster license. 

(c) An individual who applies for a public adjuster license in this state who 
was previously licensed as a public adjuster in this state shall not be required 
to complete any prelicensing examination. This exemption is only available if 
the application is received within twelve (12) months of the cancellation or 
termination of the applicant’s previous license in this state, and if, at the time 
of cancellation or termination, the applicant was in good standing in this state. 


History. Section to Section References. 
Acts 2006, ch. 997, § 8. This section is referred to in § 56-6-906. 


56-6-908. Nonresident public adjuster license. 


(a) Unless denied licensure pursuant to § 56-6-910, a nonresident person 
shall receive a nonresident public adjuster license, if: 

(1) The person is currently licensed as a resident public adjuster and in 
good standing in the person’s home state; 

(2) The person has submitted the proper request for licensure, has paid 
the fees required by the rule promulgated under § 56-6-905(a)(5), and has 
provided proof of financial responsibility as required in § 56-6-911; 

(3) The person has submitted, or transmitted to the commissioner, the 
appropriate completed application for licensure; 

(4) The person’s home state has adopted a public adjuster licensing act, 
that is substantially similar to this part; and 

(5) The nonresident public adjuster representing an insured in this state 
remains reasonably available for communications with the insured and the 
insurance carrier. 

(b) The commissioner may verify the public adjuster’s licensing status 
through the producer database maintained by the NAIC, its affiliates or 
subsidiaries. 

(c) As a condition to continuation of a public adjuster license issued under 
this section, the licensee shall maintain a resident public adjuster license in 
the licensee’s home state. The nonresident public adjuster license issued under 
this section shall terminate and be surrendered immediately to the commis- 
sioner, if the home state public adjuster license terminates for any reason, 
unless the public adjuster has been issued a license as a resident public 
adjuster in the adjuster’s new home state. The licensed nonresident public 
adjuster shall provide prompt notification of the new home state license to the 
state or states that have issued the nonresident license. This notification shall 
include the licensee’s new and old addresses. A new state resident license is 
required for nonresident licenses to remain valid. The new state resident 
license must have reciprocity with the licensing nonresident state or states, for 
the nonresident license not to terminate. 


History. Section to Section References. 
Acts 2006, ch. 997, § 9. This section is referred to in § 56-6-905. 
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56-6-909. Issuance of license — Period in effect — Renewal — Notifi- 
cation of commissioner of changes — Lapse of license — 
Penalties — Retroactive and prospective reinstatement — 
Waiver of procedures in certain situations — Delegation of 
commissioner’s duties. 


(a) Unless denied licensure under this part, persons who have met the 
requirements of this part shall be issued a public adjuster license. 

(b) A public adjuster license shall remain in effect for a period of two (2) 
years, unless revoked, terminated or suspended. The commissioner may renew 
a license issued under this part, as long as the request for renewal and fee set 
forth in the rule promulgated under § 56-6-905(a)(5) is paid and any other 
requirements for license renewal are met by the date of the license’s expira- 
tion. 

(c) The licensee shall inform the commissioner, by any means acceptable to 
the commissioner, of a change of address, change of legal name, or change of 
material information submitted on the application within thirty (30) days of 
the change. 

(d) A licensed public adjuster shall be subject to chapters 8 and 53 of this 
title. 

(e)(1) A public adjuster who allows the adjuster’s license to lapse may, 

within twelve (12) months from the date of expiration, be issued a new public 

adjuster license upon the commissioner’s receipt of the request for renewal. 

However, a penalty in the amount of double the unpaid renewal fee shall be 

required, and be subject to other penalties as provided by law, before the 

license will be renewed. | 

(2) If the commissioner receives the request for reinstatement and the 
required lapsed license fee within sixty (60) days of the date the license 
lapsed, the commissioner shall reinstate the license retroactively to the date 
the license lapsed. If the commissioner receives the request for reinstate- 
ment and the required lapsed license fee after sixty (60) days, but within one 

(1) year of the date the license lapsed, the commissioner shall reinstate the 

license prospectively with the date the license is reinstated. If the person 

applies for reinstatement more than one (1) year from date of lapse, the 
person shall reapply for the license under this part. 

(f) A licensed public adjuster that is unable to comply with license renewal 
procedures due to military service, a long-term medical disability, or some 
other extenuating circumstance, may request a waiver of those procedures. 
The public adjuster also may request a waiver of any examination require- 
ment, fine, or other sanction imposed for failure to comply with renewal 
procedures. 

(g) The license shall contain the licensee’s name, city and state of business 
address, personal identification number, the date of issuance, the expiration 
date, and any other information the commissioner deems necessary. 

(h) In order to assist in the performance of the commissioner’s duties, the 
commissioner may contract with nongovernmental entities, including, but not 
limited to the NAIC or any affiliates or subsidiaries that the NAIC oversees, to 
perform any functions, including testing and the collection of fees and data, 
related to licensing, that the commissioner may deem appropriate. 
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History. 
Acts 2006, ch. 997, § 10. 


56-6-910. Probation, cancellation, termination, suspension, revoca- 
tion or refusal to issue or renew license — Levy of penal- 
ties — Enforcement — Notice. 


(a) The commissioner may place on probation, cancel, terminate, suspend, 
revoke or refuse to issue or renew a public adjuster’s license, or may levy a civil 
penalty, in accordance with this section, or any combination of actions, for any 
one (1) or more of the following causes: 

(1) Providing materially incorrect, misleading, incomplete, or untrue 
information in the license application; 

(2) Violating any laws administered by the commissioner, or violating 
lawful regulations, or final orders of the commissioner or of another state’s 
insurance commissioner; 

(3) Obtaining or attempting to obtain a license through misrepresentation 
or fraud; 

(4) Improperly withholding, misappropriating, or converting to the licens- 
ee’s own use any moneys or properties received in the course of conducting 
business under this license; 

(5) Intentionally misrepresenting the terms of an actual or proposed 
insurance contract or application for insurance; 

(6) Having been convicted of a felony or other offense involving dishon- 
esty, fraud, deceit or misrepresentation, in a final decision of a court of 
competent jurisdiction; 

(7) Having committed any insurance unfair trade practice or insurance 
fraud prohibited under chapters 8 and 53 of this title; 

(8) Using fraudulent, coercive or dishonest practices, or demonstrating 
incompetence, untrustworthiness or financial irresponsibility in the conduct 
of business in this state or elsewhere; 

(9) Having an insurance producer license, or its equivalent, suspended or 
revoked in any other state, province, district or territory; 

(10) Forging another’s name to an application for insurance or to any 
document related to an insurance transaction; 

(11) Cheating on an examination for an insurance license; 

(12) Knowingly accepting insurance business from an individual who is 
not licensed by the commissioner but who is required to be so licensed; 

(13) Allowing a person not licensed under this part to perform actions 
requiring licensure under this part; 

(14) Failing to comply with a final administrative or court order imposing 
a child support obligation; or 

(15) Failing to notify the insured, verbally and in writing, of the statutory 
requirements of this part, as they pertain to solicitation, contracting, and 
recission and the timeframes contained in this part. 

(b) Any action by the commissioner to put on probation, suspend, revoke or 
deny the renewal of a license pursuant to this part shall be governed by the 
Uniform Administrative Procedures Act, compiled in title 4, chapter 5. 

(c) In the event that the action of the commissioner is to deny an application 
for a license, the commissioner shall notify the applicant and advise, in 
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writing, the applicant of the denial of the applicant’s application within thirty 
(30) days. 

(d) The license of a business entity may be suspended, revoked or refused, if 
the commissioner finds that an individual’s violation was known or should 
have been known by one (1) or more of the partners, officers or managers acting 
on behalf of the business entity, and the violation was not timely reported to 
the commissioner and corrective action was not taken. 

(e) In addition to, or in lieu of, any applicable denial, suspension, cancella- 
tion, termination, or revocation of a license, a person may, after a hearing, be 
subject to a civil penalty in an amount not less than one hundred dollars 
($100), nor more than one thousand dollars ($1,000), for each separate 
violation of the grounds in subsection (a). Each day of continued violation shall 
constitute a separate violation. 

(f) The commissioner shall retain the authority to enforce this part and 
impose any penalty or remedy authorized by this part, or any other provision 
of this title against any person who is under investigation for or charged with 
a violation of this part, even if the person’s license or registration has been 
surrendered or has lapsed by operation of law. 

(g) The commissioner may serve a notice or order in any action arising 
under this part by registered or certified mail to the public adjuster or 
applicant at the address of record on file with the commissioner. Notwithstand- 
ing any law to the contrary, service in the manner set forth in this subsection 
(g) shall be deemed to constitute actual service on the public adjuster or 
applicant. 


History. Section to Section References. 
Acts 2006, ch. 997, § 11. This section is referred to in §§ 56-6-905, 
56-6-908. 


Cross-References. 
Certified mail in lieu of registered mail, § 1- 
3-111. 


56-6-911. Financial responsibility. 


Prior to issuance of a license as a public adjustor, and for the duration of the 
license, the applicant shall secure evidence of financial responsibility in a 
format prescribed by the commissioner through a surety bond and an errors 
and omissions insurance policy, or other security satisfactory to the depart- 
ment of insurance. 

(1) A surety bond executed and issued by an insurer authorized to issue 
surety bonds in this state shall: 
(A) Be in the minimum amount of fifty thousand dollars ($50,000); 
(B) Be in favor of this state and shall specifically authorize recovery by 
the commissioner on behalf of any person in this state who sustained 
damages as the result of erroneous acts, failure to act, conviction of fraud, 
or conviction of unfair practices in the capacity as a public adjuster; 
(C) Not be terminated, unless at least thirty-days’ prior written notice 
has been filed with the commissioner and given to the licensee; and 
(D) Be in a form approved by the commissioner. 
(2) The licensed public adjuster shall promptly notify the commissioner 
upon termination of the bond, unless otherwise directed by the 
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commissioner. 

(3) The commissioner may ask for the evidence of financial responsibility 
at any time the commissioner deems it necessary and proper to protect the 
rights of Tennessee consumers. 

(4) The authority to act as a public adjuster shall automatically terminate 
if the evidence of financial responsibility terminates or becomes substan- 
tially impaired. 

(5) The errors and omissions policy shall be executed by and issued by an 
admitted insurer authorized to issue errors and omissions policies in this 
state, and shall be in the minimum amount of five hundred thousand dollars 
($500,000) per occurrence. 


History. 
Acts 2006, ch. 997, § 12. 


Section to Section References. 
This section is referred to in §§ 56-6-905, 
56-6-908. 


56-6-912. Continuing education — Exemptions. 


(a) An individual, who holds a public adjuster license and who is not exempt 
under subsection (b), shall satisfactorily complete a minimum of twenty-four 
(24) hours of continuing education courses, including ethics, reported on a 
biennial basis in conjunction with the license renewal cycle. The education 
required by this section shall be in addition to any other continuing education 
requirements required for other professional licenses held by the individuals 
licensed under this part. 

(b) This section shall not apply to: 

(1) Licensees not licensed for one (1) full year prior to the end of the 
applicable continuing education biennium; or 

(2) Licensees holding nonresident public adjuster licenses who have met 
the continuing education requirements of their home state and whose home 
state gives credit to residents of this state on substantially the same basis. 

(c) Except as set forth in subsection (b), only continuing education courses 
approved by the commissioner shall be used to satisfy the continuing education 
requirement of subsection (a). 


History. 
Acts 2006, ch. 997, § 13. 


56-6-913. Fees charged by public adjuster — Commissions, service fees 
or other valuable consideration — Fee, retainer, compen- 
sation, deposit, or other thing of value, prior to settlement 
of a claim. 


(a) A public adjuster may charge the insured a reasonable fee. If a contract 
between the public adjuster and the insured is formed before the insurance 
carrier has made an offer of settlement, then the public adjuster may not 
charge a fee that is greater than fifteen percent (15%) of the total proceeds of 
the insurance settlement. If a contract between the public adjuster and the 
insured is formed after the insurance carrier has made an offer of settlement, 
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then the public adjuster may not charge any more than twenty-five percent 
(25%) of the difference between the insurance company’s last offer to the 
insured prior to the public adjuster contract with that insured and the last 
offer after the public adjuster entered a contract with the insured and 
negotiated, if any, additional settlement proceeds. If the insured has obtained 
a home mortgage in the amount of one hundred percent (100%) of the 
appraised value of the home, then a public adjuster may charge a fee not to 
exceed ten percent (10%) of the total proceeds of an insurance settlement that 
is a total loss of the home, which shall be deemed to be a policy limit payment, 
occurring during a catastrophic disaster within the first twelve (12) months of 
the term of the home mortgage. This limitation applies regardless of when a 
contract is entered into between the public adjuster and the insured; provided, 
however, that a public adjuster shall charge no fee on any advance payment 
prior to the contract between the insured and the public adjuster to the 
insured. Nothing in this subsection (a) prohibits a public adjuster from 
charging a variation of fees, so long as those fees do not exceed the amounts 
prescribed in this subsection (a). This subsection (a) shall not apply to 
commercial insurance. 

(b) A public adjuster shall not pay a commission, service fee or other 
valuable consideration to a person for investigating, resolving or working in 
connection with, claims in this state, if that person is required to be licensed 
under this part and is not so licensed. 

(c) A public adjuster shall not accept a commission, service fee or other 
valuable consideration for investigating or settling claims in this state, if the 
adjuster is required to be licensed under this part and is not so licensed. 

(d) No public adjuster shall require, demand or accept any fee, retainer, 
compensation, deposit, or other thing of value, prior to settlement of a claim. 


History. 
Acts 2006, ch. 997, § 14. 


56-6-914. Written contracts — Required terms — Payment by insurer 
of policy limit of the insurance policy — Written disclosure 
of financial interest of adjuster — Prohibited contract 
terms — Disclosure document regarding the claim process 
— Insured’s copy or the original of the contract — Notifi- 
cation letter to insurer — Insured’s right to rescind — 
Adjuster as payee on checks. 


(a) Public adjusters shall ensure that all contracts for their services are in 
writing and contain the following terms: 

(1) Legible full name of the adjuster signing the contract, as reflected in 
the records on file with the commissioner; 

(2) Permanent home state business address and phone number; 

(3) Tennessee public adjuster license number; 

(4) Title of “Public Adjuster Contract” or its substantial equivalent; 

(5) The insured’s full name, street address, insurance company name and 
policy number, if known; 

(6) A description of the loss and its location, if applicable; 
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(7) Description of services to be provided to the insured; 

(8) Signatures of the public adjuster and the insured; 

(9) Date contract was signed by the public adjuster and date the contract 
was signed by the insured; 

(10) Attestation language stating that the public adjuster is fully bonded 
pursuant to this part; and 

(11)(A) Full salary, fee, commission, compensation or other considerations 

the public adjuster is to receive for services. If the compensation is based 

on a share of the insurance settlement, the exact percentage shall be 
specified. Initial expenses to be reimbursed to a public adjuster from the 
proceeds of the claim payment shall be specified by type, with dollar 
estimates set forth in the contract and with any additional expenses to 
first be approved by the insured; 

(B) Compensation provisions in a public adjusting contract shall not be 
redacted in any copy of the contract provided to the commissioner. 

(b) If the insurer, not later than seventy-two (72) hours after the date on 
which the loss is reported to the insurer, either pays or commits in writing to 
pay to the insured the policy limit of the insurance policy, the public adjuster 
shall: 

(1) Not receive a commission consisting of a percentage of the total 
amount paid by an insurer to resolve a claim; 

(2) Inform the insured that the amount of any recovery amount might not 
be increased; and 

(3) Be entitled only to reasonable compensation from the insured for 
services provided by the public adjuster on behalf of the insured, based on 
the time spent on a claim and expenses incurred by the public adjuster, until 
the claim is paid or the insured receives a written commitment to pay from 
the insurer. 

(c) A public adjuster shall provide the insured a written disclosure concern- 
ing any direct or indirect financial interest that the public adjuster has with 
any other party who is involved in any aspect of the claim, other than the 
salary, fee, commission or other consideration established in the written 
contract with the insured, including, but not limited to, any ownership, other 
than as a minority stockholder, in a publicly traded entity, or any compensation 
expected to be received from any construction firm, building appraisal firm, 
motor vehicle repair shop, or any other firm that provides estimates for work, 
or that performs any work, in conjunction with damages caused by the 
insured’s loss on which the public adjuster is engaged. “Firm” includes any 
corporation, partnership, association, joint-stock company or person. 

(d) A public adjuster contract may not contain any contract term that: 

(1) Allows the public adjuster’s percentage fee to be collected when money 
is due from an insurance company but not paid, or that allows a public 
adjuster to collect the entire fee from the first check issued by an insurance 
company, rather than as percentage of each check issued by an insurance 
company; 

(2) Requires or requests the public adjuster’s name on the issuance of the 
check; 

(3) Imposes collection costs or late fees in violation of Tennessee law; or 
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(4) Precludes an insured from pursuing civil remedies. 

(e) Prior to the signing of the contract, the public adjuster shall provide the 
insured with a separate disclosure document regarding the claim process that 
states: 

(1) An insured is obligated to present the insured’s claim to an insurance 
company in the manner set forth in the insurance contract as required by 
law. The insured and the insurer shall act in good faith toward the other as 
required by law. There are three (3) types of adjusters that could be involved 
in that process. The definitions of the three (3) types are as follows: 

(A) “Company adjuster” means the insurance adjusters that are em- 
ployees of an insurance company. The adjusters are paid by the insurance 
company and will not charge the insured a fee; 

(B) “Independent adjuster” means the insurance adjusters that are 
hired on a contract basis by an insurance company in the settlement of the 
claim. The adjusters are paid by the insured’s insurance company and will 
not charge the insured a fee; and 

(C) “Public adjuster” means the insurance adjusters that do not work 
for any insurance company. The adjusters work for the insured in 
connection with the insured’s claim against the insured’s insurance 
carrier. The insured hires the adjusters by signing a contract agreeing to 
pay the adjusters a fee or commission based on a percentage of the 
settlement, or other method of compensation; 

(2) The insured is not required to hire a public adjuster to help the 
insured meet the insured’s obligations under the policy, but has a right to do 
SO; 

(3) The insured has the right to initiate direct communications with the 
insured’s attorney, the insurer, the insurer’s adjuster, and the insurer’s 
attorney, or any other person regarding the settlement of the insured’s claim; 

(4) The public adjuster is not a representative or employee of the insurer; 

(5) The salary, fee, commission or other consideration is the obligation of 
the insured, not the insurer; and 

(6) An insurance company has the right to communicate with its insured, 
even if the insured has hired a public adjuster; but, if requested by the 
insured, the insurance company will make a concerted effort to include the 
public adjuster in communications with the insured. 

(f) The insured shall be given a copy or the original of the contract with the 
public adjuster. The public adjuster’s original contract, or a copy, shall be 
available at all times for inspection, without notice, by the commissioner. 

(g) The public adjuster shall provide the insurer a notification letter, which 
has been signed by the insured, authorizing the public adjuster to represent 
the insured’s interest. 

(h) The insured has the right to rescind the contract within three (3) 
business days after the date the contract was signed. The rescission shall be in 
writing and mailed or delivered to the public adjuster at the public adjuster’s 
address in the contract within the three-business-day period. 

(i) If the insured exercises the right to rescind the contract, anything of 
value given by the insured to the public adjuster under the contract shall be 
returned to the insured within three (3) business days following the receipt by 
the public adjuster of the cancellation notice. 
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(j) Nothing in this part shall prevent a public adjuster from requesting an 
insured to request the insurer to include the public adjuster’s name as a payee 
on any check. 


History. 
Acts 2006, ch. 997, § 15. 


56-6-915. Escrow or trust account. 


A public adjuster who receives, accepts or holds any funds on behalf of an 
insured, towards the settlement of a claim for loss or damage, shall deposit the 
funds in a noninterest-bearing escrow or trust account in a financial institu- 
tion that is insured by an agency of the federal government in the insured’s 
home state or in the state where the loss occurred. 


History. 
Acts 2006, ch. 997, § 16. 


56-6-916. Records required of adjuster — Maintenance and inspection. 


(a) Apublic adjuster shall maintain complete records of each transaction as 
a public adjuster. The records required by this section shall include the 
following: 

(1) Name of the insured; 

(2) Date, location and amount of the loss; 

(3) Copy of the contract between the public adjuster and insured; 

(4) Name of the insurer and, if available, amount, expiration date and 
number of each policy carried with respect to the loss; 

(5) Itemized statement of the insured’s recoveries; 

(6) Itemized statement of all compensation received by the public ad- 
juster, from any source whatsoever, in connection with the loss; 

(7) A register of all moneys received, deposited, disbursed, or withdrawn 
in connection with a transaction with an insured, including fees transfers 
and disbursements from a trust account and all transactions concerning all 
interest bearing accounts; 

(8) Name of public adjuster who executed the contract; 

(9) Name of the attorney representing the insured, if applicable, and the 
name of the claims representatives of the insurance company; and 

(10) Evidence of financial responsibility in a format prescribed by the 
commissioner. 

(b) Records of transactions as a public adjuster shall be maintained for at 
least five (5) years after the termination of the transaction with an insured and 
shall be open to examination by the commissioner at all times. 


History. 
Acts 2006, ch. 997, § 17. 


56-6-917. Ethical considerations. 


(a) A public adjuster is obligated, under the public adjuster’s license, to 
serve with objectivity and complete loyalty in the interest of the adjuster’s 
client alone; and to render to the insured such information, counsel and 
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service, as within the knowledge, understanding and opinion in good faith of 
the adjuster, as will best serve the insured’s insurance claim needs and 
interest. 

(b) A public adjuster shall not solicit an insured for two (2) days after any 
loss and shall not contract with an insured for an additional three (3) days. For 
catastrophic losses, a public adjuster shall not solicit an insured for seven (7) 
days after the loss. This subsection (b) shall not apply to commercial insurance. 

(c) A public adjuster shall not permit an unlicensed employee or represen- 
tative of the public adjuster to conduct business for which a license is required 
under this part. 

(d) A public adjuster shall not have a direct or indirect financial interest in 
any aspect of the claim, other than the salary, fee, commission or other 
consideration established in the written contract with the insured, unless full 
written disclosure has been made to the insured. 

(e) A public adjuster shall not refer or direct the insured to get needed 
repairs or services in connection with a loss from any person with whom the 
public adjuster has a financial interest, or from whom the public adjuster may 
receive direct or indirect compensation for the referral, unless the interest or 
compensation is disclosed to the insured. 

(f) A public adjuster shall not, directly or indirectly, buy or obtain for resale 
or other remuneration, any salvage of the insured that is subject to a claim 
upon which the public adjuster is or has worked. 

(g) A public adjuster shall disclose to an insured if the adjuster has any 
interest or will be compensated by any construction firm, building appraisal 
firm, motor vehicle repair shop or any other firm that performs any work in 
conjunction with damages caused by the insured loss. “Firm” includes any 
individual corporation, partnership, association, joint-stock company or legal 
entity. 

(h) Any compensation or anything of value in connection with an insured’s 
specific loss that will be received by a public adjuster shall be disclosed by the 
public adjuster to the insured in writing, including the source and amount of 
the compensation. 

(i) A public adjuster may not agree to any loss settlement without the 
insured’s knowledge and consent. 

(j) Public adjusters shall adhere to the following general ethical 
requirements: 

(1) A public adjuster shall not undertake the adjustment of any claim, if 
the public adjuster is not sufficiently competent and knowledgeable as to the 
terms and conditions of the insurance coverage so as to properly discharge 
the duties as public adjuster, or that otherwise exceeds the public adjuster’s 
current expertise; 

(2) A public adjuster shall not knowingly make any oral or written 
material misrepresentations or statements to any insured client or potential 
insured client that are false or maliciously critical and intended to injure any 
person engaged in the business of insurance; | 

(3) No public adjuster, while so licensed by the commissioner, may 
represent or act as a company adjuster or independent adjuster on the same 
claim; 
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(4) The contract shall not be construed to prevent an insured from 
pursuing any civil remedy after the three-business-day revocation or can- 
cellation period; 

(5) A public adjuster shall not enter into a contract or accept a power of 
attorney that vests in the public adjuster the effective authority to choose 
the persons who shall repair the insured’s property; and 

(6) A public adjuster shall ensure that all contracts for the public 
adjuster’s services are in writing and set forth all material terms and 
conditions of the engagement. 


History. 
Acts 2006, ch. 997, § 18. 


56-6-918. Report to the commissioner of administrative action or 
prosecution brought against adjuster. 


(a) A public adjuster shall report to the commissioner any administrative 
action taken against the public adjuster in another jurisdiction or by another 
governmental agency in this state within thirty (30) days of the final disposi- 
tion of the matter. This report shall include a copy of the order, consent to 
order, or other relevant legal documents. 

(b) Within thirty (30) days of arraignment or other formal presentment of 
charges and entry of plea, a public adjuster shall report to the commissioner 
any prosecution of the public adjuster for a felony taken in any jurisdiction. 
The report shall include a copy of the initial complaint filed, the order resulting 
from the hearing, and any other relevant legal documents necessary to explain 
the charges brought against the public adjuster. 


History. 
Acts 2006, ch. 997, § 19. 


56-6-919. Investigations by commissioner. 


The commissioner may make investigations necessary for the proper admin- 
istration of this part. For the purpose of making investigations, the commis- 
sioner shall have inquisitorial powers and shall be empowered to subpoena 
witnesses and examine them under oath; provided, that all testimony, docu- 
ments and other evidence obtained by the commissioner pursuant to this 
section shall be absolutely privileged and shall not be admissible as evidence 
in any private civil proceeding. Notwithstanding this section, the adjuster may 
request and obtain from the department a copy of any charges brought against 
the adjuster, or if no charges have been filed, a written notice of the alleged 
violation. 


History. 
Acts 2006, ch. 997, § 20. 


56-6-920. Rules and regulations. 


The commissioner may promulgate regulations as are necessary or proper to 
carry out the purposes of this part. These regulations may include provisions 
relating to the assessment of licensure fees reasonable to defray the costs of 
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examinations and testing of public adjusters. The commissioner shall keep a 
separate accounting of fees and costs to administer this part, and no other fees 
generated under this chapter shall be used to administer this part. 


History. 
Acts 2006, ch. 997, § 21. 


PART 10 
CROP INSURANCE ADJUSTERS 


56-6-1001. Part definitions. 


As used in this part: 

(1) “Commissioner” means the commissioner of commerce and insurance; 

(2) “Crop” means and includes any agricultural product, including live- 
stock, nursery product, tree and product from a tree, as well as anything 
insured by the Federal Crop Insurance Corporation under a crop insurance 
program; 

(3) “Department” means the department of commerce and insurance; 

(4) “Fingerprints” means an impression of the lines on the finger taken for 
purpose of identification. The impression may be electronic or in ink 
converted to electronic format; and 

(5) “Person” means a natural person. 


History. 
Acts 2009, ch. 476, § 2. 


56-6-1002. Licensure as a crop insurance adjuster. 


(a) No person shall act or hold out as being a crop insurance adjuster unless 
licensed as a crop insurance adjuster in accordance with this part. 

(b) An insurer that sells crop insurance shall not contract, employ or use any 
person to adjust claims made under a crop insurance policy unless the person 
is licensed as a crop insurance adjuster. 


History. 
Acts 2009, ch. 476, § 3. 


56-6-1003. Application for licensure. 


(a)(1) A person applying for a crop insurance adjuster license shall make 
application to the commissioner on the appropriate application prescribed by 
the commissioner. 

(2) The commissioner is authorized to determine whether the crop insur- 
ance adjuster license to be issued under this part shall be a crop-specific loss 
adjuster license or a multi-peril crop adjuster license, and based on the 
commissioner’s decision, the applicant shall complete the appropriate appli- 
cation. 

(b) The applicant shall declare, under penalty of perjury and under penalty 
of refusal, suspension or revocation of the license, that the statements made in 
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the application are true, correct and complete to the best of the applicant’s 
knowledge and belief. 


History. 
Acts 2009, ch. 476, § 4. 


56-6-1004. Standards for licensure. 


The commissioner shall promulgate rules to establish the qualifications for 
the issuance of a license under this part. Such standards shall include the 
completion of a course of instruction in adjusting crop insurance claims and the 
passing of an examination testing the applicant’s knowledge of how to adjust 
crop insurance claims. 


History. 
Acts 2009, ch. 476, § 5. 


56-6-1005. Written examination — Examination fees — Continuing 
education. 


(a) An individual applying for a crop insurance adjuster license under this 
part shall pass a written examination. The examination shall test the 
knowledge of the individual concerning the duties and responsibilities of a 
limited lines crop adjuster and the insurance laws and regulations of this state. 
Examinations required by this section shall be developed and conducted under 
rules and regulations prescribed by the commissioner. Based on the commis- 
sioner’s decision concerning whether the license shall be a crop-specific loss 
adjuster license or a multi-peril crop adjuster license, the examination shall 
specifically cover the applicable license. If the license is to be a multi-peril crop 
adjuster license, the commissioner may accept the risk management agency- 
approved proficiency test as the basis for such licensure. 

(b) The commissioner may make arrangements, including contracting with 
an outside testing service, for administering examinations and collecting a 
nonrefundable fee in an amount set forth by rule by the commissioner. 

(c) Each individual applying for an examination shall remit a nonrefund- 
able fee as prescribed by the commissioner, in an amount set by rule 
promulgated by the commissioner. 

(d) An individual who fails to appear for the examination as scheduled, or 
fails to pass the examination, shall reapply for an examination and remit all 
required fees and forms before being rescheduled for another examination. 

(e) The commissioner is authorized to establish continuing education re- 
quirements, including a minimum number of required hours as well as 
appropriate curriculum, for persons licensed as crop insurance adjusters under 
this part. 


History. 
Acts 2009, ch. 476, § 6. 


56-6-1006. Maintenance of claims records. 


All insurers that sell crop insurance in this state shall maintain complete 
records of each claim made by a policyholder or on property in this state. These 


333 AGENTS, SOLICITORS AND ADMINISTRATORS 06-6-1101 


records shall be maintained for at least five (5) years after the termination of , 
the closing of the claim and shall be open to examination by the commissioner 
at all times. 


History. 
Acts 2009, ch. 476, § 7 


56-6-1007. Expertise of adjuster sufficient to undertake adjustment of 
claim. 


A crop insurance adjuster shall not undertake the adjustment of any claim, 
if the crop insurance adjuster is not sufficiently competent and knowledgeable 
as to the terms and conditions of the insurance coverage so as to properly 
discharge the duties of a crop insurance adjuster, or that otherwise exceeds the 
crop insurance adjuster’s current expertise. 


History. 
Acts 2009, ch. 476, § 8. 


56-6-1008. Investigations by commissioner. 


The commissioner may make investigations necessary for the proper admin- 
istration of this part. For the purpose of making investigations, the commis- 
sioner shall have inquisitorial powers and shall be empowered to subpoena 
witnesses and examine them under oath. 


History. 
Acts 2009, ch. 476, § 9. 


56-6-1009. Regulations — Licensure fees — Setting of standards for 
licensure — Accounting of fees and costs. 


The commissioner may promulgate regulations as are necessary or proper to 
carry out the purposes of this part. These regulations may include provisions 
relating to the assessment of licensure fees reasonable to defray the costs of 
examinations and testing of crop insurance adjusters. The commissioner may 
also set standards for the maintenance of a crop insurance adjuster license. 
The commissioner shall keep a separate accounting of fees and costs to 
administer this part, and no other fees generated under this chapter shall be 
used to administer this part. 


History. 
Acts 2009, ch. 476, § 10. 


PART 11 
INSURANCE FOR PORTABLE ELECTRONICS 


56-6-1101. Part definitions. 


For purposes of this part: 
(1) “Commissioner” means the commissioner of commerce and insurance; 
(2) “Customer” means a person who purchases portable electronics or 
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services; 

(3) “Department” means the department of commerce and insurance; 

(4) “Enrolled customer” means a customer who elects coverage under a 
portable electronics insurance policy issued to a vendor of portable 
electronics; 

(5) “Location” means any physical location in this state or any web site, 
call center site, or similar location directed to residents of this state; 

(6) “Portable electronics” means electronic devices that are portable in 
nature, the devices’ accessories, and services related to the use of the 
devices; 

(7)(A) “Portable electronics insurance” means insurance providing cover- 

age for the repair or replacement of portable electronics which may 

provide coverage for portable electronics against any one (1) or more of the 
following causes of loss: 

(i) Loss; 

(ii) Theft; 

(iii) Inoperability due to mechanical failure; 

(iv) Inoperability due to malfunction; 

(v) Damage; or 

(vi) Other similar causes of loss. 

(B) “Portable electronics insurance” does not include: 

(i) A service contract or extended warranty providing coverage lim- 
ited to the repair, replacement, or maintenance of property for the 
operational or structural failure of property due to a defect in materials, 
workmanship, accidental damage from handling, power surges, or 
normal wear and tear; 

(ii) A policy of insurance covering a seller’s or a manufacturer’s 
obligations under a warranty; or 

(iii) A homeowner’s, renter’s, private passenger automobile, commer- 
cial multi-peril, or similar policy; 

(8) “Portable electronics transaction” means: 

(A) The sale or lease of portable electronics by a vendor to a customer; 
or 

(B) The sale of a service related to the use of portable electronics by a 
vendor to a customer; 

(9) “Supervising entity” means a business entity that is a licensed 
insurance producer or insurer; and 

(10) “Vendor” means a person in the business of engaging in portable 
electronics transactions directly or indirectly. 


History. the act, which enacted this part. All such rules 
Acts 2011, ch. 312, § 2. and regulations shall be promulgated in accor- 
dance with the Uniform Administrative Proce- 


Compiler’s Notes. dures Act, compiled in title 4, chapter 5. 


Acts 2011, ch. 312, § 11 provided that the 
commissioner is authorized to promulgate rules Section to Section References. 
and regulations to effectuate the purposes of This part is referred to in § 56-6-104. 
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56-6-1102. Requirement to hold a limited lines license to sell or offer 
coverage. 


(a) A vendor is required to hold a limited lines license to sell or offer 
coverage under a policy of portable electronics insurance. A vendor who has 
met the requirements of this part shall be entitled to a limited lines business 
entity producer’s license, without examination, authorizing the vendor to sell 
or offer coverage under a policy of portable electronics insurance. 

(b) A limited lines license issued to a vendor under this section shall 
authorize any employee or authorized representative of the vendor to sell or 
offer coverage under a policy of portable electronics insurance to a customer at 
each location at which the vendor engages in portable electronics transactions. 

(c) In connection with a vendor’s initial application for licensure and at 
renewal, the vendor shall provide a list to the commissioner of all locations in 
this state at which the vendor offers coverage. 

(d) Notwithstanding any law to the contrary, a license issued pursuant to 
this section shall authorize the licensee and its employees or authorized 
representatives to engage in activities permitted in this part. 


History. and regulations shall be promulgated in accor- 
Acts 2011, ch. 312, § 3. dance with the Uniform Administrative Proce- 
Gompileresoee dures Act, compiled in title 4, chapter 5. 
Acts 2011, ch. 312, § 11 provided that the Section to Section References. 
commissioner is authorized to promulgate rules This section is referred to in §§ 56-6-1104, 


and regulations to effectuate the purposes of 56.6-1105. 
the act, which enacted this part. All such rules 


56-6-1103. Availability of brochures or other written materials — Offer 
on periodic basis — Eligibility and underwriting stan- 
dards. 


(a) At every location where portable electronics insurance is offered to 
customers, brochures or other written materials shall be made available to a 
prospective customer that: 

(1) Disclose that portable electronics insurance may provide a duplication 
of coverage already provided by a customer’s homeowner’s insurance policy, 
renter’s insurance policy, or other source of coverage; 

(2) State that the enrollment by the customer in a portable electronics 
insurance program is not required in order to purchase or lease portable 
electronics or services; 

(3) Summarize the material terms of the insurance coverage, including: 

(A) The identity of the insurer; 

(B) The identity of the supervising entity; 

(C) The amount of any applicable deductible and how it is to be paid; 

(D) Benefits of the coverage; and 

(E) Key terms and conditions of coverage such as whether portable 
electronics may be repaired or replaced with similar make and model 
reconditioned or nonoriginal manufacturer parts or equipment; 

(4) Summarize the process for filing a claim, including a description of 
how to return portable electronics and the maximum fee applicable in the 
event the enrolled customer fails to comply with any equipment return 
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requirements; and 

(5) State that the enrolled customer may cancel enrollment for coverage 
under a portable electronics insurance policy at any time and the person 
paying the premium shall receive a refund of any applicable unearned 
premium. 

(b) Notwithstanding any law to the contrary, portable electronics insurance 
may be offered on a month-to-month or other periodic basis as a group or 
master commercial inland marine policy issued to a vendor of portable 
electronics for its enrolled customers. 

(c) Eligibility and underwriting standards for customers electing to enroll in 
coverage shall be established for each portable electronics insurance program. 


History. the act, which enacted this part. All such rules 
Acts 2011, ch. 312, § 4. and regulations shall be promulgated in accor- 
dance with the Uniform Administrative Proce- 


Compiler’s Notes. dures Act, compiled in title 4, chapter 5. 


Acts 2011, ch. 312, § 11 provided that the 
commissioner is authorized to promulgate rules Section to Section References. 
and regulations to effectuate the purposes of This section is referred to in § 56-6-1104. 


56-6-1104. Employees not subject to licensure under certain condi- 
tions. 


(a) Notwithstanding any law to the contrary, the employees and authorized 
representatives of vendors may sell or offer portable electronics insurance to 
customers and shall not be subject to licensure as an insurance producer under 
this part; provided, that: 

(1) The vendor obtains a limited lines license to authorize its employees or 
authorized representatives to sell or offer portable electronics insurance 
pursuant to § 56-6-1102; 

(2) The insurer issuing the portable electronics insurance either directly 
supervises or appoints a supervising entity to supervise the administration 
of the program, including development of a training program for employees 
and authorized representatives of the vendors. The training required by this 
subdivision (a)(2) shall comply with the following: 

(A) The training shall be delivered to employees and authorized repre- 
sentatives of a vendor who are directly engaged in the activity of selling or 
offering portable electronics insurance; 

(B) The training may be provided in electronic form. If the training is 
conducted in an electronic form the supervising entity shall implement a 
supplemental education program regarding portable electronics insurance 
that is conducted and overseen by licensed employees of the supervising 
entity; and 

(C) Each employee and authorized representative shall receive basic 
instruction concerning the portable electronics insurance offered to cus- 
tomers and the disclosures required under § 56-6-1103; 

(3) No employee or authorized representative of a vendor of portable 
electronics shall advertise, represent, or otherwise hold himself or herself 
out as a non limited lines licensed insurance producer; and 

(4) No employee or authorized representative of a vendor shall be com- 
pensated based primarily on the number of customers enrolled for portable 
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electronics insurance coverage; provided, however, that the employee or 
authorized representative may receive compensation for activities under the 
limited lines license which is incidental to his or her overall compensation. 
(b)(1) The charges for portable electronics insurance coverage may be billed 
and collected by the vendor of portable electronics. Any charge to the 
customer for coverage that is not included in the cost associated with the 
purchase or lease of portable electronics or related services shall be sepa- 
rately itemized on the enrolled customer’s bill. If the portable electronics 
insurance coverage is included with the purchase or lease of portable 
electronics or related services the vendor shall clearly and conspicuously 
disclose to the enrolled customer that the coverage is included with the 
purchase or lease of the portable electronics or related services. 

(2) Vendors billing and collecting such charges shall not be required to 
maintain such funds in a segregated account; provided, that the vendor is 
authorized by the insurer to hold such funds in a nonsegregated account and 
remits such amounts to the supervising entity within sixty (60) days of 
receipt. 

(3) All funds received by a vendor from an enrolled customer for the sale 
of portable electronics insurance shall be considered funds held in trust by 
the vendor in a fiduciary capacity for the benefit of the insurer. 

(4) Vendors may receive compensation for billing and collection services. 


History. and regulations to effectuate the purposes of 
Acts 2011, ch. 312, § 5. the act, which enacted this part. All such rules 

t and regulations shall be promulgated in accor- 

a paar eet § 11 provided that the dance with the Uniform Administrative Proce- 


commissioner is authorized to promulgate rules ures Act, compiled in title 4, chapter 5. 


56-6-1105. Violations. 


If a vendor of portable electronics or its employee or authorized representa- 
tive violates this part, the commissioner is authorized to: 

(1) After notice and hearing, impose on a person’s license pursuant to this 
part civil penalties not to exceed five hundred dollars ($500) per violation 
and five thousand dollars ($5,000) in the aggregate for such conduct; and 

(2) After notice and hearing, impose on a person’s license pursuant to this 
part other penalties that the commissioner deems necessary and reasonable 
to carry out the purpose of this part, including: 

(A) Suspending the privilege of transacting portable electronics insur- 
ance pursuant to this part at specific business locations where violations 
have occurred; and 

(B) Suspending or revoking the ability of individual employees or 
authorized representatives to act under a license issued pursuant to 
§ 56-6-1102. 


History. and regulations to effectuate the purposes of 

Acts 2011, ch. 312, § 6. the act, which enacted this part. All such rules 
and regulations shall be promulgated in accor- 
dance with the Uniform Administrative Proce- 
dures Act, compiled in title 4, chapter 5. 


Compiler’s Notes. 
Acts 2011, ch. 312, § 11 provided that the 
commissioner is authorized to promulgate rules 
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56-6-1106. Termination or change in terms and conditions by insurer. 


Notwithstanding any other law to the contrary: 

(1) An insurer may terminate or otherwise change the terms and condi- 
tions of a policy of portable electronics insurance only upon providing the 
policyholder and enrolled customers with at least thirty (30) days’ notice; 

(2) If the insurer changes the terms and conditions, then the insurer shall 
provide the vendor policyholder with a revised policy or endorsement and 
each enrolled customer with a revised certificate, endorsement, updated 
brochure, or other evidence indicating a change in the terms and conditions 
has occurred and a summary of material changes; 

(3) Notwithstanding subdivision (1): 

(A) An insurer may terminate an enrolled customer’s enrollment under 
a portable electronics insurance policy upon fifteen (15) days’ notice for 
discovery of fraud or material misrepresentation in obtaining coverage or 
in the presentation of a claim thereunder; and 

(B) An insurer may immediately terminate an enrolled customer’s 
enrollment under a portable electronics insurance policy: 

(i) For nonpayment of premium; 

(ii) If the enrolled customer ceases to have active service with the 
vendor of portable electronics; or 

(iii) If an enrolled customer exhausts the aggregate limit of liability, 
if any, under the terms of the portable electronics insurance policy and 
the insurer sends notice of termination to the enrolled customer within 
thirty (30) calendar days after exhaustion of the limit. However, if notice 
is not timely sent, enrollment shall continue notwithstanding the 
ageregate limit of liability until the insurer sends notice of termination 
to the enrolled customer; 

(4) If a portable electronics insurance policy is terminated by a policy- 
holder, then the policyholder shall mail or deliver written notice to each 
enrolled customer advising the enrolled customer of the termination of the 
policy and the effective date of termination. The written notice shall be 
mailed or delivered to the enrolled customer at least thirty (30) days prior to 
the termination; and 

(5)(A) Whenever notice by an insurer is required pursuant to this section, 

the notice shall be in writing and may be mailed or delivered to the vendor 

of portable electronics at the vendor’s mailing address and to its affected 
enrolled customers’ last known mailing addresses on file with the insurer; 

(B) If notice is mailed pursuant to this section, then the insurer or 
vendor of portable electronics, as the case may be, shall maintain proof of 
mailing in a form authorized or accepted by the United States postal 
service or other commercial mail delivery service; 

(C) An insurer or vendor policyholder may comply with any notice 
required by this section by providing electronic notice to a vendor or its 
affected enrolled customers, as the case may be, by electronic means. If 
notice is accomplished through electronic means the insurer or vendor of 
portable electronics, as the case may be, shall maintain proof that the 
notice was sent. 
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History. and regulations to effectuate the purposes of 
Acts 2011, ch. 312, § 7. the act, which enacted this part. All such rules 
Gompiler’s Notes. and regulations shall be promulgated in accor- 


Acts 2011, ch. 312, § 11 provided that the dance with the Uniform Administrative Proce- 


commissioner is authorized to promulgate rules “ures Act, compiled in title 4, chapter 5. 


56-6-1107. Licensure. 


(a) A sworn application for a license under this part shall be made to and 
filed with the commissioner on forms prescribed and furnished by the depart- 
ment. 

(b) The application shall: 

(1) Provide the name, residence address, and other information required 
by the department for an individual that is designated by the applicant as 
the individual responsible for the vendor’s compliance with the require- 
ments of this part. Notwithstanding any other law, the individual required 
to be designated by the vendor pursuant to this section and § 56-6-106(b)(2) 
shall not be required to be a principal, officer or employee of the vendor but 
shall be a principal, officer or employee of the supervising entity who holds 
a current producer license in this state; and 

(2) Provide the location of the applicant’s home office. 

(c) Initial licenses issued pursuant to this part shall be valid for a period of 
twenty-four (24) months and expire biennially on March 1 of the renewal year 
assigned by the commissioner. 

(d)(1) Except as provided in subdivision (d)(2), each vendor of portable 

electronics licensed under this part shall pay to the commissioner a fee as 

prescribed by the commissioner, but in no event shall the fee exceed one 
thousand dollars ($1,000) for an initial portable electronics limited lines 
license and five hundred dollars ($500) for each renewal thereof. 

(2) The fee prescribed for a vendor that is engaged in portable electronics 
transactions at ten (10) or fewer locations in this state shall not exceed one 
hundred dollars ($100) for an initial license and for each renewal thereof. 


History. and regulations to effectuate the purposes of 
Acts 2011, ch. 312, § 8. the act, which enacted this part. All such rules 

; and regulations shall be promulgated in accor- 
aaneradd abs apce § 11 provided that the dance with the Uniform Administrative Proce- 


commissioner is authorized to promulgate rules ures Act, compiled in title 4, chapter 5. 


PART 12 
SELF-SERVICE STORAGE INSURANCE 


56-6-1201. Part definitions. 


For purposes of this part: 

(1) “Commissioner” means the commissioner of commerce and insurance 
or the commissioner’s designee; 

(2) “Covered personal property” means personal property covered under 
an occupant’s self-service storage insurance policy; 

(3) “Department” means the department of commerce and insurance; 
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(4) “Enrolled occupant” means an occupant who elects coverage under a 
self-service storage insurance policy issued to an owner; 

(5) “Leased space” means the storage space or spaces at the self-service 
storage facility that is leased or rented to an occupant pursuant to a rental 
agreement; 

(6) “Location” means any physical location in this state or any web site, or 
similar location directed to residents of this state; 

(7) “Occupant” means a person, or a sublessee, successor or assign of such 
person, entitled to the use of leased or rented storage space at a self-service 
storage facility under a rental agreement, to the exclusion of others; 

(8) “Owner” means: 

(A) The owner, operator, lessor or sublessor of a self-service storage 
facility, the agent of such person; or 

(B) Any person authorized by such person to manage the facility or to 
receive rent from an occupant under a rental agreement; 

(9) “Personal property” means movable property not affixed to land and 
includes, but is not limited to, goods, wares, merchandise, household items 
and vehicles; 

(10) “Rental agreement” means any agreement or lease, written or oral, 
that establishes or modifies the terms, conditions, rules or any other 
provisions concerning the use and occupancy of leased or rented storage 
space at a self-service storage facility; 

(11) “Self-service storage facility”: 

(A) Means any real property designed and used for the purpose of 
renting or leasing storage space to occupants who are to have access to 
such space for the purpose of storing and removing personal property; and 

(B) Does not include any part of the real property used for residential 
purposes; 

(12) “Self-service storage insurance”: 

(A) Means insurance which may provide coverage for the repair or 
replacement of covered personal property against any one (1) or more of 
the following causes: 

(i) Loss; 

(ii) Theft; 

(iii) Damage; or 

(iv) Other similar causes of loss; and 

(B) Does not include a homeowner’s, renter’s, private passenger auto- 
mobile, commercial multi-peril or similar policy; 

(13) “Self-service storage transaction” means the lease of self-service 
storage space by an owner to an occupant pursuant to a rental agreement; 

(14) “Supervising entity” means a business entity that is a licensed 
insurance producer or insurer; and 

(15) “Vehicle” means a motor vehicle, a trailer or a semitrailer as defined 
in §§ 55-1-103 and 55-1-105 and a vessel as defined in § 69-9-204. 


History. Code Commission Notes. Acts 2013, ch. 
Acts 2013, ch. 293, § 2. 377, § 1 purported to enact title 56, chapter 6, 
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part 12. Title 56, chapter 6, part 12 was previ- 
ously enacted by Acts 2013, ch. 293, §§ 2-8; 
therefore, the enactment by Acts 2013, ch. 377, 
§ 1 was designated as title 56, chapter 6, part 
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and regulations to effectuate the purposes of 
the act, which enacted this part. All such rules 
and regulations shall be promulgated in accor- 
dance with the Uniform Administrative Proce- 





13 by authority of the code commission. dures Act, compiled in title 4, chapter 5. 


Compiler’s Notes. 
Acts 2013, ch. 298, § 11 provided that the 
commissioner is authorized to promulgate rules 


Section to Section References. 
This part is referred to in § 56-6-104. 


56-6-1202. Requirement to hold a limited lines license to sell or offer 
coverage. 


(a) An owner shall hold a limited lines business entity producer’s license to 
sell or offer coverage under a policy of self-service storage insurance. An owner 
who complies with this part shall be entitled to a limited lines license, without 
examination, authorizing the owner to sell or offer coverage under a policy of 
self-service storage insurance. 

(b) A limited lines license issued to an owner under this section shall 
authorize any employee or authorized representative of the owner to sell or 
offer coverage under a policy of self-service storage insurance to an occupant at 
each location at which the owner engages in self-service storage transactions. 

(c) In connection with an owner’s initial application for licensure and at 
renewal, the owner shall provide a list to the commissioner of all locations in 
this state at which the owner offers coverage. 

(d) Notwithstanding any law to the contrary, a license issued pursuant to 
this section shall authorize the licensee and its employees or authorized 
representatives to engage in activities permitted in this part. 


History. 
Acts 2013, ch. 293, § 3. 


commissioner is authorized to promulgate rules 
and regulations to effectuate the purposes of 
the act, which enacted this part. All such rules 
and regulations shall be promulgated in accor- 
dance with the Uniform Administrative Proce- 
dures Act, compiled in title 4, chapter 5. 


Code Commission Notes. Acts 2013, ch. 
377, § 1 purported to enact title 56, chapter 6, 
part 12. Title 56, chapter 6, part 12 was previ- 
ously enacted by Acts 2013, ch. 293, §§ 2-8; 
therefore, the enactment by Acts 2013, ch. 377, 
§ 1 was designated as title 56, chapter 6, part 
13 by authority of the code commission. 


Section to Section References. 

This section is referred to in §§ 56-6-1204, 
56-6-1205. 
Compiler’s Notes. 

Acts 2013, ch. 293, § 11 provided that the 


56-6-1203. Availability of brochures or other written materials — Offer 
on periodic basis — Eligibility and underwriting stan- 
dards. 


(a) At every location where self-service storage insurance is offered to 

occupants, brochures or other written materials shall be made available that: 

(1) Disclose that self-service storage insurance may provide a duplication 

of coverage already provided by an occupant’s homeowner’s insurance policy, 
renter’s insurance policy or other source of coverage; 

(2) State that the enrollment by the occupant in a self-service storage 
insurance program is not required in order to lease self-service storage 
space; 

(3) Summarize the material terms of the insurance coverage, including: 
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(A) The identity of the insurer; 
(B) The identity of the supervising entity; 
(C) The amount of any applicable deductible and how it is to be paid; 
(D) Benefits of the coverage; and 
(E) Key terms and conditions of coverage such as whether covered 
personal property may be repaired or replaced; 
(4) Summarize the process for filing a claim; and 
(5) State that the enrolled occupant may cancel enrollment for coverage 
under a self-service storage insurance policy at any time and the person 
paying the premium shall receive a refund of any applicable unearned 
premium. 

(b) Self-service storage insurance may only be offered or sold on a periodic 
basis in connection with the rental of leased space at the self-service storage 
facility on a master, corporate, commercial, group, or individual policy basis 
and only with respect to personal property insurance that provides coverage to 
an occupant at the self-service storage facility where the insurance is trans- 
acted for the loss of or damage to stored personal property that occurs at such 
facility. | 

(c) Eligibility and underwriting standards for occupants electing to enroll in 
coverage shall be established for each self-service storage insurance program. 


History. commissioner is authorized to promulgate rules 


Acts 2013, ch. 293, § 4. 


Code Commission Notes. Acts 2013, ch. 
377, § 1 purported to enact title 56, chapter 6, 
part 12. Title 56, chapter 6, part 12 was previ- 
ously enacted by Acts 2013, ch. 293, §§ 2-8; 
therefore, the enactment by Acts 2013, ch. 377, 
§ 1 was designated as title 56, chapter 6, part 
13 by authority of the code commission. 


and regulations to effectuate the purposes of 
the act, which enacted this part. All such rules 
and regulations shall be promulgated in accor- 
dance with the Uniform Administrative Proce- 
dures Act, compiled in title 4, chapter 5. 


Section to Section References. 
This section is referred to in § 56-6-1204. 


Compiler’s Notes. 
Acts 2013, ch. 293, § 11 provided that the 


56-6-1204. Employees not subject to licensure under certain condi- 
tions — Charge for insurance coverage allowed. 


(a) Notwithstanding any law to the contrary, the employees and authorized 
representatives of an owner may sell or offer self-service storage insurance to 
occupants and shall not be subject to licensure as an insurance producer under 
this part; provided, that: 

(1) The owner obtains a limited lines license to authorize its employees or 
authorized representatives to sell or offer self-service storage insurance 
pursuant to § 56-6-1202; 

(2) The insurer issuing the self-service storage insurance either directly 
supervises or appoints a supervising entity to supervise the administration 
of the program, including development of a training program for employees 
and authorized representatives of the owner. The training required by this 
subdivision (a)(2) shall comply with the following: 

(A) The training shall be delivered to employees and authorized repre- 
sentatives of an owner who are directly engaged in the activity of selling 
or offering self-service storage insurance; 
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(B) The training may be provided in electronic form. If the training is 
conducted in an electronic form, the supervising entity shall implement a 
supplemental education program regarding self-service storage insurance 
that is conducted and overseen by the supervising entity; and 
(C) Each employee and authorized representative shall receive basic 
instruction concerning the self-service storage insurance offered to cus- 

tomers and the disclosures required under § 56-6-1203; 

(3) No employee or authorized representative of an owner of self-service 
storage space shall advertise, represent or otherwise hold themselves out as 
a nonlimited lines licensed insurance producer; and 

(4) No employee or authorized representative of an owner shall be 
compensated based primarily on the number of occupants enrolled for 
self-service storage coverage; provided, however, the employee or authorized 
representative may receive compensation for activities under the limited 
lines license which is incidental to overall compensation. 

(b)(1) The charge for self-service storage insurance coverage may be as- 
sessed and collected by the owner; provided, however, that such charge shall 
be a separate item within or an addendum to a rental agreement. 

(2) Owners assessing and collecting such charges shall not be required to 
maintain such funds in a segregated account; provided, the owner is 
authorized by the insurer to hold such funds in a nonsegregated account and 
remits such amounts to the supervising entity within sixty (60) days of 
receipt. 

(3) All funds received by an owner from an enrolled occupant for the sale 
of self-service storage insurance shall be considered funds held in trust by 
the owner in a fiduciary capacity for the benefit of the insurer. 

(4) Owners may receive compensation for assessing and collection ser- 
vices. 








History. 
Acts 2013, ch. 2938, § 5. 


Code Commission Notes. Acts 2013, ch. 
377, § 1 purported to enact title 56, chapter 6, 
part 12. Title 56, chapter 6, part 12 was previ- 
ously enacted by Acts 2013, ch. 293, §§ 2-8; 
therefore, the enactment by Acts 2013, ch. 377, 
§ 1 was designated as title 56, chapter 6, part 
13 by authority of the code commission. 


56-6-1205. Violations. 


Compiler’s Notes. 

Acts 2013, ch. 298, § 11 provided that the 
commissioner is authorized to promulgate rules 
and regulations to effectuate the purposes of 
the act, which enacted this part. All such rules 
and regulations shall be promulgated in accor- 
dance with the Uniform Administrative Proce- 
dures Act, compiled in title 4, chapter 5. 


lf an owner or its employee or authorized representative violates this part, 


the commissioner is authorized to: 


(1) After notice and hearing, impose on a person licensed pursuant to this 
part civil penalties not to exceed five hundred dollars ($500) per violation 
and five thousand dollars ($5,000) in the aggregate for such conduct; and 

(2) After notice and hearing, impose on a person licensed pursuant to this 
part other penalties that the commissioner deems necessary and reasonable 
to carry out the purpose of this part, including: 

(A) Suspending the privilege of transacting self-service storage insur- 
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ance pursuant to this part at specific business locations where violations 


have occurred; and 


(B) Suspending or revoking the authority of individual employees or 
authorized representatives to act under a license issued pursuant to 


§ 56-6-1202. 


History. 
Acts 2013, ch. 293, § 6. 


Code Commission Notes. Acts 2013, ch. 
377, § 1 purported to enact title 56, chapter 6, 
part 12. Title 56, chapter 6, part 12 was previ- 
ously enacted by Acts 2013, ch. 2938, §§ 2-8; 
therefore, the enactment by Acts 2013, ch. 377, 
§ 1 was designated as title 56, chapter 6, part 
13 by authority of the code commission. 


Compiler’s Notes. 

Acts 2013, ch. 293, § 11 provided that the 
commissioner is authorized to promulgate rules 
and regulations to effectuate the purposes of 
the act, which enacted this part. All such rules 
and regulations shall be promulgated in accor- 
dance with the Uniform Administrative Proce- 
dures Act, compiled in title 4, chapter 5. 


56-6-1206. Termination or change in terms and conditions by insurer. 


Notwithstanding any other law to the contrary: 

(1) An insurer may terminate or otherwise change the terms and condi- 
tions of a policy of self-service storage insurance only upon providing the 
policyholder and enrolled occupants with at least thirty (30) days written 
notice; 

(2) Ifthe insurer changes the terms and conditions, then the insurer shall 
provide the owner with a revised policy or endorsement and each enrolled 
occupant with a revised certificate, endorsement, updated brochure or other 
evidence indicating a change in the terms and conditions has occurred and 
a summary of material changes; 

(3) Notwithstanding subdivision (1): 

(A) An insurer may terminate an enrolled occupant’s enrollment under 

a self-service storage insurance policy upon fifteen (15) days written notice 

for discovery of fraud or material misrepresentation in obtaining coverage 

or in the presentation of a claim thereunder; and 
(B) An insurer may immediately terminate an enrolled occupant’s 
enrollment under a self-service storage insurance policy: 
(i) For nonpayment of premium; 
(ii) If the enrolled occupant ceases to have active business with the 
owner; or 
(iii) If an enrolled occupant exhausts the aggregate limit of liability, if 
any, under the terms of the self-service storage insurance policy and the 
insurer sends written notice of termination to the enrolled occupant 
within thirty (30) calendar days after exhaustion of the limit; provided, 
however, that if notice is not timely sent, enroliment shall continue 
notwithstanding the aggregate limit of liability until the insurer sends 
written notice of termination to the enrolled occupant; 

(4) If a self-service storage insurance policy is terminated by a policy- 
holder, then the policyholder shall mail or deliver written notice to each 
enrolled occupant advising the enrolled occupant of the termination of the 
policy and the effective date of termination. The written notice shall be 
mailed or delivered to the enrolled occupant at least thirty (30) days prior to 
the termination; and 
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(5)(A) Whenever notice by an insurer is required pursuant to this section, 
the notice shall be in writing and may be mailed or delivered to the owner 
at the owner’s mailing address and to its affected enrolled occupants’ last 
known mailing addresses on file with the insurer; 

(B) If notice is mailed pursuant to this section, then the insurer or 
owner, as the case may be, shall maintain proof of mailing in a form 
authorized or accepted by the United States postal service or other 
commercial mail delivery service; 

(C) An insurer or owner may comply with any notice required by this 
section by providing electronic notice to an owner or its affected enrolled 
occupants, as the case may be, by electronic means. If notice is accom- 
plished through electronic means, the insurer or owner, as the case may 
be, shall maintain proof that the notice was sent. 


History. 
Acts 2013, ch. 293, § 7. 


Code Commission Notes. Acts 2013, ch. 
377, § 1 purported to enact title 56, chapter 6, 
part 12. Title 56, chapter 6, part 12 was previ- 
ously enacted by Acts 2013, ch. 293, §§ 2-8; 
therefore, the enactment by Acts 2013, ch. 377, 
§ 1 was designated as title 56, chapter 6, part 
13 by authority of the code commission. 


56-6-1207. Licensure. 


Compiler’s Notes. 

Acts 2013, ch. 293, § 11 provided that the 
commissioner is authorized to promulgate rules 
and regulations to effectuate the purposes of 
the act, which enacted this part. All such rules 
and regulations shall be promulgated in accor- 
dance with the Uniform Administrative Proce- 
dures Act, compiled in title 4, chapter 5. 


(a) A sworn application for a license under this part shall be made to and 
filed with the commissioner on forms prescribed and furnished by the depart- 


ment. 
(b) The application shall: 


(1) Provide the name, residence address and other information required 
by the department for an individual that is designated by the applicant as 
the individual responsible for the owner’s compliance with this part and the 
name of the principal, officer, employee, or representative who holds a 
current producer license in this state; and 

(2) Provide the location of the applicant’s home office. 

(c) Initial licenses issued pursuant to this part shall be valid for a period of 
twenty-four (24) months and expire biennially on March 1 of the renewal year 
assigned by the commissioner. 

(d)(1) Except as provided in subdivision (d)(2), each owner licensed under 
this part shall pay to the commissioner a fee as prescribed by the commis- 
sioner, but in no event shall the fee exceed one thousand dollars ($1,000) for 
an initial self-service storage limited lines license and five hundred dollars 
($500) for each renewal. 

(2) The fee prescribed for an owner that is engaged in self-service storage 
transactions at ten (10) or fewer locations in this state shall not exceed one 
hundred dollars ($100) for an initial license and for each renewal. 


History. 
Acts 2013, ch. 293, § 8. 


Code Commission Notes. Acts 2013, ch. 
377, § 1 purported to enact title 56, chapter 6, 


56-6-1301 


part 12. Title 56, chapter 6, part 12 was previ- 
ously enacted by Acts 2013, ch. 293, §§ 2-8; 
therefore, the enactment by Acts 2013, ch. 377, 
§ 1 was designated as title 56, chapter 6, part 
13 by authority of the code commission. 


Compiler’s Notes. 
Acts 2013, ch. 293, § 11 provided that the 
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commissioner is authorized to promulgate rules 
and regulations to effectuate the purposes of 
the act, which enacted this part. All such rules 
and regulations shall be promulgated in accor- 
dance with the Uniform Administrative Proce- 
dures Act, compiled in title 4, chapter 5. 


PART 13 
NAVIGATORS FOR HEALTH CARE EXCHANGES 


56-6-1301. Part definitions. 
For purposes of this part: 


(1) “Commissioner” means the commissioner of commerce and insurance; 
(2) “Exchange” means any health benefit exchange established or operat- 
ing in this state, including any exchange established or operated by the 
United States department of health and human services; and 
(3) “Navigator” means any person, other than an insurance producer, or a 
hospital licensed in this state under title 68 or title 33, who: 
(A) Receives any funding, directly or indirectly, from an exchange, this 
state or the federal government to perform any of the activities and duties 


identified in 42 U.S.C. § 180314); 


(B) Facilitates enrollment of individuals or employers in health plans or 
public insurance programs offered through an exchange; 
(C) Conducts public education or consumer assistance activities for, or 


on behalf of, an exchange; or 


(D) Is described or designated by an exchange, this state or the United 
States department of health and human services, or could reasonably be 
described or designated as, a navigator, an in-person assister, enrollment 
assister, application assister or application counselor. 


History. 
Acts 2018, ch. 377, § 1; 2014, ch. 660, § 1. 


Code Commission Notes. Acts 2013, ch. 
377, § 1 purported to enact title 56, chapter 6, 
part 12. Title 56, chapter 6, part 12 was previ- 
ously enacted by Acts 2013, ch. 293, §§ 2-8; 
therefore, the enactment by Acts 2013, ch. 377, 
§ 1 was designated as title 56, chapter 6, part 
13 by authority of the code commission. 


Compiler’s Notes. 
For the Preamble to the act concerning the 


regulation of navigators in the implementation 
of the Patient Protection and Affordable Care 
Act regarding health insurance exchanges, 
please refer to Acts 2013, ch. 377. 


Law Reviews. 

Eat Your Broccoli: The Affordable Care Act Is 
a Valid Exercise of Congress’s War Power, 43 U. 
Mem. L. Rev. 639 (2013). 

Thou Shalt Opt Out: Reforming the Religious 
Conscience Exemption from Social Security 
and the Affordable Care Act Based on State 
Experience, 43 U. Mem. L. Rev. 659 (2013). 


56-6-1302. Prohibition against navigator selling, soliciting or negoti- 
ating policy of insurance. 


No navigator shall sell, solicit or negotiate any policy of insurance, either 


within or outside of an exchange. 


History. 
Acts 2013, ch. 377, § 1. 


Code Commission Notes. Acts 2013, ch. 
377, § 1 purported to enact title 56, chapter 6, 
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part 12. Title 56, chapter 6, part 12 was previ- 
ously enacted by Acts 2013, ch. 293, §§ 2-8; 
therefore, the enactment by Acts 2013, ch. 377, 
§ 1 was designated as title 56, chapter 6, part 
13 by authority of the code commission. 


Compiler’s Notes. 
For the Preamble to the act concerning the 


AGENTS, SOLICITORS AND ADMINISTRATORS 


56-6-1305 


regulation of navigators in the implementation 
of the Patient Protection and Affordable Care 
Act regarding health insurance exchanges, 
please refer to Acts 2013, ch. 377. 


56-6-1303. Commissioner’s authority to issue cease and desist order or 
to seek injunction against navigator. 


The commissioner may: 


(1) Issue a cease and desist order to a navigator for violating state or 
federal law pertaining to an exchange; and 

(2) Seek injunctive relief against a navigator acting in violation of state or 
federal law pertaining to an exchange. 


History. 
Acts 2018, ch. 377, § 1. 


Code Commission Notes. Acts 2013, ch. 
377, § 1 purported to enact title 56, chapter 6, 
part 12. Title 56, chapter 6, part 12 was previ- 
ously enacted by Acts 2013, ch. 293, §§ 2-8; 
therefore, the enactment by Acts 2013, ch. 377, 
§ 1 was designated as title 56, chapter 6, part 
13 by authority of the code commission. 


56-6-1304. Rules and regulations. 


Compiler’s Notes. 

For the Preamble to the act concerning the 
regulation of navigators in the implementation 
of the Patient Protection and Affordable Care 
Act regarding health insurance exchanges, 
please refer to Acts 2013, ch. 377. 


The commissioner may promulgate such rules and regulations as may be 
necessary or appropriate to regulate the activities of navigators as may be 
consistent with the Patient Protection and Affordable Care Act (42 U.S.C. 


§ 18011 et seq.). 


History. 
Acts 2018, ch. 377, § 1. 


Code Commission Notes. Acts 2013, ch. 
377, § 1 purported to enact title 56, chapter 6, 
part 12. Title 56, chapter 6, part 12 was previ- 
ously enacted by Acts 2013, ch. 293, §§ 2-8; 
therefore, the enactment by Acts 2013, ch. 377, 
§ 1 was designated as title 56, chapter 6, part 
13 by authority of the code commission. 


56-6-1305. Severability. 


Compiler’s Notes. 

For the Preamble to the act concerning the 
regulation of navigators in the implementation 
of the Patient Protection and Affordable Care 
Act regarding health insurance exchanges, 
please refer to Acts 2013, ch. 377. 


If any provision of this part or the application thereof to any person or 
circumstance is held invalid, such invalidity shall not affect other provisions or 
applications of the part which can be given effect without the invalid provision 
or application, and to that end the provisions of this part are declared to be 
severable. 


Code Commission Notes. Acts 2013, ch. 
377, § 1 purported to enact title 56, chapter 6, 


History. 
Acts 2013, ch. 377, § 1. 


56-6-1401 


part 12. Title 56, chapter 6, part 12 was previ- 
ously enacted by Acts 20138, ch. 293, §§ 2-8; 
therefore, the enactment by Acts 2013, ch. 377, 
§ 1 was designated as title 56, chapter 6, part 
13 by authority of the code commission. 


Compiler’s Notes. 
For the Preamble to the act concerning the 
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regulation of navigators in the implementation 
of the Patient Protection and Affordable Care 
Act regarding health insurance exchanges, 
please refer to Acts 2013, ch. 377. 


PART 14 


TRAVEL INSURANCE PRODUCER LIMITED LICENSE 
ACT 


56-6-1401. Short title. 


This part shall be known and may be cited as the “Travel Insurance Producer 


Limited License Act.” 


History. 
Acts 2015, ch. 460, § 3. 


56-6-1402. Part definitions. 
As used in this part: 


Section to Section References. 
This part is referred to in § 56-6-121. 


(1) “Commissioner” means the commissioner of commerce and insurance; 
(2) “Designated responsible producer” or “DRP” means a person desig- 


nated by a_ travel 
§ 56-6-1403(a)(2)(C); 


insurance 


supervising entity pursuant to 


(3) “Insurer” has the same meaning as defined in § 56-6-102; 

(4) “Limited lines travel insurance producer” means an individual or 
business entity that has met the requirements of § 56-6-110 and may also be 
approved as a travel insurance supervising entity; 

(5) “Offer and disseminate” means providing general information, includ- 
ing a description of the coverage and price, as well as processing the 
application, collecting premiums, and performing other lawful nonlicensable 


activities; 
(6) “Travel insurance”: 


(A) Means insurance coverage for personal risks incident to planned 
travel, including, but not limited to: 
(i) Interruption or cancellation of a trip or event; 
(ii) Loss of baggage or personal effects; 
(iii) Damages to accommodations or rental vehicles; or 
(iv) Sickness, accident, disability, or death occurring during travel; 


and 


(B) Does not include major medical plans that provide comprehensive 
medical protection for travelers with trips lasting six (6) months or longer, 
including those working overseas as expatriates or deployed military 


personnel; 


(7) “Travel insurance supervising entity” means an individual or business 
entity that receives a license pursuant to § 56-6-1403(a)(2) and is a: 
(A) Licensed managing general agent, as defined in § 56-6-502; or 
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(B) Licensed insurance producer, including a limited lines producer; 
and 
(8) “Travel retailer” means a business entity that makes, arranges, or 
offers travel services and may offer and disseminate travel insurance as a 
service to its customers on behalf of and under the direction of a travel 
insurance supervising entity. 


History. 
Acts 2015, ch. 460, § 3. 


56-6-1403. Limited lines travel insurance producer license — Travel 
insurance supervising entity license — Brochures for pro- 
spective purchasers — Prohibited acts of nonlicensed 
employees or representatives. 


(a) Notwithstanding any other law to the contrary: 

(1) Pursuant to the Tennessee Insurance Producer Licensing Act of 2002, 
compiled in part 1 of this chapter, the commissioner may issue to an 
individual or business entity that has filed with the commissioner an 
application in a form and manner prescribed by the commissioner, a limited 
lines travel insurance producer license, which authorizes the limited lines 
travel insurance producer to sell, solicit, or negotiate travel insurance 
through a licensed insurer; 

(2) Pursuant to this chapter, the commissioner may issue a travel insur- 
ance supervising entity license to an individual or business entity that has 
filed with the commissioner an application in a form and manner prescribed 
by the commissioner, which authorizes the travel insurance supervising 
entity to sell, solicit, or negotiate travel insurance through a travel retailer 
only if the following conditions are met: 

(A) The travel insurance supervising entity or travel retailer provides 
to purchasers of travel insurance: 

(i) Adescription of the material terms or the actual material terms of 
the insurance coverage; 

(ii) A description of the process for filing a claim; 

(iii) A description of the review or cancellation process for the travel 
insurance policy; and 

(iv) The identity and contact information of the insurer and limited 
lines travel insurance producer; 

(B) At the time of licensure, the travel insurance supervising entity 
establishes and maintains a register, in a form prescribed by the commis- 
sioner, of each travel retailer that offers travel insurance on the travel 
insurance supervising entity’s behalf. The register shall be maintained 
and updated annually by the travel insurance supervising entity and shall 
include the name, address, and contact information of the travel retailer 
and an officer or person who directs or controls the travel retailer’s 
operations, and the travel retailer’s federal tax identification number. The 
travel insurance supervising entity shall submit the register to the 
department of commerce and insurance upon reasonable request. The 
travel insurance supervising entity shall also certify that the travel 
retailer register complies with 18 U.S.C. § 1033; 
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(C) The travel insurance supervising entity has designated one (1) of its 
employees who is a licensed individual producer as the designated 
responsible producer (DRP) responsible for the travel insurance supervis- 
ing entity’s compliance with the travel insurance laws and rules of this 
state; 

(D) The commissioner finds that the DRP, president, secretary, trea- 
surer, and any other officer or person who directs or controls the travel 
insurance supervising entity’s insurance operations have not committed 
any act that is a ground for denial, suspension, or revocation set forth in 
§ 56-6-112; 

(E) The travel insurance supervising entity has paid all applicable 
insurance producer licensing fees as set forth in § 56-6-121; and 

(F) The travel insurance supervising entity requires each employee and 
authorized representative of the travel retailer whose duties include 
offering and disseminating travel insurance to receive a program of 
instruction or training, which may be subject to review by the commis- 
sioner. The training material shall, at a minimum, contain instructions on 
the types of insurance offered, ethical sales practices, and required 
disclosures to prospective customers; 

(3) The initial license issued to a travel insurance supervising entity 
pursuant to subdivision (a)(2) shall be valid for a period of twelve (12) 
months and expire annually on March 1; and 

(4) Travel insurance supervising entities, and those registered under 
their licenses, are exempt from examination, prelicensing, and continuing 
education requirements under this part. 

(b) Any travel retailer offering or disseminating travel insurance shall make 
available to prospective purchasers brochures or other written materials that: 

(1) Provide the identity and contact information of the insurer and the 
travel insurance supervising entity; 

(2) Explain that the purchase of travel insurance is not required in order 
to purchase any other product or service from the travel retailer; and 

(3) Explain that an unlicensed travel retailer is permitted to provide 
general information about the insurance offered by the travel retailer, 
including a description of the coverage and price, but is not qualified or 
authorized to answer technical questions about the terms and conditions of 
the insurance offered by the travel retailer or to evaluate the adequacy of the 
customer’s existing insurance coverage. 

(c) A travel retailer’s employees or authorized representatives who are not 
licensed as insurance producers shall not: 

(1) Evaluate or interpret the technical terms, benefits, and conditions of 
the offered travel insurance coverage; 

(2) Evaluate or provide advice concerning a prospective purchaser’s 
existing insurance coverage; or 

(3) Hold themselves out as licensed insurers, licensed producers, or 
insurance experts. 


History. Section to Section References. 
Acts 2015, ch. 460, § 3. This section is referred to in §§ 56-6-1402, 
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56-6-1404. 


56-6-1404. Registered travel retailer authorized to offer and dissemi- 
nate travel insurance on behalf of travel insurance super- 
vising entity. 


Notwithstanding any other law, a travel retailer whose insurance-related 
activities, and those of its employees and authorized representatives, are 
limited to offering and disseminating travel insurance on behalf of and under 
the direction of a travel insurance supervising entity meeting the conditions 
stated in this part, is authorized to do so and receive related compensation for 
such services, upon registration by the travel insurance supervising entity 
pursuant to § 56-6-1403(a)(2)(B). 


History. 
Acts 2015, ch. 460, § 3. 


56-6-1405. Travel insurance authorized as individual policy or under 
group or master policy. 


Travel insurance may be provided under an individual policy or under a 
group or master policy. 


History. 
Acts 2015, ch. 460, § 3. 


56-6-1406. Responsibility of travel insurance supervising entity. 


As the insurer designee, the travel insurance supervising entity is respon- 
sible for the acts of the travel retailer and shall use reasonable means to ensure 
compliance by the travel retailer with this part. 


History. 
Acts 2015, ch. 460, § 3. 


56-6-1407. Actions by commissioner for violation of part. 


(a) The commissioner may take any action or combination of actions 
authorized pursuant to § 56-2-305 or § 56-6-112 against any limited lines 
travel insurance producer, travel insurance supervising entity, or travel 
retailer licensed or approved pursuant to this part. 

(b) If the commissioner determines that a travel retailer or a travel 
retailer’s employee has violated this part or any other provision of this title, the 
commissioner may: 

(1) Direct the travel insurance supervising entity to implement a correc- 
tive action plan with the travel retailer; or 

(2) Direct the travel insurance supervising entity to revoke the authori- 
zation of the travel retailer to transact travel insurance on its behalf and 
under its license and to remove the travel retailer’s name from its register. 

(c) If the commissioner determines that a travel retailer or a travel retailer’s 
employee has violated this part or any other provision of this title, the 
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commissioner, after notice and hearing, may take any actions authorized 
pursuant to § 56-2-305 or § 56-6-112. 


History. 


Acts 2015, ch. 460, § 3. 


Section 


56-7-101. 
56-7-102. 
56-7-103. 
56-7-104. 
56-7-105. 


56-7-106. 
56-7-107. 


56-7-108. 
56-7-109. 
56-7-110. 


56-7-111. 
56-7-112. 
56-7-113. 


56-7-114. 
56-7-115. 
56-7-116. 
56-7-117. 
56-7-118. 
56-7-119. 
56-7-120. 
56-7-121. 
56-7-122. 
56-7-123. 
56-7-124. 
56-7-125. 


56-7-126. 
56-7-127. 


56-7-128. 
56-7-129. 
56-7-130. 
56-7-131. 
56-7-132. 
56-7-133. 


56-7-134. 
56-7-135. 


56-7-201. 


56-7-202. 
56-7-203. 


CHAPTER 7 
POLICIES AND POLICYHOLDERS 


Part 1. General Provisions 


Contract of insurance — Definition — Restrictions and limitations — Exceptions. 

Policies to contain entire contract — Exceptions — Construed as Tennessee contracts. 

Misrepresentation or warranty will not void policy — Exceptions. 

Hostilities shall not invalidate policy. 

Additional liability upon insurers and bonding companies for bad-faith failure to pay 
promptly. 

Liability of policyholders when action not brought in good faith. 

Suit on certificate issued under group insurance policy — Copy of policy attached to 
defendant’s answer. 

Mortality tables. 

Definitions — Timely reimbursement of health insurance claims. 

Part definitions — Correction of payment errors — Retroactive denial of reimburse- 
ments. 

Property or casualty insurance — General contractor as a payee. 

Deferred individual annuity contracts — Minimum guaranteed surrender value. 

Inquiry by homeowner’s insurance policyholder not grounds for premium increase or 
cancellation of policy — Communications necessitating investigation — Violation 
constitutes unfair trade practice. 

[Transferred.] 

Medical health care liability insurance — Availability for all classifications of practice. 

[Transferred.] 

Required use of mail-order pharmacy prohibited. 

Notice of premium increase. 

Excuse for absence of employee or student. 

Assignment of benefits to health care provider. 

Exclusion of coverage. 

Disclosure of agreements to limit services permitted. 

Policies to be in English — Language of promotional material. 

Release of information relating to physical or mental health of patient. 

Written statement of rights for personal lines fire or homeowners insurance policyhold- 
ers. 

Duty of pharmacy benefits manager — Health insurance under TennCare program. 

Major medical insurance coverage for a catastrophic illness requiring in-patient 
hospital care. 

[Obsolete.] 

Subrogation of claims for damage caused by explosives. 

Sinkhole losses. 

Advanced payments — Prior to trial. 

Successor coverage health claims. 

Provision in policy of group accident and health insurance requiring notification when 
person covered under group policy ceases to be covered. 

Medical records release authorization. 

Rebuttable presumption. 


Part 2. General Provisions — Life Insurance 


Life insurance payable to surviving spouse and children — Effect of proceeds being 
payable to estate. 

Insurance on married person’s life, effected by spouse, not liable to debts of insured. 

Life insurance or annuity for or assigned to spouse or children or dependent relatives 
exempt from claims of creditors. 
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Section 

56-7-204. Assignment of life insurance policy as security for loan. 
56-7-205. Life insurance — Restrictions on deposits. 

56-7-206. Life insurance — Proof of death for small policies. 

56-7-207. Refusal for sickle cell trait or hemoglobin C trait prohibited. 











56-7-301 


56-7-305. 
56-7-306. 
56-7-307. 
56-7-308. 
56-7-309. 
56-7-310. 
56-7-311. 
56-7-312. 
56-7-313. 
56-7-314. 


56-7-315. 


56-7-401. 


56-7-501. 
56-7-502. 
56-7-503. 


56-7-601. 


56-7-701. 
56-7-702. 
56-7-703. 
56-7-704. 
56-7-705. 
56-7-706. 
56-7-707. 
56-7-708. 


56-7-709. 


56-7-801. 


56-7-802. 
56-7-803. 
56-7-804. 


56-7-901. 
56-7-902. 


Part 3. Life Insurance Policies 


— 56-7-304. [Transferred.] 

Submission to commissioner for approval. 

Revocation of license for violation of § 56-7-305 or § 56-7-2310. 

[Transferred.] 

Provisions in life insurance policies issued by foreign companies — Provisions in foreign 
policies of domestic companies. 

Life insurance — Policies for one-year preliminary term insurance — Reserve value. 

Policies exemptions. 

“Company” defined. 

Stipulated form of insurance or cash equal to net reserve upon default. 

Certain provisions as to defaulted policies, loans and reserves cannot be waived. 

Purchase or assignment of life insurance by charitable organization — Date of insurable 
interest. 

Interest payable after receipt of claim. 


Part 4. Standard Nonforfeiture Law 
Standard nonforfeiture law. 
Part 5. Contingent and Mortality Contracts 


Contingent or mortality contracts — Dividing policyholders or members into classes and 
paying benefits to oldest member of class prohibited — Exceptions. 

Contingent and mortality endowment contracts — Promising particular number or 
position in class or to division to policyholder prohibited — Penalty. 

Commissioner to make orders for enforcement of contingent and mortality endowment 
contracts. 


Part 6. Affordable Health Insurance for the Uninsured. [Obsolete] 
[Obsolete.] 
Part 7. Industrial Insurance 


“Industrial life insurance” defined. 

Definitions — Provisions required in all industrial life insurance policies. 

Industrial life insurance policies to which preceding section inapplicable — Provisions 
in addition to other requirements. 

Provisions in industrial life insurance policies more favorable to policyholder permis- 
sible. 

Misrepresentations as to terms, benefits, or advantages of industrial life, health or 
accident insurance policies forbidden — “Industrial insurance” defined. 

Premiums or assessments for industrial or fraternal insurance not to be received after 
insolvency. 

Industrial or fraternal insurance policies or certificates not to be issued to unhealthy 
persons. 

Fraudulent statements in application or claim under industrial or fraternal insurance 
forbidden. | 

Penalty for violation of §§ 56-7-705 — 56-7-708. 


Part 8. Fire Insurance 


Inspection of property insured against fire — No insurance exceeding fair value of 
property. 

Measure of damages for loss by fire — Insured reimbursed for excess premiums. 

Measure of damages in case of agent’s failure to inspect property. 

Policies protecting trustees, mortgagees, assignees and like parties. 


Part 9. Credit Life and Health Insurance 


Credit health and accident insurance. 
Compensation to creditors. 


Section 

56-7-903. 
56-7-904. 
56-7-905. 
56-7-906. 


56-7-907. 
56-7-908. 
56-7-909. 
56-7-910. 
56-7-911. 
56-7-912. 
56-7-913. 
56-7-914. 


56-7-1001. 
56-7-1002. 


56-7-1002. 


56-7-1003. 
56-7-1004. 


56-7-1005. 
56-7-1006, 
56-7-1008. 
56-7-1009. 


56-7-1010. 
56-7-1011, 
56-7-1013. 
56-7-1014. 


56-7-1015. 
56-7-1016. 
56-7-1017. 


56-7-1101. 
56-7-1102. 
56-7-1103. 
56-7-1104. 
56-7-1105. 
56-7-1106. 
56-7-1107. 
56-7-1108. 
56-7-1109. 
56-7-1110. 


56-7-1111. 


56-7-1112. 
56-7-1113. 
56-7-1114. 


56-7-1115. 
56-7-1116. 
56-7-1117. 
56-7-1118. 


56-7-1119. 


INSURANCE 354 


Applicability of credit life insurance provisions. 

Definitions. 

Credit life insurance policies — Prohibitions — Prerequisites — Filings — Reports. 

Evidence of insurance — Contents — Exclusions — Notice of termination — Text — 
Dividends. 

Initial amount — Commencement and term of insurance — Discharge of indebtedness. 

Rates and premiums. 

Termination of insurance — Refunds and charges. 

Claims — Verification of premiums and payments. 

Reserves. 

Powers and duties of commissioner. 

Advisory committee on credit life insurance rates. 

Annual declaration concerning compensation to creditors. 


Part 10. Health and Accident Insurance 


Credentialing and contracting of health care providers by health insurance entities. 

Telehealth services. [Effective until January 1, 2017. See version effective on January 
1, 2017.] 

Telehealth services. [Effective on January 1, 2017. See version effective until January 
1, 2017.] 

[Expired.] 

Managed health insurer prohibited from contacting patient of physician’s practice to 
change referral for services to another provider — Exceptions — Civil penalty — 
Applicability. 

State mandated health benefits — Applicability. 

56-7-1007. [Transferred.] 

Uniform claim forms authorized. 

Health care provider credentialing applications from the Council on Affordable Quality 
Healthcare (CAQH). 

Jurisdiction over insurers. 

56-7-1012. [Transferred.] 

Access to health carriers’ payment policies — Rules — Fee Schedules. 

Protocols and procedures for reimbursing physicians employed by federally qualified 
health centers — Expedited credentialing process. 

Reimbursement for anatomic pathology services. 

Tennessee Health Freedom Act. 

Prohibition against a dental insurance plan from requiring a participating dentist to 
provide services to covered individuals at a fee set by the plan. 


Part 11. General Provisions — Auto Insurance 


Priority and applicability of coverages. 

Automobile liability insurance — Noncancellable and guaranteed renewable policies. 

Motor vehicle liability — Applicability of sections. 

Requiring whereabouts of insured. 

Liability for failure to comply. 

Collision insurance purchased as a condition to financing automobile purchase. 

Accident prevention course for older drivers — Reductions in premiums. 

Personal automobile insurance of municipal, county, and state employees. 

Effect of accidents on premiums. 

Insurance coverage or collision damages waivers for rental cars. 

Antique automobiles — Valuation. 

Coverage of foreign exchange student. 

Automobile glass replacement or repair — Legislative findings. 

Automobile glass replacement or repair — Fraudulent and deceptive practices — 
Damages. 

Automobile glass replacement or repair — Payment of claims. 

Automobile glass replacement or repair — Violations — Remedies. 

Intentional acts or omissions of vehicle owners. 

Compliance of automobile liability insurers with requirements of James Lee Atwood Jr. 
Law. ' 
Exclusion of coverage to owner or operator while logged onto transportation network 

company’s digital network or providing a prearranged ride. 
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Section 


. §6-7-1201. 
56-7-1202. 
56-7-1203. 
56-7-1204. 
56-7-1205. 
56-7-1206. 


56-7-1301. 
56-7-1302. 
56-7-1303. 
56-7-1304. 
56-7-1305. 


56-7-1401. 
56-7-1402. 
56-7-1403. 
56-7-1404. 
56-7-1405. 
56-7-1406. 
56-7-1407. 


56-7-1501. 
56-7-1502. 
56-7-1503. 


56-7-1504. 
56-7-1505. 
56-7-1506. 
56-7-1507. 
56-7-1508. 
56-7-1509. 


56-7-1601. 
56-7-1602. 
56-7-1603. 
56-7-1604. 
56-7-1605. 
56-7-1606. 
56-7-1607. 
56-7-1608. 
56-7-1609. 


56-7-1701. 
56-7-1702. 


56-7-1801. 
56-7-1802. 
56-7-1803. 
56-7-1804. 


56-7-1805. 


56-7-1806. 
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Part 12. Uninsured Motor Vehicle Coverage 


Requirements and types of coverage — Presumptions — Limitations of liability. 
“Uninsured motor vehicle” defined — Coverage of government vehicles. 
Insolvency protection limitation — More favorable protection not precluded. 
Payment by insurer — Subrogation. 

Minimum policy limits not increased. 

Service of process — Actions by insurers — John Doe warrants — Arbitration. 


Part 13. Cancellation of Auto Insurance 


Part definitions — Application of part. 

Cancellation of automobile insurance policies — Grounds. 
Notice of cancellation. 

Notice of intention not to renew. 

Notice of eligibility for assigned risk plan. 


Part 14. Medicare Supplement Insurance 


Short title. 

Purpose. 

Applicability. 

Unfair or deceptive acts in replacement transactions. 

Sale, offer for sale, or administration — Unfair or deceptive acts. 
Group insurance not included. 

Advertising. 


Part 15. Medicare Supplement Policies 


Definitions. 

Applicability. 

Contents of policies and certificates — Duplicate benefits — Preexisting conditions — 
Rules and regulations. 

Benefits — Minimum standards. 

Disclosure — Outline of coverage — Consumer information. 

Notice — Right to return — Refunds. 

Review of advertisements. 

Regulations subject to Administrative Procedures Act. 

Violations of part —- Powers to compel compliance. 


Part 16. Easy to Read Life and Health Insurance Policy Act 


Short title. 

Purpose of part. 

Part definitions. 

Applicability — Exceptions. 

Reading ease test score — Procedure — Certificate. 
Issuance of policy form after filing. 

Authorization of lower reading ease test scores. 
Approval of policy notwithstanding other laws. 
Authority to enforce. 


Part 17. Prepaid Dental Plans 


Option to select alternative coverage. 
Benefits for obtaining second professional opinion. 


Part 18. Cancellation of Commercial Risk Insurance Act 


Short title. 

Part definitions. 

Prerequisites for effective notice of cancellation. 

Prerequisites for effective notice of cancellation — Contents of notices of cancellation 
— Delivery of notice. 

Failure to comply with notice requirements — Policy extension — When notice of 
nonrenewal not required. 

Revision of rates. 


Section 


56-7-1807. 
56-7-1808. 


56-7-1901. 
56-7-1902. 


56-7-2001. 
56-7-2002. 
56-7-2003. 
56-7-2004. 
56-7-2005. 


56-7-2101. 
56-7-2102. 
56-7-2103. 


56-7-2201. 
56-7-2202. 
56-7-2203. 
56-7-2204. 
56-7-2205. 
56-7-2206. 
56-7-2207. 


56-7-2208. 


56-7-2209. 
56-7-2210. 
56-7-2211. 


56-7-2301. 
56-7-2302. 


56-7-2303. 
56-7-2304. 
56-7-2305. 
56-7-2306. 
56-7-2307. 
56-7-2308. 
56-7-2309. 
56-7-2310. 
56-7-2311. 
56-7-2312. 
56-7-2313. 
56-7-2314. 
56-7-2315. 
56-7-2316. 
56-7-2317. 


56-7-2318. 
56-7-2319. 
56-7-2320. 


56-7-2321. 
56-7-2322. 
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Noncompliance with this part. 
Promulgation of rules and regulations by commissioner. 


Part 19. Cancellation of Personal Risk Insurance 


Notice of intention not to renew. 
Statement of reasons for nonrenewal — Liability of information providers. 


Part 20. Memphis Plan Act of 1991 


Short title. 

Purpose. 

Plan not deemed to be insurance — Conditions. 

Maintenance of minimum essential health coverage. 

Presumption that operating entity satisfies requirements regarding health care 
sharing ministries. 


Part 21. Pet Insurance 


“Pet” defined. 
Policies or contracts. 
Disclosure. 


Part 22. Tennessee Small Employer Group Health Coverage Reform Act 


Short title. 

Legislative purpose. 

Part definitions. 

Affiliated companies. 

Distinct grouping — Additional groupings. 

Applicability. 

Health benefit plans — Preexisting conditions — Late enrollees — Premiums — 
Transfers — Place of business — Filings — Documentation. 

Formation of health group cooperative of small employers — Registration — Organi- 
zation. 

Liability of health group cooperative. 

Duties of a health group cooperative. 

Contracting with a small employer insurer — Compliance with federal laws. 


Part 23. Mandated Insurer or Plan Coverage 


Health insurance — Newly born children — Coverage — Notification. 

Dependent children under hospital or medical expense policies — Coverage — Services 
by charitable research hospitals. 

Forfeiture and lapse restrictions. 

Continuation of coverage on group contracts. 

Group life — Required provisions. 

Group life insurance — Prior policies unaffected. 

Provisions and conditions required in life insurance policies. 

Provisions and conditions prohibited in life insurance policies. 

Loan provisions in life insurance policies. 

Character of life insurance policies to be printed or stamped thereon. 

Life insurance policy forms. 

Continuation of terminated group coverage — Conversion. 

Converted policy — Conditions. 

Conditions exempting insurer from conversion requirement. 

Requests for information from insured persons — Grounds for nonrenewal of policy. 

Ceiling on converted policy benefits. 

Preexisting conditions — Converted policy benefits in first policy year limited by group 
policy benefits. 

Optional coverage. 

Optional election of retirement conversion rights. 

Medicare eligibility as affecting coverage — Persons who may claim conversion 
privilege. 

Provision of group coverage in lieu of converted individual coverage. 

Notice of conversion privilege. 
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Section 


56-7-2323. 
56-7-2324. 


56-7-2325 
56-7-2326 


56-7-2347. 
56-7-2348. 
56-7-2349. 


56-7-2350. 
56-7-2351. 
56-7-2352. 
56-7-2353. 
56-7-2354. 
56-7-2355. 
56-7-2356. 
56-7-2357. 
56-7-2358. 
56-7-2359. 
56-7-2360. 
56-7-2361. 
56-7-2362. 
56-7-2363. 
56-7-2364. 
56-7-2365. 
56-7-2366. 
56-7-2367. 
56-7-2368. 


56-7-2401. 
56-7-2402. 


56-7-2403. 
56-7-2404. 


56-7-2405. 


56-7-2406. 
56-7-2407. 
56-7-2408. 
56-7-2409. 


56-7-2410. 


56-7-2501. 
56-7-2502. 
56-7-2503. 


56-7-2504. 
56-7-2505. 
56-7-2506. 
56-7-2507. 
56-7-2508. 


56-7-2601. 
56-7-2602. 
56-7-2603. 
56-7-2604. 
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Reduction of benefits for school insurance benefits prohibited. 
Student accident coverage — Benefit reduction restricted. 
Medical accident insurance issued to school children — Coverage. 


— 56-7-2346. [Repealed.] 


Coverage of children in custody of guardians. 

Eligibility for medicaid. 

Patients’ right to truth — Alternative medical care, treatments, programs, or phar- 
maceuticals. 

Maternity benefits — Minimum standards of coverage. 

Pregnancy and maternity benefits — Termination of coverage. 

Legislative findings — Coverage for off-label uses of approved drugs. 

Coverage of dental procedures performed on certain minors in hospitals. 

Early detection of prostate cancer. 

Coverage of emergency services. 

Sufficient network of providers — Determining compliance — Timeliness. 

[Expired.] 

Continuity of care. 

Pharmacy and pharmacy access. 

Coverage for mental health services. 

Standardized pharmacy benefit identification card. 

Payment on authorized services — Correction of submitted claims. 

Colorectal cancer early detection. 

Medication counseling. 

Health insurance coverage related to clinical trials. 

Notice of termination of coverage for spouses and former spouses. 

Autism spectrum disorders. 

Health insurance coverage for hearing aids for children. 


Part 24. Mandated Scope of Practice 


Reimbursement for services of certain health care providers. 

Participation by optometrists, podiatrists and social workers in medical, hospital, and 
hospital and medical service plans. 

Applicability and scope of §§ 56-7-2401 and 56-7-2402. 

Reimbursable services within scope of practice of chiropractor — Discrimination 
prohibited. 

Health and accident policies — Surgical procedures within scope of dentistry and 
podiatry. 

Health care services provided by St. Jude Children’s Research Hospital. 

Nurse midwife services. 

Reimbursement for services by nurse in advanced practice. 

Employer-based plans to offer at least one plan option providing copayment amounts 
for office visits with chiropractic physicians, physical or occupational therapists no 
greater than those for primary care physician visits. 

Limitation on copayments or coinsurance amount imposed for primary care services 
rendered during visit to physician assistant. 


Part 25. Mandated Insurer or Plan Options 


Sterilization operations — Policy provisions. 

Mammography screening. 

Accident and sickness — Denial of coverage for persons with mental illness or 
intellectual disabilities for lack of surgical facilities prohibited. 

Cancer treatment. 

Phenylketonuria (PKU) treatment. 

Bone mass measurement coverage — Osteoporosis. 

Reconstructive breast surgery. 

Coverage for infant hearing screening test. 


Part 26. Mandated Offerings of Coverage 


Health insurance — Coverage of mental illness. 

Alcoholism and drug dependence — Coverage for treatment. 
Treatment by licensed audiologists or speech pathologists. 

Health insurance — Newly born children — Coverage — Notification. 


Section 


56-7-2605. 
56-7-2606. 


56-7-2701. 
56-7-2702. 
56-7-2703. 
56-7-2704. 
56-7-2705. 
56-7-2706. 
56-7-2707. 
56-7-2708. 


56-7-2801. 
56-7-2802. 
56-7-2803. 


56-7-2804. 
56-7-2805. 
56-7-2806. 
56-7-2807. 
56-7-2808. 
56-7-2809. 


56-7-2810. 
56-7-2811. 
56-7-2812. 


56-7-2813. 
56-7-2814. 


56-7-2901. 
56-7-2902. 
56-7-2903. 


56-7-2904. 
56-7-2905. 
56-7-2906. 


56-7-2907. 
56-7-2908. 


56-7-2909. 
56-7-2910. 


56-7-2911. 
56-7-2912. 
56-7-2913. 
56-7-2914. 
56-7-2915. 
56-7-2916. 


56-7-3001 


56-7-3101 
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Equipment, supplies and outpatient services for diabetic patients. 
Coverage for chlamydia screening. 


Part 27. Genetic Information Nondiscrimination in Health Insurance Act 


Short title. 

Part definitions. 

Discrimination on grounds of genetic services prohibited. 
Genetic information — Privacy — Prohibited disclosures. 
Applicability. 

Routine examinations and analysis. 

Coverage for genetic services not required. 

Regulations. 


Part 28. Health Insurance Portability, Availability and Renewability Act 


Short title. 

Part definitions. 

Preexisting condition exclusions — Period of creditable coverage — Special enrollment 
periods. 

Rules for eligibility — Factors not to be considered. 

Small group market — Network plans — Financial capacity limits — Applicability. 

Guaranteed renewability of coverage for employers in the group market. 

Exclusion of certain plans. 

Applicability — Determination of creditable service. 

Coverage without preexisting condition exclusion required — Alternative coverage — 
Network plans — Financial capacity limit. 

Guaranteed renewability of coverage for individuals. 

Provisions applicable to individual as well as group markets. 

Applicability of individual market requirements to excepted benefits under § 56-7- 
2802(10). 

Construction with other laws — Enforcement actions. 

Legislative intent — Rules and regulations. 


Part 29. Access Tennessee Act of 2006 


Short title. [Effective until June 30, 2020. See the Compiler’s Notes.] 

Part definitions. [Effective until June 30, 2020. See the Compiler’s Notes.] 

Creation of Access Tennessee health insurance program — Board of directors — 
Advisory committee — Funding plan and plan of operation — Promulgation of rules 
— Errors and omissions by commissioner or board members. [Effective until June 30, 
2020. See the Compiler’s Notes.] 

Powers and authority. [Effective until June 30, 2020. See the Compiler’s Notes.] 

Annual report. [Effective until June 30, 2020. See the Compiler’s Notes.] 

Additional powers and duties — Rules. [Effective until June 30, 2020. See the 
Compiler’s Notes.] 

Audit. [Effective until June 30, 2020. See the Compiler’s Notes.] 

Eligibility for program — Unfair practices. [Effective until June 30, 2020. See the 
Compiler’s Notes.] 

Administration of the program. [Effective until June 30, 2020. See the Compiler’s 
Notes. ] 

Offering of coverage options — Exclusion of charges and expenses — Availability of 
third party payment — Recovery of ineligible benefits paid. [Effective until June 30, 
2020. See the Compiler’s Notes.] 

Funding. [Effective until June 30, 2020. See the Compiler’s Notes.] 

Fraud and abuse. [Effective until June 30, 2020. See the Compiler’s Notes.] 

Federal funding. [Effective until June 30, 2020. See the Compiler’s Notes.] 

Legislative review. [Effective until June 30, 2020. See the Compiler’s Notes.] 

[Repealed.] 

Repealer. [Effective until June 30, 2020. See the Compiler’s Notes.] 


Part 30. Cover Tennessee Act of 2006 [Repealed] 
— 56-7-3028. [Repealed.] 
Part 31. Pharmacy Benefits Managers 


Compliance. 
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Section 


56-7-3102. 
56-7-3103. 
56-7-3104. 
56-7-3105. 
56-7-3106. 
56-7-3107. 


56-7-3108. 


56-7-3109. 
56-7-3110. 
56-7-3111. 
56-7-3112. 


56-7-3201. 
56-7-3202. 
56-7-3203. 
56-7-3204. 


56-7-3301. 
56-7-3302. 
56-7-3303. 


56-7-3304. 


56-7-3401. 
56-7-3402. 
56-7-3403. 
56-7-3404. 


56-7-3405. 


56-7-3406. 
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Part definitions. 

Audit of records of pharmacist or pharmacy. 

Calculation of reimbursement of pharmacy benefits manager. 

Contract compliance. 

Placement of drug on maximum allowable cost list. 

Information to be provided regarding maximum allowable cost lists — Updating 
maximum allowable cost lists. 

Appeal by pharmacy of cost of particular drug or device on maximum allowable cost list 
— Procedure. 

Medical products and devices subject to requirements of part. 

Sanctions for violation of part. 

Disclosure of maximum allowable cost lists and related information. 

Fair Disclosure of State Funded Payments for Pharmacists’ Services Act. 


Part 32. Pharmacy Benefits 


Part definitions. 

Calculation of out-of-pocket costs for prescription drugs and covered services. 
Disclosure of the actual reimbursement for a particular prescription or covered service. 
Construction of part. 


Part 33. Contracts with Health Care Providers 


Part definitions. 

Clear identification of material changes to provider manual. 

Establishment and maintenance of Internet web site — Web-based preadjudication 
tool. 

Applicability of part. 


Part 34. Unclaimed Life Insurance Benefits Act 


Short title. 

Construction with Uniform Disposition of Unclaimed Property Act. 

Part definitions. 

Semiannual comparison of in-force policies, annuities, and account owners against 
death master file — Applicability of requirement — Actions by insurer upon learning 
of possible death — Disclosure of information to persons assisting in location of 
beneficiaries — Disposition of benefits. 

Failure to comply with part may constitute unfair claims settlement practice — No 
private cause of action created. 

Remittance of proceeds of unclaimed policy, annuity or retained asset account to state. 


PART 1 
GENERAL PROVISIONS 


56-7-101. Contract of insurance — Definition — Restrictions and limi- 


tations — Exceptions. 


(a) A contract of insurance is an agreement by which one party, for a 


consideration, promises to pay money or its equivalent, or to do some act of 
value to the assured, upon the destruction or injury, loss or damage of 
something in which the other party has an insurable interest; and it is 
unlawful for any company to make any contract of insurance upon or 
concerning any property or interests or lives in this state, or with any resident 
of this state, or for any person, as insurance agent or insurance broker, to 
make, negotiate, solicit, or in any manner aid in the transaction of the 
insurance, unless and except as authorized under this title; but nothing 
contained in this chapter and chapters 1-4 and 6 of this title, with the 
exception of the Easy to Read Life and Health Insurance Policy Act, compiled 
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in part 16 of this chapter, shall affect the rights and powers of corporations 

engaged in the transaction of life and casualty insurance upon the assessment 

plan. 
(b)(1) Agreements made by a religious, charitable, or nonprofit corporation 
or association to accept donations of whole blood in return for a promise by 
the organization to furnish to the donor and the donor’s immediate family, 
upon the happening of any illness or injury, benefits not exceeding one 
hundred dollars ($100) in value, payable either in cash or blood, shall not be 
deemed to be a contract of insurance within the meaning of this title. 

(2) Agreements made by colleges or universities operating accredited 
medical schools, or by hospitals or clinics operated by or affiliated with the 
college or university under which the college or university, hospital, or clinic 
binds itself to indemnify physicians, nurses, other professional employees or 
faculty, or medical, nursing or allied health students of the college or 
university for the legal liability of the physician, nurse, or other professional 
health care employee, or student for loss, damage, or expense incident to a 
claim arising out of the death or injury of any person as the result of 
negligence or health care liability in rendering professional service by the 
employee or student shall not be deemed to be contracts of insurance within 
the meaning of this title. The college or university making the agreements 
shall be required to establish and maintain a distinct reserve fund with 
which basic health care liability coverage will be provided in an amount at 
least equivalent to the existing basic Joint Underwriting Association aggre- 
gate annual level of coverage. 

(3)(A) Acontract entered into between a tax preparation service company 

and a taxpayer, providing for the tax preparation service company to pay 

the additional tax liability, penalties or interest imposed by a taxing 
authority on the taxpayer as a result of an error of the tax preparation 
service, shall not be deemed to constitute a contract of insurance, as long 
as the tax preparation service has secured, on a form approved by the 
commissioner, a surety bond from an insurance company licensed in this 
state for a penal sum in an amount to be determined by the commissioner, 
which amount shall be not less than one hundred thousand dollars 
($100,000), but not more than five hundred thousand dollars ($500,000), 
with respect to the statewide operations of the tax preparation service and 
its franchisees engaged in the tax preparation business. In the alternative, 
the commissioner may accept a deposit of cash or securities in the amount 
of not less than one hundred thousand dollars ($100,000), but not more 
than five hundred thousand dollars ($500,000). This bond or deposit shall 
be subject to suit by the state and by any person who has a cause of action 

arising from a contract subject to this subdivision (b)(3). 

(B) The commissioner may promulgate rules and regulations necessary 
or appropriate to carry out subdivision (b)(3)(A), in accordance with the 

Uniform Administrative Procedures Act, compiled in title 4, chapter 5. 


History. ch. 248, § 1; impl. am. Acts 1975, ch. 68, § 1; 
Acts 1895, ch. 160, § 2; 1899, ch. 31, § 1; 1976, ch. 769, § 3; 1979, ch. 269, § 1; T.C.A. 
Shan., § 3275; Code 1932, § 6085; Acts 1957, (orig. ed.), § 56-1101; Acts 1981, ch. 415, § 14; 
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2005, ch. 274, §§ 1, 2; 2012, ch. 798, § 19. 


Cross-References. 

Cancellation of commercial risk insurance, 
title 56, chapter 7, part 18. 

False or fraudulent insurance claims, § 39- 
14-133. 

Fraternal benefit society membership certifi- 
cate, terms and conditions, § 56-25-301. 

Indemnified employee welfare benefit plans, 
title 56, ch. 40. 

Life insurance, provisions and conditions re- 
quired in policies, § 56-7-2307. 

State mutual fire insurance policies, pre- 
scribed requisites, § 56-21-114. 

Trustees as beneficiaries of policy, § 35-50- 
103. 


Section to Section References. 
This chapter is referred to in §§ 56-1-102, 
56-1-801, 56-8-113, 56-26-204, 63-6-304. 


POLICIES AND POLICYHOLDERS 
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This section is referred to in §§ 56-7-20038, 
68-102-115. 


Textbooks. 
Tennessee Jurisprudence, 15 Tenn. Juris., 
Insurance, §§ 3, 16, 19, 121. 


Law Reviews. 

Less Protection: Revisions Narrow Scope of 
Tennessee Consumer Protection Act (James M. 
Davis), 49 Tenn. B.J. 12 (2013). 

Products Liability and Workers’ Compensa- 
tion — Malkiewicz v. R.R. Donnelley & Sons 
Co.: Shielding the Guarantor under the Tennes- 
see Workers’ Compensation Law, 22 Mem. St. 
U.L. Rev. 611 (1992). 


Attorney General Opinions. 

Contracts for home stabilization following 
damage from vertical settlement. OAG 10-85, 
2010 Tenn. AG LEXIS 91 (7/6/10). 
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. Application. 

—Funeral Insurance. 

—Guaranty Insurance. 

. Delivery of Contract. 

. Payment of Premiums — Effective Date of 
Fire Policy. 

. Cancellation of Fire Policy. 

. Valuation of Property — Nonwaiver Agree- 
ment. 

8. Limitations in Policies. 

9. Insured Executed by State. 
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1. Application. 

The section applies only to the entering into 
contracts of insurance, and has no application 
to the case of a foreign life insurance company 
having withdrawn from the state by ceasing to 
do new business, and by recalling all its agents 
from the state, and keeping alive its old busi- 
ness only through the public agencies of mail 
and carriers. State v. Connecticut Mut. Life Ins. 
Co., 106 Tenn. 282, 61 S.W. 75, 1900 Tenn. 
LEXIS 163 (1901). 

A contract of insurance made by a foreign 
insurance company which is not authorized to 
do business in this state through one not an 
insurance broker is unlawful. Woolwine v. Ma- 
son, 128 Tenn. 35, 157 S.W. 682, 1913 Tenn. 
LEXIS 22 (1913). 


2. —Funeral Insurance. 

Where a mortuary company issues certifi- 
cates guaranteeing to members payment for a 
$300 funeral, the certificate being payable at 
death of insured, the certificate is one upon life, 
and the company engages in insurance busi- 
ness and is subject to regulation by the depart- 
ment. State ex rel. Dist. Attorney Gen. v. Mu- 


tual Mortuary Ass’n, 166 Tenn. 260, 61 S.W.2d 
664, 1933 Tenn. LEXIS 89 (1933). 

Where certificates issued by funeral parlor 
obligated such concern to furnish caskets and 
burial clothes to certificate holders at a speci- 
fied discount upon the payment of the stated 
instalments, such contracts when construed 
according to the usual course of the business of 
the funeral parlor indicated a purpose that 
such discount was to be allowed upon the death 
of the holder and when so construed such 
contract was a contract of life insurance so as to 
subject the funeral home to the provisions of 
these sections. State ex rel. Attorney Gen. v. 
Smith Funeral Service, Inc., 177 Tenn. 41, 145 
S.W.2d 1021, 1940 Tenn. LEXIS 8 (1940). 

Contracts whereby funeral home agreed for a 
consideration to furnish funeral merchandise 
and burial services in contemplation of death at 
50% of prevailing price were contracts of insur- 
ance within the contemplation of this section. 
State ex rel. Long v. Mynatt, 207 Tenn. 319, 339 
S.W.2d 26, 1960 Tenn. LEXIS 461 (1960). 

Burial association which contracted with in- 
dividuals to provide funeral services at fixed 
price were within statutory definition of issuing 
insurance contracts as it involved a consider- 
ation for a service to be performed at a set fee 
contingent upon one’s death. Garrett v. Forest 
Lawn Memorial Gardens, Inc., 505 S.W.2d 705, 
1974 Tenn. LEXIS 529 (Tenn. 1974). 


3. —Guaranty Insurance. 

Title guaranty company engaged in abstract, 
title insurance, and office rental businesses was 
not exempt from payment of capital stock tax 
on the ground that it was in the insurance 
business where chief source of income was from 
rental of office building. Commerce Title Guar- 
anty Co. v. United States, 32 F. Supp. 73, 1940 
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U.S. Dist. LEXIS 3284 (W.D. Tenn. 1940), affd, 
121 F.2d 452, 1941 U.S. App. LEXIS 3240 (6th 
Cir. 1941), affd, Commissioner v. Corning, 121 
F.2d 452, 1941 U.S. App. LEXIS 3242 (6th Cir. 
1941), affd, Commissioner v. Corning, 121 F.2d 
452, 1941 U.S. App. LEXIS 3243 (6th Cir. 
1941), affd, Commerce Title Guaranty Co. v. 
United States, 121 F.2d 452, 1941 U.S. App. 
LEXIS 3240 (6th Cir. 1941), cert. denied, 314 
U.S. 657, 62 S. Ct. 110, 86 L. Ed. 526, 1941 U.S. 
LEXIS 499 (1941), cert. denied, Commerce Title 
Guaranty Co. v. United States, 314 U.S. 657, 62 
S. Ct. 110, 86 L. Ed. 526, 1941 U.S. LEXIS 499 
(1941). 


4. Delivery of Contract. 

Delivery of a policy of insurance, when re- 
quired, is the act which makes the contract 
operative or binding between the contracting 
parties. Burns v. Aetna Casualty & Surety Co., 
741 S.W.2d 318, 1987 Tenn. LEXIS 1075 (Tenn. 
1987). 


5. Payment of Premiums — Effective Date 
of Fire Policy. 

The condition precedent in a fire insurance 
policy that it shall not be valid or effective until 
the actual prepayment of the premium may be 
waived by the insurance company issuing the 
policy. Kirby v. Phoenix Ins. Co., 81 Tenn. 340, 
1884 Tenn. LEXIS 48 (1884). 


6. Cancellation of Fire Policy. 

A fire insurance policy may, independently of 
its stipulations for its cancellation, be canceled 
by the mutual consent, in parol, of the insured 
and insurer, although the proportion of the 
unearned premiums are not refunded, for the 
stipulation for refundment of such unearned 
premium is for the benefit of the insured, and it 
may be waived by him. Kirby v. Phoenix Ins. 
Co., 81 Tenn. 340, 1884 Tenn. LEXIS 48 (1884). 

Where the fire policy sued on is the standard 
policy provided by the statutes of New York, the 
construction given by the New York courts that 
the provision of the policy to the effect that, on 
cancellation, the unearned premium shall be 
returned or tendered as a condition precedent 
to cancellation, will be followed, especially as 
the weight of authority sustains the same. 
Continental Ins. Co. v. Perry, 138 Tenn. 205, 
197 S.W. 487, 1917 Tenn. LEXIS 20 (1917). 

Where, by mutual agreement of the parties, a 
fire policy was canceled before any fire, the local 
agent’s receipt of the premium from the in- 
sured, after the fire, where the premium had 
merely been charged when the policy was de- 
livered, and by the company’s retention of it till 
after suit had been brought by the insured, the 
company having ascertained that the insured 
was contending that it had not consented to the 
cancellation, did not estop it to insist on previ- 
ous cancellation. Morristown Furniture Co. v. 
People’s Nat’! Fire Ins. Co., 149 Tenn. 214, 259 
S.W. 539, 1923 Tenn. LEXIS 94 (1924). 
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7. Valuation of Property — Nonwaiver 
Agreement. 

Where the insured relied on a nonwaiver 
adjustment agreement with the insurers, and 
he used the same, on the trial, as evidence of 
the amount of his loss, he is estopped to take 
advantage of a subsequent oral statement 
made by his adjuster and assented to by the 
adjusters of the insurers, which contradicted 
the provisions of the policies preserved by such 
nonwaiver agreement. De Rossett Hat Co. v. 
London Lancashire Fire Ins. Co., 134 Tenn. 
199, 183 S.W. 720, 1915 Tenn. LEXIS 158 
(1916). 


8. Limitations in Policies. 

A contractual limitation of action was not 
within or extended or controlled by § 28-1-105, 
allowing the plaintiff whose action was insti- 
tuted within time, and was disposed of upon 
any ground not concluding his right of action, 
one year within which to bring a new suit, nor 
by the section which suspended the general 
statutes of limitations during the absence of a 
debtor from the state. Riddlesbarger v. Hart- 
ford Ins. Co., 74 U.S. 386, 19 L. Ed. 257, 1868 
U.S. LEXIS 1015 (1869); Guthrie v. Connecticut 
Indem. Ass’n, 101 Tenn. 643, 49 S.W. 829, 1898 
Tenn. LEXIS 115 (1898), superseded by statute 
as stated in, Algee v. State Farm Gen. Ins. Co., 
890 S.W.2d 445, 1994 Tenn. App. LEXIS 373 
(Tenn. Ct. App. 1994). 

A suit in chancery commenced upon the filing 
of a bill and securing costs as provided by 
statute, without the issuance of process, pre- 
vented the bar of the contractual limitation in a 
policy of insurance. Collins v. North British & 
Mercantile Ins. Co., 91 Tenn. 432, 19 S.W. 525, 
1892 Tenn. LEXIS 10 (1892). 

The contractual limitation of action made in 
a fire insurance policy, though expressed, in 
terms, to be for a certain period “after the fire,” 
or “after the loss,” does not become effective or 
operative, or begin to run, until the right of the 
insured to sue has accrued under the other 
provisions of the policy. Boston Marine Ins. Co. 
v. Scales, 101 Tenn. 628, 49 S.W. 743, 1898 
Tenn. LEXIS 114 (1899); Phoenix Ins. Co. v. 
Fidelity & Deposit Co., 162 Tenn. 427, 37 
S.W.2d 119, 1931 Tenn. LEXIS 71 (1931). 

The provisions in a fire insurance policy that 
no action should be brought thereon after the 
expiration of six months from the date of the 
fire did not operate to bar an action brought 
more than six months after the fire, but within 
six months after the expiration of 60 days from 
the fire and within six months after failure of 
arbitration, where the policy likewise contained 
provisions that no action should be brought 
within 60 days after the fire, nor until arbitra- 
tion had been attempted and had failed. Boston 
Marine Ins. Co. v. Scales, 101 Tenn. 628, 49 
S.W. 7438, 1898 Tenn. LEXIS 114 (1899). 

The contractual limitation in a policy of in- 
surance must be set up by plea, or raised by 
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demurrer when the policy was made an exhibit 
and the terms of the contractual limitation 
appeared therein. Boston Marine Ins. Co. v. 
Scales, 101 Tenn. 628, 49 S.W. 743, 1898 Tenn. 
LEXIS 114 (1899). 

By making an absolute or unconditional de- 
nial of liability, a fire insurance company 
waived the provision of its policy allowing it 60 
days after proofs of loss were made in which to 
pay the loss, without suit. Home Ins. Co. v. 


Collateral References. 

Construction and application of provision in 
health or hospitalization policy excluding or 
postponing coverage of illness for which medi- 
cal care or treatment was received within 
stated time preceding or following issuance of 
policy. 95 A.L.R.3d 1290. 

Construction and effect of provision exclud- 
ing liability for automobile-related injuries or 
damage from coverage of homeowner’s or per- 
sonal liability policy. 6 A.L.R.4th 555. 

Coverage under all-risk insurance. 30 
A.L.R.5th 170. 

Coverage under builder’s risk insurance 
policy. 97 A.L.R.3d 1270. 

Doctrine of unconscionability as applied to 
insurance contracts. 86 A.L.R.3d 862. 


POLICIES AND POLICYHOLDERS 


56-7-102 


Hancock, 106 Tenn. 513, 62 S.W. 145, 1900 
Tenn. LEXIS 187, 52 L.R.A. 665 (1901). 


9. Insured Executed by State. 

Public policy did not bar payment to benefi- 
ciaries for death of insured executed by state 
after conviction of murder. Fields v. Metropoli- 
tan Life Ins. Co., 147 Tenn. 464, 249 S.W. 798, 
1922 Tenn. LEXIS 59, 36 A.L.R. 1250 (1923). 


Liability policy coverage for insured’s injury 
to third party’s investments, anticipated prof- 
its, goodwill, or the like, unaccompanied by 
physical property damage. 92 A.L.R.3d 525, 18 
A.L.R.5th 187. 

Personal injuries inflicted by animal as 
within homeowner’s or personal liability policy. 
96 A.L.R.3d 891. 

Validity and construction of statutes relating 
to style or prominence with which provisions 
must be printed in insurance policy. 36 
A.L.R.3d 464. 

What constitutes “vacant land” within mean- 
ing of liability or property insurance policy 
provisions. 47 A.L.R.5th 535. 





56-7-102. Policies to contain entire contract — Exceptions — Con- 
strued as Tennessee contracts. 


Every policy of insurance, issued to or for the benefit of any citizen or 
resident of this state on or after July 1, 1907, by any insurance company or 
association doing business in this state, except fraternal beneficiary associa- 
tions and mutual insurance companies or associations operating on the 
assessment plan, or policies of industrial insurance, shall contain the entire 
contract of insurance between the parties to the contract, and every contract so 
issued shall be held as made in this state and construed solely according to the 
laws of this state. 


Law Reviews. 

Accident and Health Insurance — Duty to 
Submit to Medical Treatment to Cure Disabil- 
ity, 16 Tenn. L. Rev. 353. 

Revisiting Tennessee’s Innocent Coinsured 
Doctrine (Lex A. Coleman), 36 No. 7 Tenn. B.J. 
20 (2000). 


History. 

Acts 1907, ch. 441, § 1; Shan., § 3275a1; 
mod. Code 1932, § 6086; T.C.A. (orig. ed.), 
§ 56-1102. 


Textbooks. 

Tennessee Jurisprudence, 5 Tenn. Juris., 
Beneficial and Benevolent Associations, § 24; 
15 Tenn. Juris., Insurance, §§ 17, 25, 28, 96, 
101; 22 Tenn. Juris., Rescission, Cancellation 
and Reformation, § 54. 
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NOTES TO DECISIONS 


Analysis 


Policy Contains the Entire Contract. 

—Omission of Suicide Clause. 

—Surgical Operation Requirement. 

—Sickness After Date of Policy. 

—Severable Interests. 

Requirement of Attached Application. 

—Applications Not Required to Be Attached. 

. Modification of Policy Contract. 

. Oral Contract. 

0. Fleet Insurance Policies. 

1. Contract Construed According to Law of 
State. 

12. —Application to Federal Courts. 

13. Statute for Benefit of Tennessee Policy- 

holders. 
14. Insurance Manuals. 
15. Construction Against Insurer. 


ee ere 


1. Policy Contains the Entire Contract. 

No obligation can be read into a policy by 
inference, since policy must contain the whole 
contract. Thompson v. Concordia Fire Ins. Co., 
142 Tenn. 408, 215 S.W. 932, 1919 Tenn. LEXIS 
68 (1919). 

The statute is construed as applying only to 
matters dealt with in express terms. Linder v. 
Metropolitan Life Ins. Co., 148 Tenn. 236, 255 
S.W. 43, 1923 Tenn. LEXIS 12 (1923). 


2. —Omission of Suicide Clause. 

Anamed beneficiary of a life insurance policy 
or benefit certificate containing no provision as 
to effect of insured’s suicide may recover where 
the insured, being of sound mind, takes his own 
life. Jackson v. Loyal Additional Ben. Ass’n, 140 
Tenn. 495, 205 S.W. 318, 1917 Tenn. LEXIS 155 
(1918). 


3. —Surgical Operation Requirement. 

Where policy contained no express provision 
requiring an insured to submit to a surgical 
operation to have a disability removed, the 
insurer could not avoid liability on insured’s 
claim of total disability because of the failure of 
insured to submit to such an operation. John 
Hancock Mut. Life Ins. Co. v. Spurgeon, 175 
Tenn. 319, 134 S.W.2d 155, 1939 Tenn. LEXIS 
45 (1939). 


4, —Sickness After Date of Policy. 

When by express terms of the policy, only 
disability or loss of time occasioned by sickness 
beginning after the date of the policy is covered, 
that provision may be availed of by the insurer. 
Dees v. National Casualty Co., 17 Tenn. App. 
183, 66 S.W.2d 603, 1933 Tenn. App. LEXIS 54 
(Tenn. Ct. App. 1933). 


5. —Severable Interests. 

Tennessee court of appeals adopted rule al- 
lowing recovery to an innocent coinsured whose 
interest in property, the loss of which was 


wrongfully caused by another coinsured, is sev- 
erable from that of the other coinsured, absent 
clear and unambiguous policy provisions bar- 
ring such recovery. Ryan v. MFA Mut. Ins. Co., 
610 S.W.2d 428, 1980 Tenn. App. LEXIS 392 
(Tenn. Ct. App. 1980). 


6. Requirement of Attached Application. 

Under this section and § 56-7-2307(4), where 
insurer did not attach or incorporate applica- 
tion, it could not take advantage of any breach 
of any of the terms of the application. Arnold v. 
New York Life Ins. Co., 131 Tenn. 720, 177 S.W. 
78, 1915 Tenn. LEXIS 141 (1915). 

In an action based on a group life and acci- 
dent policy, defended on the ground of false 
statement by the insured in the application for 
insurance signed by insured, as to his condition 
of health, held that the defense was not based 
on false statement made in a written applica- 
tion, where complainant’s exception to the in- 
troduction of the application in evidence was 
sustained by the chancellor, on the ground that 
it was not incorporated in or attached to the 
policy, and the insurer’s agents who solicited 
the insurance knew that complainant had tu- 
berculosis. Dees v. National Casualty Co., 17 
Tenn. App. 183, 66 S.W.2d 603, 1933 Tenn. App. 
LEXIS 54 (Tenn. Ct. App. 1933). 

Under this section an insurance company, 
unless it is within the exceptions specified, 
cannot take advantage of any breach of terms of 
the application when it does not attach the 
application or incorporate it in the policy. Har- 
ris v. State Farm Mut. Auto. Ins. Co., 232 F.2d 
532, 1956 U.S. App. LEXIS 4684 (6th Cir. Tenn. 
1956), cert. denied, 352 U.S. 827, 77S. Ct. 40, 1 
L. Ed. 2d 49, 1956 U.S. LEXIS 471 (1956), cert. 
denied, State Farm Mut. Auto. Ins. Co. v. Har- 
ris, 352 U.S. 827, 77 S. Ct. 40, 1 L. Ed. 2d 49, 
1956 U.S. LEXIS 471 (1956). 


7. —Applications Not Required to Be At- 
tached. 

This statute and § 56-7-2307, when con- 
strued in pari materia in connection with § 56- 
7-310, the two statutes being passed on the 
same day, do not require the application to be 
attached to an industrial policy, in order to 
make it a part thereof. Life & Casualty Ins. Co. 
v. King, 137 Tenn. 685, 195 S.W. 585, 1917 
Tenn. LEXIS 180 (1917). 

Neither this section nor § 56-7-2307, requir- 
ing provision that no statement by the insured 
shall avoid the policy unless contained in the 
written application, a copy of which shall be 
endorsed on or attached to the policy, when 
issued, requires the application for reinstate- 
ment of lapsed policies or copy thereof to be 
attached to the reinstated policy. Linder v. 
Metropolitan Life Ins. Co., 148 Tenn. 236, 255 
S.W. 43, 1923 Tenn. LEXIS 12 (1923). 


ee ee 
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T.C.A. §56-7-102 does not preclude an insurer 
from relying on material representation con- 
tained in an application for automobile liability 
insurance although the application was not 
attached to the policy. Medley v. Cimmaron Ins. 
Co., 514 S.W.2d 426, 1974 Tenn. LEXIS 455 
(Tenn. 1974); Loyd v. Farmers Mut. Fire Ins. 
Co., 838 S.W.2d 542, 1992 Tenn. App. LEXIS 
574 (Tenn. Ct. App. 1992). 


8. Modification of Policy Contract. 

An insurance contract, like any other con- 
tract, may be modified, after it is made, by the 
express words of the parties or by their acts 
evincing a meeting of their minds in agreement 
to modify its terms upon any particular point. 
De Rossett Hat Co. v. London Lancashire Fire 
Ins. Co., 1384 Tenn. 199, 183 S.W. 720, 1915 
Tenn. LEXIS 158 (1916); Co-operative Stores 
Co. v. United States Fidelity & Guaranty Co., 
137 Tenn. 609, 195 S.W. 177, 1917 Tenn. LEXIS 
172 (1917). 

Reformation may be had and parol testimony 
introduced respecting contents of true policy 
agreement, notwithstanding this statute. Law- 
renceburg v. Maryland Casualty Co., 16 Tenn. 
App. 238, 64 S.W.2d 69, 1933 Tenn. App. LEXIS 
8 (Tenn. Ct. App. 1933). 


9. Oral Contract. 

Insurance agents supplied with policies ex- 
ecuted in blank by the general executive offi- 
cers of the insurance company, with authority 
to negotiate insurance contracts, agree upon 
premium rates and insurance terms, and to fill 
in, countersign, and deliver such policies, may 
bind the company by oral agreement to insure. 
Continental Ins. Co. v. Schulman, 140 Tenn. 
481, 205 S.W. 315, 1917 Tenn. LEXIS 154 
(1918). 


10. Fleet Insurance Policies. 

A fleet insurance policy, designed to cover a 
number of vehicles, is considered to constitute a 
single contract. Burns v. Aetna Casualty & 
Surety Co., 741 S.W.2d 318, 1987 Tenn. LEXIS 
1075 (Tenn. 1987). 

Under fleet insurance policy, designed to 
cover a number of vehicles, uninsured motorist 
coverage was limited to $25,000 as contained in 
the contract, and was not raised by operation of 
Tennessee statutes to $1,000,000, the same as 
the policy limits for general liability insurance 
coverage. Burns v. Aetna Casualty & Surety 
Co., 741 S.W.2d 318, 1987 Tenn. LEXIS 1075 
(Tenn. 1987). 


11. Contract Construed According to Law 
of State. 

With the exceptions stated in this section, it 
includes and applies to foreign insurance com- 
panies authorized and licensed to do business 
in this state, as well as domestic companies. 
Arnold v. New York Life Ins. Co., 131 Tenn. 720, 
177 S.W. 78, 1915 Tenn. LEXIS 141 (1915). 
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Where it appeared from the policy and at- 
tached application that the insured under life 
insurance policy were residents of Tennessee at 
the time the policy was issued and delivered, 
the policy was construed as a Tennessee con- 
tract even though the home office of the insurer 
was in Connecticut, and a provision in the 
policy for the payment of compound interest on 
any indebtedness due the insurer which was 
enforceable under the laws of Tennessee was 
valid, even though it might have been unen- 
forceable under the laws of Connecticut. Gray v. 
Aetna Life Ins. Co., 178 Tenn. 88, 156 S.W.2d 
391, 1941 Tenn. LEXIS 35 (1941). 

In this insurance action, plaintiffs’ evidence 
that they had always maintained residence in 
Tennessee, that the insurance company used 
plaintiffs’ Tennessee mailing address for corre- 
spondence, and that decedent signed the policy 
in Tennessee provided a sufficient factual basis 
for a jury to find that the insurance company’s 
actions amounted to breach of contract and 
statutory bad faith. Lindenberg v. Jackson 
Nat'l Life INS. Co., — F. Supp. 2d —, 2014 U.S. 
Dist. LEXIS 183532 (W.D. Tenn. Dec. 11, 2014). 


12. —Application to Federal Courts. 

Although circuit court of appeals stated it 
was not bound by unreported case of Tennessee 
supreme court on question involved, United 
States supreme court, although not ruling on 
this point, reversed the case and noted that it 
came to the same conclusion as that of the 
Tennessee court in such unreported case. 
Grigsby v. Russell, 222 U.S. 149, 32S. Ct. 58, 56 
L. Ed. 133, 1911 U.S. LEXIS 1837 (1911), rev’g 
Russell v. Grigsby, 168 F. 577, 1909 U.S. App. 
LEXIS 4469 (6th Cir. Tenn. 1909), rev’d, 222 
U.S. 149, 32S. Ct. 58, 56 L. Ed. 133, 1911 U.S. 
LEXIS 1837 (1911), rev'd, Ayala v. B & B Realty 
Co., 337 A.2d 330, 1974 Conn. Super. LEXIS 
315 (Conn. Super. Ct. 1974). 

While requirement of this section for con- 
struction of policy according to laws of the state 
undoubtedly has the effect to make policies 
Tennessee contracts, and to require their valid- 
ity and interpretation to be determined by the 
law of Tennessee, yet the waiver of the “clear 
space” provision of a fire policy of insurance is 
not affected by this statute where the court 
knows of no Tennessee law deciding such ques- 
tion. Rife v. Lumber Underwriters, 204 F. 32, 
1913 U.S. App. LEXIS 1252 (6th Cir. Tenn. 
1913), rev'd, Lumber Underwriters of New York 
v. Rife, 237 U.S. 605, 35 S. Ct. 717, 59 L. Ed. 
1140, 1915 U.S. LEXIS 1373 (1915), rev'd on 
other grounds, Lumber Underwriters of New 
York v. Rife, 237 U.S. 605, 35 S. Ct. 717, 59 L. 
Ed. 1140, 1915 U.S. LEXIS 1373 (1915). 

Federal court will follow state law in constru- 
ing life insurance policies executed in Tennes- 
see. Columbian Nat’] Life Ins. Co. v. Harrison, 
12 F.2d 986, 1926 U.S. App. LEXIS 3431 (6th 
Cir. Tenn. 1926); Schaad v. New York Life Ins. 
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Co., 79 F. Supp. 463, 1948 U.S. Dist. LEXIS 
2315 (D. Tenn. 1948); King v. Mutual Life Ins. 
Co., 114 F. Supp. 700, 1953 U.S. Dist. LEXIS 
4059 (D. Tenn. 1953). 

A state cannot, by legislative act, impose 
upon federal courts the duty of determining a 
question of general law according to statutes 
and decisions of the state courts. Consequently 
this statute is binding only on state courts. 
National City Bank v. National Sec. Co., 58 F.2d 
7, 19382 U.S. App. LEXIS 4618 (6th Cir. Tenn. 
1932). 

In a diversity action between an insured 
Tennessee citizen and an insurer licensed to do 
business in Tennessee, Tennessee law applied. 
First Am. Nat'l Bank v. Fidelity & Deposit Co., 
5 F.3d 982, 1993 U.S. App. LEXIS 24731 (6th 
Cir. Tenn. 1993). 


13. Statute for Benefit of Tennessee Poli- 
cyholders. 

This statute was enacted for the benefit of 
Tennessee policyholders. Virginia Surety Co. v. 
Knoxville Transit Lines, Inc., 135 F. Supp. 606, 
1955 U.S. Dist. LEXIS 2621 (D. Tenn. 1955). 


14. Insurance Manuals. 
Before a manual can be looked to in deter- 
mining the rights and liabilities of the parties it 


Collateral References. 

Conclusiveness of recitation in delivered in- 
surance policy, that initial premium has been 
paid. 44 A.L.R.3d 1361. 

Matter printed or stamped on outside of 
policy as part of policy. 168 A.L.R. 555. 

Misrepresentations by agent to applicant, 
insured or beneficiary, as to character or terms 
of policy, as basis of action by them, other than 
on policy itself, or as defense to action against 
them. 136 A.L.R. 11. 
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must first have been referred to in the body of 
the policies by plain and clear language and 
properly made a part thereof. Virginia Surety 
Co. v. Knoxville Transit Lines, Inc., 135 F. 
Supp. 606, 1955 U.S. Dist. LEXIS 2621 (D. 
Tenn. 1955). 

Insurance manual could not be referred to in 
computing rates on endorsements to bus com- 
panies’ liability insurance policies where nei- 
ther the manual nor its provisions were set 
forth in the endorsement. Virginia Surety Co. v. 
Knoxville Transit Lines, Inc., 135 F. Supp. 606, 
1955 U.S. Dist. LEXIS 2621 (D. Tenn. 1955). 

Where paragraph of endorsements to bus 
companies’ liability policies as to premium 
rates was vague, uncertain and ambiguous 
without reference to insurance manual and 
such manual was not made a part of the poli- 
cies, such paragraph was unenforceable. Vir- 
ginia Surety Co. v. Knoxville Transit Lines, 
Inc., 185 F. Supp. 606, 1955 U.S. Dist. LEXIS 
2621 (D. Tenn. 1955). 


15. Construction Against Insurer. 

An insurance policy is construed more 
strongly against an insurer who has prepared 
it, and in favor of the insured. Ryan v. MFA 
Mut. Ins. Co., 610 S.W.2d 428, 1980 Tenn. App. 
LEXIS 392 (Tenn. Ct. App. 1980). 


Rescission of directors’ and officers’ liability 
insurance policy. 29 A.L.R.6th 189. 

Statutory requirement that policy contain 
entire contract, noncompliance with, as affect- 
ing right of insurer to show initial fraud or 
misrepresentation by insured. 93 A.L.R. 374. 

Sufficiency of insurer’s compliance with 
statutory requisites as to attaching copy of 
application to, or making it part of, policy. 18 
A.L.R.3d 760. 


56-7-103. Misrepresentation or warranty will not void policy — Excep- 
tions. 


No written or oral misrepresentation or warranty made in the negotiations 
of a contract or policy of insurance, or in the application for contract or policy 
of insurance, by the insured or in the insured’s behalf, shall be deemed 
material or defeat or void the policy or prevent its attaching, unless the 
misrepresentation or warranty is made with actual intent to deceive, or unless 
the matter represented increases the risk of loss. 


History. 
Acts 1895, ch. 160, § 22; Shan., § 3306; Code 
1932, § 6126; T.C.A. (orig. ed.), § 56-1103. 


Textbooks. 
Tennessee Jurisprudence, 15 Tenn. Juris., 
Insurance, §§ 49, 50-55, 57, 99, 101, 110, 123. 
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Law Reviews. 
Fire Insurance — Estoppel to Deny Insurable 
Interest, 17 Tenn. L. Rev. 778. 
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Sign Here: “Morrison”, “Allstate” and the 
“But I Didn’t’ Read It” Rule (Donald Capparella 
and Candi Henry), 49 Tenn. B.J. 14 (2013). 


NOTES TO DECISIONS 


Analysis 
1. Constitutionality. 
2. Common-Law Rule. 
3. Similarity to Statutes of Other States. 
4. Construction. 
5. Transactions Covered. 
6. “Misrepresentation” Defined. 
7. —General Principles. 
8. —Questions of Fact. 
9. —Admission of Testimony. 
10. —Conditions Precedent. 
11. —Intent. 
12. —Materiality of Statement. 
13. — —Examples. 
14, — —Opinions. 
15. — —Trivial Matters. 
16. —Increase of Risk. 
17. — —Definition. 
18. —Question of Law. 
19. — —Matters Not Increasing Risk. 
20. — —Occupation of Building. 


21. —Silence and Blanks. 
22. —Sound Health Provision. 


23. — —Physical or Mental Condition. 

24, — —Prior Diseases. 

25. ——Age. 

26. ——Matters Not Contributing to Death. 


27. —Change of Occupation. 

28. —Smoking Habits. 

29. —Use of Drugs and Liquors. 
30. —Interest in Property Insured. 
31. — —Ownership. 

32. Transfers. 

33. —Iron Safe Clause. 

34. —Statements to Agent. 

35. —Obligation of Insurer to Investigate. 
36. —Prior Cancellation or Refusal. 
37. —Previous Coverage. 

38. Burden of Proof. 

39. Application Signed in Blank. 
40. Signature. 


1. Constitutionality. 

This section is constitutional as a valid exer- 
cise of the police power, and is not unconstitu- 
tional as vicious class legislation, because it 
applies only to nonassessment insurance com- 
panies, and does not apply to assessment insur- 
ance companies. Fidelity & C. Co. v. Freeman, 
109 F. 847, 1901 U.S. App. LEXIS 42583 (6th Cir. 
Tenn. 1901); Continental Fire Ins. Co. v. Whi- 
taker & Dillard, 112 Tenn. 151, 79 S.W. 119, 
1903 Tenn. LEXIS 95, 105 Am. St. Rep. 916, 64 
L.R.A. 451 (1904). 


2. Common-Law Rule. 
As to mere representations, this statute is 
but declaratory of the common law. Mutual Life 


Ins. Co. v. Dibrell, 1377 Tenn. 528, 194 S.W. 581, 
1916 Tenn. LEXIS 93, L.R.A. (n.s.) 1917E554 
(1917). 

The liability of a fraternal benefit society, 
upon a certificate issued by it, must be deter- 
mined by the common law of this state and the 
state statutes particularly applicable to it, and 
not by statutes applicable to life insurance 
companies. Brotherhood of R. Trainmen v. Dan- 
iels, 18 Tenn. App. 264, 75 S.W.2d 1019, 1934 
Tenn. App. LEXIS 29 (Tenn. Ct. App. 1934). 


3. Similarity to Statutes of Other States. 

This section is identical with statutes of Mas- 
sachusetts and certain other states. Mutual 
Life Ins. Co. v. Dibrell, 137 Tenn. 528, 194 S.W. 
581, 1916 Tenn. LEXIS 93, L.R.A. (n.s.) 
1917E554 (1917). 


4, Construction. 

This statute was directed to every misrepre- 
sentation, whether in the form of a “represen- 
tation” or “warranty,” and as against every such 
“misrepresentation,” when innocently made 
and immaterial in character, the right of the 
policyholders will prevail. Hartford Life Ins. 
Co. v. Stalling, 110 Tenn. 1, 72 S.W. 960, 1902 
Tenn. LEXIS 31 (1903). 

The intention of this statute was to put 
“representations” and “warranties” upon the 
same footing, and make them harmless in the 
construction of the policy, when as affirmances 
of facts they were made in good faith and were 
immaterial. Hartford Life Ins. Co. v. Stalling, 
110 Tenn. 1, 72 S.W. 960, 1902 Tenn. LEXIS 31 
(1903); First Nat] Bank v. United States Fidel- 
ity & Guaranty Co., 110 Tenn. 10, 75 S.W. 1076, 
1902 Tenn. LEXIS 32, 100 Am. St. Rep. 765 
(1902); Mutual Life Ins. Co. v. Dibrell, 137 
Tenn. 528, 194 S.W. 581, 1916 Tenn. LEXIS 98, 
L.R.A. (n.s.) 1917E554 (1917). 

This statute is a remedial statute, intended 
to relieve against the hardships arising from 
the enforcement of the common law as to war- 
ranties in insurance policies, and its manifest 
intention will prevail over the literal sense of 
the terms. Such statute becomes incorporated 
in every policy issued, and its purpose cannot 
be thwarted by forms of agreement. Hartford 
Life Ins. Co. v. Stalling, 110 Tenn. 1, 72 S.W. 
960, 1902 Tenn. LEXIS 31 (1903); Continental 
Fire Ins. Co. v. Whitaker & Dillard, 112 Tenn. 
151, 79 S.W. 119, 1903 Tenn. LEXIS 95, 105 
Am. St. Rep. 916, 64 L.R.A. 451 (1904); Stubble- 
field v. Mutual Benefit Health & Accident Ass’n, 
11 Tenn. App. 411, 1930 Tenn. App. LEXIS 25 
(1930). 
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There was no purpose to change the effect of 
the representation as bearing upon the “risk of 
loss” in the original sense of the phrase as 
found in this statute, for it was not the purpose 
of the statute to make a further change in the 
common law so as to require that the matter 
misrepresented should be one that contributed 
to the hazard after the issuance of the policy, 
that is, by the death of the insured, in order to 
make the policy invalid. Mutual Life Ins. Co. v. 
Dibrell, 187 Tenn. 528, 194 S.W. 581, 1916 
Tenn. LEXIS 93, L.R.A. (n.s.) 1917E554 (1917). 

What will not avail to “void the policy,” under 
this statute, it seems equally clear, will not 
“prevent its attaching” as a contract. The gen- 
eral assembly did not intend to deprive the 
insurer of the right to rescind the policy con- 
tract for inducing fraud. Mutual Life Ins. Co. v. 
Dibrell, 187 Tenn. 528, 194 S.W. 581, 1916 
Tenn. LEXIS 93, L.R.A. (n.s.) 1917E554 (1917); 
Volunteer State L. Ins. Co. v. Richardson, 146 
Tenn. 589, 244 S.W. 44, 1922 Tenn. LEXIS 9, 26 
A.L.R. 1270 (1922); Hughes Bros. v. Aetna Ins. 
Co., 148 Tenn. 293, 255 S.W. 363, 1923 Tenn. 
LEXIS 18 (1923); Metropolitan Life Ins. Co. v. 
McGowan, 2 Tenn. App. 341, 1925 Tenn. App. 
LEXIS 110 (1925). 

Under this statute, to avoid coverage, the 
insurer must first prove that the answers in the 
application were false; then it must prove ei- 
ther that the false answers were given with 
intent to deceive the insurer or that the false 
answers materially increased the risk of loss. 
Womack v. Blue Cross & Blue Shield, 593 
S.W.2d 294, 1980 Tenn. LEXIS 398 (Tenn. 
1980). 

The concept of “misrepresentation” is totally 
distinct and separate from the concepts of “in- 
tent to deceive” or “increase in the risk of loss.” 
The latter elements are not analyzed at all 
until and unless a matter has been “misrepre- 
sented.” Gatlin v. World Service Life Ins. Co., 
616 S.W.2d 606, 1981 Tenn. LEXIS 442 (Tenn. 
1981). 

There can be no fraud in asserting a legal 
claim for insurance against all possible defen- 
dants, even though the claim is negligently or 
even recklessly made. Hendrix v. Insurance Co. 
of North America, 675 S.W.2d 476, 1984 Tenn. 
App. LEXIS 2854 (Tenn. Ct. App. 1984). 

Where an insurance policy requires the ap- 
plicant only to answer the questions to the best 
of his or her “knowledge and belief,” the court of 
appeals does not believe T.C.A. § 56-7-103 
mandates a loss of benefits when the questions 
are answered to the best of the applicant’s 
“knowledge and belief,” even if the answer is 
wrong and the insurance company can show an 
increase in the risk of loss. Lane v. Am. Gen. 
Life & Accident Ins. Co., 252 S.W.3d 289, 2007 
Tenn. App. LEXIS 689 (Tenn. Ct. App. Nov. 14, 
2007), appeal denied, — S.W.3d —, 2008 Tenn. 
LEXIS 246 (Tenn. Apr. 7, 2008), appeal denied, 
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— §.W.3d —, 2008 Tenn. LEXIS 261 (Tenn. Apr. 
7, 2008). 

Even though she made material misrepre- 
sentations on her application for insurance, the 
insured submitted that her claims should have 
nonetheless been allowed to proceed on the 
grounds that she failed to read the application 
before she signed it, however the did not read it 
defense was not effective against the insurance 
company issuing the policy. Snead v. Nation- 
wide Prop. & Cas. Ins. Co., 653 F. Supp. 2d 823, 
2009 U.S. Dist. LEXIS 87942 (W.D. Tenn. June 
29, 2009). 


5. Transactions Covered. 

This statute applies to fidelity bonds given to 
employers to indemnify them from loss by the 
fraud or dishonesty of their employees. First 
Natl Bank v. United States Fidelity & Guar- 
anty Co., 110 Tenn. 10, 75 S.W. 1076, 1902 
Tenn. LEXIS 32, 100 Am. St. Rep. 765 (1902); 
Hunter v. United States Fid. & Guar. Co., 129 
Tenn. 572, 167 S.W. 692, 1914 Tenn. LEXIS 147 
(1914). 

Where a life insurance policy, incontestable 
after two years from the date of its issuance, is 
forfeited for nonpayment of a premium, but is 
subsequently reinstated upon fraudulent rep- 
resentations made by the insured, the rein- 
statement operates as a new contract of insur- 
ance, and the insurer may take advantage of 
such fraudulent representations at any time 
within two years thereafter, and avoid the 
reinstatement of the policy. Pacific Mut. Life 
Ins. Co. v. Galbraith, 115 Tenn. 471, 91 S.W. 
204, 1905 Tenn. LEXIS 80, 112 Am. St. Rep. 862 
(1905). 

Material misrepresentations concerning a 
claim under a separate policy will not, under 
the terms of the policy sued on, invalidate a 
claim for loss. Epperson v. Westchester Fire 
Ins. Co., 155 Tenn. 621, 299 S.W. 776, 1926 
Tenn. LEXIS 90 (1927). 

The statute covers promissory warranties. 
Cooley v. East & West Ins. Co., 166 Tenn. 405, 
61 S.W.2d 656, 1932 Tenn. LEXIS 149 (1933). 

Both this section and § 56-26-119 can apply 
simultaneously and jointly in cases involving 
“Accident And Sickness Insurance” where a 
defense of misrepresentation or false statement 
is alleged. McDaniel v. Physicians Mut. Ins. 
Co., 621 S.W.2d 391, 1981 Tenn. LEXIS 479 
(Tenn. 1981). 


6. “Misrepresentation” Defined. 

A “misrepresentation” by an applicant for 
insurance as to a matter of sufficient impor- 
tance as to influence naturally and reasonably 
the judgment of the insurer in issuing the 
policy in question, is a misrepresentation 
within the meaning of this section. National 
Life & Acci. Ins. Co. v. American Trust Co., 17 
Tenn. App. 516, 68 S.W.2d 971, 1933 Tenn. App. 
LEXIS 88 (Tenn. Ct. App. 1933); Provident Life 
& Acci. Ins. Co. v. Ivy, 18 Tenn. App. 106, 73 
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S.W.2d 706, 1933 Tenn. App. LEXIS 105 (Tenn. 
Ct. App. 1933); Standard Life Ins. Co. v. Strong, 
19 Tenn. App. 404, 89 S.W.2d 367, 1935 Tenn. 
App. LEXIS 53 (Tenn. Ct. App. 1935); National 
Life & Acci. Ins. Co. v. Lewis, 19 Tenn. App. 459, 
89 S.W.2d 898, 1935 Tenn. App. LEXIS 57 
(Tenn. Ct. App. 1935); Clingan v. Vulcan Life 
Ins. Co., 694 S.W.2d 327, 1985 Tenn. App. 
LEXIS 2740 (Tenn. Ct. App. 1985). 

Trial court erred in finding that a life insur- 
ance company did not have the right to deny a 
life insurance claim because, the policyholder 
had made misrepresentations that had in- 
creased the insurer’s risk of loss; the disclosure 
of the insured’s DUI conviction, in combination 
with his medical conditions, could have caused 
the insurer to have declined to issue insurance. 
The failure to disclose the conviction was a 
misrepresentation that increased the insurer’s 
risk of loss and the insurer was well within its 
statutory rights to decline to pay benefits under 
the policy. Smith v. Tenn. Farmers Life Reas- 
surance Co., 210 S.W.3d 584, 2006 Tenn. App. 
LEXIS 451 (Tenn. Ct. App. 2006), appeal de- 
nied, — S.W.3d —, 2006 Tenn. LEXIS 1084 
(Tenn. 2006). 

Correct inquiry in cases involving T.C.A. 
§ 56-7-103 is simply whether the misrepresen- 
tation increased the insurance company’s risk 
of loss. Smith v. Tenn. Farmers Life Reassur- 
ance Co., 210 S.W.3d 584, 2006 Tenn. App. 
LEXIS 451 (Tenn. Ct. App. 2006), appeal de- 
nied, — S.W.3d —, 2006 Tenn. LEXIS 1084 
(Tenn. 2006). 


7. —General Principles. 

Misrepresentations made by an applicant for 
insurance will avoid the policy, if made with 
actual intent to deceive, or if the matters so 
misrepresented increase the risk of loss. Na- 
tional Life & Acci. Ins. Co. v. American Trust 
Co., 17 Tenn. App. 516, 68 S.W.2d 971, 1933 
Tenn. App. LEXIS 88 (Tenn. Ct. App. 1933). 

Representations and warranties in automo- 
bile policy could be looked to to determine the 
business operations intended to be covered by 
such policy even though the grounds on which 
the insurance company was seeking to avoid 
liability were not the falsity of representations 
and warranties. Hardware Mut. Casualty Co. v. 
Higgason, 175 Tenn. 357, 134 S.W.2d 169, 1939 
Tenn. LEXIS 49 (1939). 

If the concealment or misrepresentation is 
made in the application for the policy the fol- 
lowing elements must be shown in order to void 
the policy: (1) willfulness; (2) materiality; and 
(3) relation to the insurance and its subject 
matter. Renner v. Firemen’s Ins. Co., 136 F. 
Supp. 114, 1955 U.S. Dist. LEXIS 2381 (D. 
Tenn. 1955). 

Mere false representations in an application 
for insurance as distinguished from a fraudu- 
lent inducement or procurement of a policy of 
insurance cannot be relied upon to avoid the 
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insurance contract when the contract by its 
express terms provides that the policy itself 
embodies all the agreements between the par- 
ties. Harris v. State Farm Mut. Auto. Ins. Co., 
232 F.2d 532, 1956 U.S. App. LEXIS 4684 (6th 
Cir. Tenn. 1956), cert. denied, 352 U.S. 827, 77 
S. Ct. 40, 1 L. Ed. 2d 49, 1956 U.S. LEXIS 471 
(1956), cert. denied, State Farm Mut. Auto. Ins. 
Co. v. Harris, 352 U.S. 827, 77S. Ct. 40, 1 L. Ed. 
2d 49, 1956 U.S. LEXIS 471 (1956). 

Where application for life insurance signed 
by insured contained statement that insured 
had read questions and answers and that an- 
swers were complete and true and offered as 
consideration for insurance applied for, in ab- 
sence of evidence to the contrary it would be 
conclusively presumed that insured had pro- 
vided the answers even though the answers 
may have been filled in by insurance agent. 
Lincoln American Life Ins. Co. v. Stephens, 60 
Tenn. App. 221, 445 S.W.2d 910, 1969 Tenn. 
App. LEXIS 314 (Tenn. Ct. App. 1969). 

Where there was evidence to show that agent 
either negligently or intentionally placed false 
information in application, and company did 
not question application until after claim was 
made evidence was sufficient to hold insurance 
company liable. Thomas v. Allstate Ins. Co., 443 
F.2d 1123, 1971 U.S. App. LEXIS 9576 (6th Cir. 
Tenn. 1971). 

Under Tennessee law the person seeking in- 
surance had a duty to make a fair disclosure of 
the facts of the risk involved to the insurer. 
Collins v. Pioneer Title Ins. Co., 629 F.2d 429, 
1980 U.S. App. LEXIS 15666 (6th Cir. 1980). 

The insured’s duty of fair disclosure to the 
insurer is the same whether it is breached by 
giving false statements or by failing to give the 
full information known to the insured about 
matters material to the risk, if the insurer does 
not otherwise know of the information. Collins 
v. Pioneer Title Ins. Co., 629 F.2d 429, 1980 U.S. 
App. LEXIS 15666 (6th Cir. 1980). 

In the ordinary practice the duty of disclo- 
sure has been relaxed. Collins v. Pioneer Title 
Ins. Co., 629 F.2d 429, 1980 U.S. App. LEXIS 
15666 (6th Cir. 1980). 

In order to determine whether a matter has 
been misrepresented it must first be deter- 
mined what the insurer asked, required, or 
expected the applicant to represent. Gatlin v. 
World Service Life Ins. Co., 616 S.W.2d 606, 
1981 Tenn. LEXIS 442 (Tenn. 1981). 

In determining whether or not there has 
been a material misrepresentation, it is not 
necessary to find a policy would not have been 
issued had the facts been known. It is only 
necessary to find the misrepresentation was 
sufficient to deny the insurer of information 
which it sought to discover and which it must 
have deemed necessary to an honest appraisal 
of insurability. Clingan v. Vulcan Life Ins. Co., 
694 S.W.2d 327, 1985 Tenn. App. LEXIS 2740 
(Tenn. Ct. App. 1985); Loyd v. Farmers Mut. 


56-7-103 


Fire Ins. Co., 838 S.W.2d 542, 1992 Tenn. App. 
LEXIS 574 (Tenn. Ct. App. 1992). 

It is incumbent upon an insured to review 
documents prior to their execution; it would be 
both unfair and unreasonable to expect an 
insurance company, or any other party to a 
contract, to be bound by the terms of an agree- 
ment to which it had no knowledge of and no 
reason to assume applied. Reynolds v. Massa- 
chusetts Casualty Ins. Co., 900 F. Supp. 915, 
1995 U.S. Dist. LEXIS 18847 (E.D. Tenn. 1995), 
rev'd, Massachusetts Cas. Ins. Co. v. Reynolds, 
113 F.3d 1450, 1997 FED App. 167P, 1997 U.S. 
App. LEXIS 12239 (6th Cir. Tenn. 1997). 


8. —Questions of Fact. 

Whether the representations, made for the 
purpose of obtaining a fidelity bond insuring 
the fidelity of an employee, are true or made 
with intent to deceive, and whether there has 
been a breach of such bond by failure to give 
prompt notice of an “act capable of giving rise to 
a claim thereunder,” are questions of fact. First 
Nat’ Bank v. United States Fidelity & Guar- 
anty Co., 110 Tenn. 10, 75 S.W. 1076, 1902 
Tenn. LEXIS 32, 100 Am. St. Rep. 765 (1902); 
Hunter v. United States Fid. & Guar. Co., 129 
Tenn. 572, 167 S.W. 692, 1914 Tenn. LEXIS 147 
(1914). 

It was for the jury to determine from the 
testimony whether or not plaintiff had heart 
trouble more than six months before policy was 
issued. Gipson v. Mutual Ben. Health & Acci. 
Ass’n, 33 Tenn. App. 167, 230 S.W.2d 413, 1950 
Tenn. App. LEXIS 98 (Tenn. Ct. App. 1950). 

Whether there was deceitful intent in mak- 
ing the misrepresentation is a question of fact. 
Renner v. Firemen’s Ins. Co., 136 F. Supp. 114, 
1955 U.S. Dist. LEXIS 2381 (D. Tenn. 1955). 

Whether the insured’s answers to the ques- 
tions on the application are true or untrue is to 
be determined by the trier of fact and when a 
jury is demanded, cannot be taken from them 
and decided by the trial judge unless the minds 
of reasonable men could reach only one conclu- 
sion as to whether the answers were true or 
false. The same is true if the insurer claims 
that false answers were made with intent to 
deceive. Womack v. Blue Cross & Blue Shield, 
593 S.W.2d 294, 1980 Tenn. LEXIS 398 (Tenn. 
1980). 

Court on a summary judgment motion under 
Fed. R. Civ. P. 56 could not decide whether an 
insured and his wife acted with actual intent to 
deceive plaintiff insurer for purposes of apply- 
ing T.C.A. § 56-7-103 because it was an issue of 
fact for the jury to determine at trial whether 
any misrepresentations in the application for 
insurance were made with the actual intent to 
deceive the insurer. Acuity Mut. Ins. Co. v. 
Frye, 699 F. Supp. 2d 975, 2010 U.S. Dist. 
LEXIS 27006 (E.D. Tenn. Mar. 22, 2010). 


9. —Admission of Testimony. 
Parol evidence is competent to contradict the 
written application for a policy of insurance, 
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and to show that the correct statements made 
by the insured were incorrectly written in the 
application by the agent of the insurer, and that 
the signature of the insured to the application 
was obtained without his knowledge of the 
incorrectness of his answers as therein written. 
The proof of such facts exonerates the insured 
from the charge of misrepresentation. Planters’ 
Ins. Co. v. Sorrels, 60 Tenn. 352, 1872 Tenn. 
LEXIS 507, 25 Am. Rep. 780 (1873); Home Ins. 
Co. v. Stone River Nat'l Bank, 88 Tenn. 369, 12 
S.W. 915, 1889 Tenn. LEXIS 59 (1890); McCar- 
thy v. Catholic Knights & Ladies, 102 Tenn. 
345, 52 S.W. 142, 1899 Tenn. LEXIS 56 (1899); 
Home Ins. Co. v. Hancock, 106 Tenn. 513, 62 
S.W. 145, 1900 Tenn. LEXIS 187, 52 L.R.A. 665 
(1901); Continental Fire Ins. Co. v. Whitaker & 
Dillard, 112 Tenn. 151, 79 S.W. 119, 1903 Tenn. 
LEXIS 95, 105 Am. St. Rep. 916, 64 L.R.A. 451 
(1904). 

Testimony showing that there was a general 
custom of insurance companies, doing business 
at the place where the insured property was 
situated, never to take a risk on vacant and 
unoccupied property, is competent there the 
insured property was burned while unoccupied, 
because this custom is a fact tending to show 
increased risk. Kirby v. Phoenix Ins. Co., 81 
Tenn. 340, 1884 Tenn. LEXIS 48 (1884). 

Where the insurer attempts to avoid the 
policy on the ground of misrepresentation, evi- 
dence of the character of the insured may be 
received as bearing on intent to deceive. Inter- 
state Life & Acci. Co. v. Potter, 17 Tenn. App. 
381, 68 S.W.2d 119, 1933 Tenn. App. LEXIS 73 
(Tenn. Ct. App. 1933). 

Parol evidence may be received to show that 
the insurer’s agent, through mistake, negli- 
gence, or fraud, inserted false answers in the 
application. Robbins v. New York Life Ins. Co., 
18 Tenn. App. 70, 72 S.W.2d 788, 1934 Tenn. 
App. LEXIS 14 (Tenn. Ct. App. 1934). 

In action for cancellation of life insurance 
policy on ground that insured had obtained 
policy from complainant by representing in 
application that he carried no other insurance, 
evidence that he had another policy and had 
applied for a third at the time of making 
application with complainant was admissible 
on the question of intent. Independent Life Ins. 
Co. v. Russell, 18 Tenn. App. 622, 80 S.W.2d 
846, 1934 Tenn. App. LEXIS 62 (Tenn. Ct. App. 
1934). 


10. —Conditions Precedent. 

A provision in a health insurance policy 
against loss of time by reason of certain dis- 
eases, requiring written notice of any disease 
insured against to be given to the insurer 
within 10 days after its contraction, is not a 
warranty or misrepresentation falling under 
the above statute, but such provision is a con- 
dition precedent to the right of recovery, and a 
failure to give the notice operates to forfeit all 
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claims for such sickness, where the policy in- 
sures against such loss of time “subject to the 
provisions, conditions, definitions, and limits” 
in the policy, which contains another clause 
providing that “failure of the insured to comply 
with any provision or condition herein shall 
forfeit all rights to indemnity,” because this last 
clause refers to and embraces within its terms 
the provision or condition of the policy requir- 
ing such notice. Blackman vy. United States 
Casualty Co., 117 Tenn. 578, 103 S.W. 784, 1906 
Tenn. LEXIS 69 (1907); Caldwell v. Virginia 
Fire & Marine Ins. Co., 124 Tenn. 593, 139 S.W. 
698, 1911 Tenn. LEXIS 66 (Tenn. Apr. 1911). 


11. —Intent. 

Willful and intentional fraud, in regard to a 
material matter, in the application for insur- 
ance, works a forfeiture of the right of recovery, 
when so stipulated in the policy. Phoenix Ins. 
Co. v. Munday, 45 Tenn. 547, 1868 Tenn. LEXIS 
45 (1868); State Ins. Co. v. Hughes, 78 Tenn. 
461, 1882 Tenn. LEXIS 205 (1882); Boston 
Marine Ins. Co. v. Scales, 101 Tenn. 628, 49 
S.W. 743, 1898 Tenn. LEXIS 114 (1899); Dossett 
v. First Nat’l Fire Ins. Co., 138 Tenn. 551, 198 
S.W. 889, 1917 Tenn. LEXIS 63 (1917). 

False representations which increase the 
risk may avoid the policy, even though made in 
good faith. Columbian Nat'l Life Ins. Co. v. 
Harrison, 12 F.2d 986, 1926 U.S. App. LEXIS 
3431 (6th Cir. Tenn. 1926); Duncan v. Penn 
Mut. Life Ins. Co., 17 Tenn. App. 62, 65 S.W.2d 
882, 1933 Tenn. App. LEXIS 46 (Tenn. Ct. App. 
1933). 

A life insurance policy may be avoided for 
actual intent to deceive, or for material misrep- 
resentation increasing the insurer’s risk of loss. 
Robbins v. New York Life Ins. Co., 18 Tenn. App. 
70, 72 S.W.2d 788, 1934 Tenn. App. LEXIS 14 
(Tenn. Ct. App. 1934). 

Although there may have been no actual 
intent by the applicant to deceive the insurer by 
his answers to questions, if matter represented 
was such that if the truth had been known to 
the insurer it would have been warranted in 
rejecting the application, the policy should be 
declared forfeited. Robbins v. New York Life 
Ins. Co., 18 Tenn. App. 70, 72 S.W.2d 788, 1934 
Tenn. App. LEXIS 14 (Tenn. Ct. App. 1934). 

The general rule that knowledge possessed 
by the agent at the time of the application is 
imputable to the company is subject to the 
exception that where the insured knowingly 
permits the application containing material 
misrepresentations to be presented by the sub- 
ordinate agent to the insurer’s officers under 
circumstances which the insured knows nega- 
tive probability that the facts will be revealed, 
the policy must be voided. Robbins v. New York 
Life Ins. Co., 18 Tenn. App. 70, 72 S.W.2d 788, 
1934 Tenn. App. LEXIS 14 (Tenn. Ct. App. 
1934). 

Misrepresentation which increases the risk 
of loss will void the policy whether or not made 
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with intent to deceive. Jefferson Standard Life 
Ins. Co. v. Webb, 56 Tenn. App. 314, 406 S.W.2d 
738, 1966 Tenn. App. LEXIS 255 (Tenn. Ct. 
App. 1966). 

Intent to deceive was not prerequisite to 
voiding life insurance policy on basis that in- 
sured falsely stated in application that he had 
never had tuberculosis. Lincoln American Life 
Ins. Co. v. Stephens, 60 Tenn. App. 221, 445 
S.W.2d 910, 1969 Tenn. App. LEXIS 314 (Tenn. 
Ct. App. 1969). 

Misrepresentation material to the risk will 
void the policy even if not made with actual 
intent to deceive. Bauer v. Mutual of Omaha 
Ins. Co., 62 Tenn. App. 189, 460 S.W.2d 366, 
1969 Tenn. App. LEXIS 277 (Tenn. Ct. App. 
1969); Lane v. Travelers Indem. Co., 499 S.W.2d 
643, 1973 Tenn. App. LEXIS 294, 66 A.L.R.3d 
740 (Tenn. Ct. App. 1973). 

An insurer must show a more specific degree 
of intent to avoid a contract for fraud in swear- 
ing to the proofs of loss than for fraud in the 
procurement of the policy. Hendrix v. Insurance 
Co. of North America, 675 S.W.2d 476, 1984 
Tenn. App. LEXIS 2854 (Tenn. Ct. App. 1984). 

When an insurer raises the defense of fraud 
in the proofs of loss, the plaintiff must be shown 
to have acted with an intent to deceive the 
insurer. Hendrix v. Insurance Co. of North 
America, 675 S.W.2d 476, 1984 Tenn. App. 
LEXIS 2854 (Tenn. Ct. App. 1984). 

In an action by insureds under a homeown- 
ers’ policy against the insurer for breach of 
contract, the trial court committed reversible 
error by not instructing the jury on the require- 
ment that they determine whether false state- 
ments on the insurance application were given 
with intent to deceive. Spellmeyer v. Tennessee 
Farmers Mut. Ins. Co., 879 S.W.2d 848, 1993 
Tenn. App. LEXIS 802 (Tenn. Ct. App. 1993). 


12. —Materiality of Statement. 

The matter misrepresented is material if it is 
such as would naturally and reasonably have 
influenced the insurer to decline the applica- 
tion. Interstate Life & Acci. Co. v. Potter, 17 
Tenn. App. 381, 68 S.W.2d 119, 1933 Tenn. App. 
LEXIS 73 (Tenn. Ct. App. 1933). 

As regards applications for life insurance, if 
the concealment or misrepresentation was not 
material to the risk, as where the disease was 
mild and did not recur, such concealment or 
misrepresentation did not relieve the insurer 
from liability on the policy. Interstate Life & 
Acci. Co. v. Potter, 17 Tenn. App. 381, 68 S.W.2d 
119, 1933 Tenn. App. LEXIS 73 (Tenn. Ct. App. 
1933). 

The standard for materiality was established 
by the Tennessee legislature in this section. 
Collins v. Pioneer Title Ins. Co., 629 F.2d 429, 
1980 U.S. App. LEXIS 15666 (6th Cir. 1980). 

Where defendant insurer stated, without 
contradiction, that defendant only wrote theft 
coverage policies where the applicant had no 
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more than one accident and one traffic violation 
within a prior three-year period and empha- 
sized that had plaintiff fully disclosed the his- 
tory of accidents and violations, the policy 
would not have been issued, the record estab- 
lished that the matters misrepresented would 
reasonably affect the defendant insurer’s judg- 
ment to issue the policy. Seaton v. National 
Grange Mut. Ins. Co., 732 S.W.2d 288, 1987 
Tenn. App. LEXIS 2556 (Tenn. Ct. App. 1987). 

A misrepresentation increases the risk of loss 
when it is of such importance that it naturally 
and reasonably influences the judgment of the 
insurer in making the contract. Sine v. Tennes- 
see Farmers Mut. Ins. Co., 861 S.W.2d 838, 
1993 Tenn. App. LEXIS 274 (Tenn. Ct. App. 
1993). 

Insurance policy was deemed void from its 
inception where failure to reveal recent fire loss 
was of such importance as to naturally and 
reasonably influence the judgment of the in- 
surer in issuing the policy, and had the effect of 
increasing insurer’s risk of loss. State Farm 
Gen. Ins. Co. v. Wood, 1 S.W.3d 658, 1999 Tenn. 
App. LEXIS 120 (Tenn. Ct. App. 1999), review 
or rehearing denied, — S.W.3d —, 1999 Tenn. 
LEXIS 357 (Tenn. July 6, 1999). 


13. — —Examples. 

A false denial of a previous rejection for life 
insurance is ipso facto material to the risk and 
avoids the later life policy. Columbian Nat'l Life 
Ins. Co. v. Harrison, 12 F.2d 986, 1926 U.S. App. 
LEXIS 3431 (6th Cir. Tenn. 1926). 

In application for life insurance, the mere 
omission of the applicant to mention a disease 
which did not directly or indirectly cause his 
death is not a material matter in an action to 
recover on the policy. Interstate Life & Acci. Co. 
v. Potter, 17 Tenn. App. 381, 68 S.W.2d 119, 
1933 Tenn. App. LEXIS 73 (Tenn. Ct. App. 
1933). 

When the insured disclosed that he had re- 
ceived a payment in connection with a previous 
accident from another insurer but failed to 
disclose that he had received additional pay- 
ments from two other insurers for the same 
accident, there was no material misrepresenta- 
tion. Provident Life & Acci. Ins. Co. v. Ivy, 18 
Tenn. App. 106, 73 S.W.2d 706, 1933 Tenn. App. 
LEXIS 105 (Tenn. Ct. App. 1933). 

Misrepresentation as to whether the appli- 
cant for insurance had been examined for other 
insurance was as to a matter materially affect- 
ing the risk. Robbins v. New York Life Ins. Co., 
18 Tenn. App. 70, 72 S.W.2d 788, 1934 Tenn. 
App. LEXIS 14 (Tenn. Ct. App. 1934). 

The fact that the applicant did not die of the 
ailment he had had and suppressed is not 
controlling, for if the attacks evidenced a mate- 
rial impairment of the applicant’s constitution, 
the warranties were material, and the contract 
was avoided at its inception. Brotherhood of R. 
Trainmen v. Daniels, 18 Tenn. App. 264, 75 
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S.W.2d 1019, 1934 Tenn. App. LEXIS 29 (Tenn. 
Ct. App. 1934). 

Where insured carried and had applied for 
two other policies which were equal in amount 
to one applied for in complainant company, his 
representation that he carried no other insur- 
ance was a misrepresentation material to the 
risk. Independent Life Ins. Co. v. Russell, 18 
Tenn. App. 622, 80 S.W.2d 846, 1934 Tenn. App. 
LEXIS 62 (Tenn. Ct. App. 1934). 

Where contrary to statements in application 
insured had not fully recovered from prior back 
operation, had consulted physicians on a num- 
ber of occasions for such condition, and knew 
that he suffered a serious condition and that he 
was not in sound health, such misrepresenta- 
tions were material to the risk and would void 
policy even if not made with intent to deceive. 
Bauer v. Mutual of Omaha Ins. Co., 62 Tenn. 
App. 189, 460 S.W.2d 366, 1969 Tenn. App. 
LEXIS 277 (Tenn. Ct. App. 1969). 

Concealment of relationship of applicant to 
former insurer which had refused to renew 
policy influenced judgment of insurer being 
called upon to issue new policy and was mate- 
rial to risk. Lane v. Travelers Indem. Co., 499 
S.W.2d 648, 1973 Tenn. App. LEXIS 294, 66 
A.L.R.3d 740 (Tenn. Ct. App. 1973). 

Information is material to the risk being 
insured when it increases the risk of loss, and 
includes any matter of sufficient importance, in 
the opinion of the court, to naturally and rea- 
sonably influence the judgment of the insurer 
in making the contract. First Tennessee Bank 
Nat'l Ass’n v. United States Fidelity & Guar- 
anty Co., 829 S.W.2d 144, 1991 Tenn. App. 
LEXIS 751 (Tenn. Ct. App. 1991), appeal de- 
nied, First Tennessee Bank, N.A. v. United 
States Fidelity & Guaranty Co., 1992 Tenn. 
LEXIS 256 (Tenn. Mar. 16, 1992). 

Where mortgagees possessed information 
that mortgagor intended to burn dwelling place 
on which insurer had issued an insurance 
policy the information was material to the risk 
being insured. First Tennessee Bank Nat] 
Ass'n v. United States Fidelity & Guaranty Co., 
829 S.W.2d 144, 1991 Tenn. App. LEXIS 751 
(Tenn. Ct. App. 1991), appeal denied, First 
Tennessee Bank, N.A. v. United States Fidelity 
& Guaranty Co., 1992 Tenn. LEXIS 256 (Tenn. 
Mar. 16, 1992). 

False statement about the size of insured’s 
mortgage, where such mortgage was approxi- 
mately 50 percent more than represented in the 
application, was sufficient to materially in- 
crease the risk to the insurer. Sine v. Tennessee 
Farmers Mut. Ins. Co., 861 S.W.2d 838, 1993 
Tenn. App. LEXIS 274 (Tenn. Ct. App. 1993). 

Misrepresentation about prior theft losses by 
the insured was material to the risk. Sine v. 
Tennessee Farmers Mut. Ins. Co., 861 S.W.2d 
838, 1993 Tenn. App. LEXIS 274 (Tenn. Ct. 
App. 1993). 
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Mortgagees, who were parties to a homeown- 
er’s insurance policy, owed a duty to insurer to 
disclose information material to the risk being 
insured, which insurer would not have discov- 
ered through common observation or the exer- 
cise of ordinary diligence. First Tennessee Bank 
Nat! Ass’n v. United States Fidelity & Guar- 
anty Co., 829 S.W.2d 144, 1991 Tenn. App. 
LEXIS 751 (Tenn. Ct. App. 1991), appeal de- 
nied, First Tennessee Bank, N.A. v. United 
States Fidelity & Guaranty Co., 1992 Tenn. 
LEXIS 256 (Tenn. Mar. 16, 1992). 

Homeowner’s failure to disclose boarding 
business in the home increased the risk of loss 
and was a factor that would naturally and 
reasonably influence an insurer’s judgment. 
Vermont Mut. Ins. Co. v. Chiu, 21 S.W.3d 232, 
2000 Tenn. App. LEXIS 27 (Tenn. Ct. App. 
2000), review or rehearing denied, — S.W.3d —, 
2000 Tenn. LEXIS 321 (Tenn. June 12, 2000). 

Insurer contended that the insured made 
material misrepresentations on her application 
for insurance concerning the existence of a 
thermostat controlled heating system and the 
absence of a past loss and the insured offered 
nothing to controvert the proof presented by 
the insurer; therefore, the insurer carried its 
burden of showing that the insured made mis- 
representations that increased the insured’s 
risk of loss. Accordingly, the insurer was per- 
mitted to deny benefits under the homeowner’s 
policy. Snead v. Nationwide Prop. & Cas. Ins. 
Co., 653 F. Supp. 2d 823, 2009 U.S. Dist. LEXIS 
87942 (W.D. Tenn. June 29, 2009). 


14, — —Opinions. 

Any statement of a material fact which forms 
the basis of the contract of life insurance must 
be considered as a warranty, and if false will 
vitiate the contract, whether made willfully 
and with knowledge of the falsity or in good 
faith through ignorance of the truth; but as to 
matters of opinion where only opinion can be 
expressed, it is sufficient if the statement was 
made in good faith and on the best information 
had or obtainable. Supreme Lodge Knights of 
Honor v. Dickson, 102 Tenn. 255, 52 S.W. 862, 
1899 Tenn. LEXIS 44 (1899). 


15. — —Trivial Matters. 

The mere statement of a trivial matter in 
answer to a question in negotiating insurance, 
in no way relating to the cause of death, the 
answer depending almost, if not altogether, 
upon the opinion of the applicant, will not be 
treated as making the answer false. Volunteer 
State L. Ins. Co. v. Richardson, 146 Tenn. 589, 
244 S.W. 44, 1922 Tenn. LEXIS 9, 26 A.L.R. 
1270 (1922). 

Failure to give information concerning a mi- 
nor disease which apparently had been cured 
and which in fact did not contribute to the 
cause of death was not ground for avoidance of 
the policy. Interstate Life & Acci. Co. v. Potter, 
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17 Tenn. App. 381, 68 S.W.2d 119, 1933 Tenn. 
App. LEXIS 73 (Tenn. Ct. App. 1933). 

Insured is not required to list accident policy 
under application for life insurance. Lamar Life 
Ins. Co. v. Culp, 168 Tenn. 332, 78 S.W.2d 56, 
1934 Tenn. LEXIS 62 (1935). 


16. —Increase of Risk. 

The insured under a fire policy upon a dwell- 
ing house, described in the policy as “occupied 
by good tenants,” cannot recover thereon for 
loss, if the house was in fact vacant at the date 
of the policy and the fire, for such statement 
constitutes a warranty on the part of the in- 
sured, whether such false statement was made 
knowingly and fraudulently, or ignorantly, be- 
lieving it true. Such representation is material 
to the risk, and if false, the risk of loss is 
increased. Boyd v. Vanderbilt Ins. Co., 90 Tenn. 
212, 16 S.W. 470, 1891 Tenn. LEXIS 13, 25 Am. 
St. Rep. 676 (1891). 

The misrepresentation or warranty that 
avoids the insurance policy must be made with 
actual intent to deceive, or must have the effect 
to increase the risk of loss, for this statute so far 
modifies and controls the contract of fire insur- 
ance that the undisclosed existence of liens or 
encumbrances on insured personalty by mort- 
gage or by retention of the title to secure the 
purchase price, in the absence of fraud, is 
immaterial, because such liens do not increase 
the risk, as the secured debt would remain after 
the destruction of the property. Light v. Green- 
wich Ins. Co., 105 Tenn. 480, 58 S.W. 851, 1900 
Tenn. LEXIS 95 (1900); Southern Ins. Co. v. 
Estes, 106 Tenn. 472, 62 S.W. 149, 1900 Tenn. 
LEXIS 184, 82 Am. St. Rep. 892, 52 L.R.A. 915 
(1900); Continental Fire Ins. Co. v. Whitaker & 
Dillard, 112 Tenn. 151, 79 S.W. 119, 1903 Tenn. 
LEXIS 95, 105 Am. St. Rep. 916, 64 L.R.A. 451 
(1904); Hughes v. Millers’ Mut. Fire Ins. Co., 
147 Tenn. 164, 246 S.W. 23, 1922 Tenn. LEXIS 
29, 28 A.L.R. 797 (1922); Maden v. Home Ins. 
Co., 9 Tenn. App. 329, 1928 Tenn. App. LEXIS 
239 (1928); Nash Motor Sales Co. v. National 
Liberty Ins. Co., 10 Tenn. App. 4, 1928 Tenn. 
App. LEXIS 1 (1928). 

Where the insured had been examined four 
times on applications for three policies, in less 
than four months previous to his application 
under consideration, and all the policies ap- 
plied for were refused, his false statement that 
he had never been examined for a policy which 
was not issued as applied for, was a material 
misrepresentation of facts increasing the risk of 
loss assumed in issuing the policy, which ren- 
dered it voidable. Mutual Life Ins. Co. v. Di- 
brell, 187 Tenn. 528, 194 S.W. 581, 1916 Tenn. 
LEXIS 93, L.R.A. (n.s.) 1917E554 (1917). 

It is not necessary for avoidance of the policy 
that the matters misrepresented have actually 
contributed to the death of the insured if the 
misrepresentation was such as to materially 
affect the risk. National Life & Acci. Ins. Co. v. 
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American Trust Co., 17 Tenn. App. 516, 68 
S.W.2d 971, 1933 Tenn. App. LEXIS 88 (Tenn. 
Ct. App. 1933). 

The thing misrepresented need not necessar- 
ily be one that increases the hazard in the sense 
that it actually occasions or contributes to the 
loss; if the matter misrepresented “increases 
the risk” involved in insurance of the policy it 
may avoid the contract. Independent Life Ins. 
Co. v. Russell, 18 Tenn. App. 622, 80 S.W.2d 
846, 1934 Tenn. App. LEXIS 62 (Tenn. Ct. App. 
1934). 

The fact that false representations are made 
in application for life insurance is not of itself 
sufficient to avoid the policy, but if such misrep- 
resentations “increase the risk of loss” they will 
be deemed material and will defeat or void the 
policy and prevent its attaching, whether made 
with actual intent to deceive or not. National 
Life & Acci. Ins. Co. v. Lewis, 19 Tenn. App. 459, 
89 S.W.2d 898, 1935 Tenn. App. LEXIS 57 
(Tenn. Ct. App. 1935). 

Where evidence established that insured had 
pleurisy approximately six years prior to his 
application for life insurance, his misrepresen- 
tation as to this fact was held to “increase the 
risk of loss” and to have been naturally and 
reasonably calculated to affect the insurer’s 
judgment in determining whether or not to 
issue the policy. Standard Life Ins. Co. v. 
Strong, 19 Tenn. App. 404, 89 S.W.2d 367, 1935 
Tenn. App. LEXIS 53 (Tenn. Ct. App. 1935). 

Risk of loss is increased within the meaning 
of T.C.A § 56-7-103 if the representation re- 
lates to a matter of sufficient importance to 
naturally and reasonably influence the judg- 
ment of the insurer in issuing the policy. 
Renner v. Firemen’s Ins. Co., 136 F. Supp. 114, 
1955 U.S. Dist. LEXIS 2381 (D. Tenn. 1955); 
Howell v. Colonial Penn Ins. Co., 842 F.2d 821, 
1987 U.S. App. LEXIS 17651 (6th Cir. 1987). 

Any misrepresentation which naturally and 
reasonably influences the judgment of the in- 
surer in making the contract is a misrepresen- 
tation which “increases the risk of loss” within 
the meaning of statute. Tegethoff v. Metropoli- 
tan Life Ins. Co., 57 Tenn. App. 695, 424 S.W.2d 
565, 1966 Tenn. App. LEXIS 213 (Tenn. Ct. 
App. 1966); Bauer v. Mutual of Omaha Ins. Co., 
62 Tenn. App. 189, 460 S.W.2d 366, 1969 Tenn. 
App. LEXIS 277 (Tenn. Ct. App. 1969); Lane v. 
Travelers Indem. Co., 499 S.W.2d 643, 1973 
Tenn. App. LEXIS 294, 66 A.L.R.3d 740 (Tenn. 
Ct. App. 1973). 

Where information to the effect that appli- 
cant for medical and hospital insurance had 
been treated for several years for hypertension 
and partial paralysis of left side and had been 
diagnosed as having multiple sclerosis was not 
included in application and applicant made no 
effort to so inform insurance company even 
though aware of such omission, evidence sus- 
tained finding of chancellor of misrepresenta- 
tion which materially increased the risk. 
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Tegethoff v. Metropolitan Life Ins. Co., 57 Tenn. 
App. 695, 424 S.W.2d 565, 1966 Tenn. App. 
LEXIS 213 (Tenn. Ct. App. 1966). 

Where applicant made false representation 
in application for automobile insurance to the 
effect that he had not suffered a cancellation or 
refusal to renew by any other company it was a 
misrepresentation of information material to 
issuance of policy, increased risk, and rendered 
policy void in its inception. Milligan v. MFA 
Mut. Ins. Co., 497 S.W.2d 736, 1973 Tenn. App. 
LEXIS 298 (Tenn. Ct. App. 1973). 

A beneficiary who was owner of the policy 
and had signed it could not recover where 
material information written on the insurance 
application as to decedent husband’s past medi- 
cal history was so inaccurate and incomplete as 
to increase the risk of loss had the complete 
history been known by insurer, regardless of 
testimony that the insurer’s agent knew the 
complete history but incorrectly filled out the 
application. Hardin v. Combined Ins. Co., 528 
S.W.2d 31, 1975 Tenn. App. LEXIS 197 (Tenn. 
Ct. App. 1975). 

Where trial court found that misrepresenta- 
tions in application for insurance increased the 
risk of loss, such finding was sufficient to deny 
plaintiff the protection of this section and it was 
not error for trial court to hold for insurance 
company although there was no finding of 
fraudulent misrepresentation with actual in- 
tent to deceive. Hammond v. Independent Life 
& Acci. Ins. Co., 589 S.W.2d 913, 1979 Tenn. 
App. LEXIS 338 (Tenn. Ct. App. 1979). 

No recovery will be allowed on a policy issued 
in reliance on a misrepresentation in the appli- 
cation which increased the risk of loss, and it 
matters not what caused the death of the in- 
sured. Montgomery v. Reserve Life Ins. Co., 585 
S.W.2d 620, 1979 Tenn. App. LEXIS 322 (Tenn. 
Ct. App. 1979). 

Where answer to question on application as 
to whether applicant had ever sought advice or 
treatment for a mental or nervous ailment was 
“no” when actually insured had been receiving 
extensive and repeated hospitalization for psy- 
chiatric treatment, it constituted a disability 
such as would naturally affect the judgment of 
the insurer in issuing the policy and did in- 
crease the risk of loss. Montgomery v. Reserve 
Life Ins. Co., 585 S.W.2d 620, 1979 Tenn. App. 
LEXIS 322 (Tenn. Ct. App. 1979). 

Failure to disclose information about other 
disability insurance when applying for disabil- 
ity insurance if properly requested by insurer, 
would increase the risk to the insurance com- 
pany as a matter of law. McDaniel v. Physicians 
Mut. Ins. Co., 621 S.W.2d 391, 1981 Tenn. 
LEXIS 479 (Tenn. 1981). 

False statement on insurance application in- 
creased the risk of loss on the part of insurer so 
as to constitute a material misrepresentation 
under T.C.A § 56-7-103. Kentucky Cent. Life 
Ins. Co. v. Jones, 799 F. Supp. 53, 1992 U.S. 
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Dist. LEXIS 14192 (M.D. Tenn. 1992), affd 
without opinion, 7 F.3d 233, 1993 U.S. App. 
LEXIS 33213 (6th Cir. Tenn. 1993). 

Insurance policy was deemed void from its 
inception where failure to reveal recent fire loss 
was of such importance as to naturally and 
reasonably influence the judgment of the in- 
surer in issuing the policy, and had the effect of 
increasing insurer’s risk of loss. State Farm 
Gen. Ins. Co. v. Wood, 1 S.W.3d 658, 1999 Tenn. 
App. LEXIS 120 (Tenn. Ct. App. 1999), review 
or rehearing denied, — S.W.3d —, 1999 Tenn. 
LEXIS 357 (Tenn. July 6, 1999). 


17. — —Definition. 

The phrase “increase the risk of loss” is the 
same as “increase the risk,” and both alike 
include the risk of loss involved in the issuance 
of the policy. Mutual Life Ins. Co. v. Dibrell, 137 
Tenn. 528, 194 S.W. 581, 1916 Tenn. LEXIS 93, 
L.R.A. (n.s.) 1917E554 (1917). 

Any misrepresentation which naturally and 
reasonably influences the judgment of the in- 
surer in making the contract is a misrepresen- 
tation that “increases the risk of loss” within 
the meaning of the statute, and it does not 
matter that the misrepresentation was unre- 
lated to the cause of the loss. Bagwell v. Canal 
Ins. Co., 663 F.2d 710, 1981 U.S. App. LEXIS 
16101 (6th Cir. Tenn. 1981). 

Any misrepresentation which naturally and 
reasonably influenced the judgment of the in- 
surer in making the contract “increased risk of 
loss” within the meaning of T.C.A. § 56-7-103. 
Brewer v. Mid-West Nat'l Life Ins. Co., 605 
S.W.2d 232, 1979 Tenn. App. LEXIS 399 (Tenn. 
Ct. App. 1980); Howell v. Colonial Penn Ins. 
Co., 842 F.2d 821, 1987 U.S. App. LEXIS 17651 
(6th Cir. 1987). 


18. —Question of Law. 

Whether the insured’s misrepresentation in 
an application for a life insurance policy in- 
creased the risk of loss is a question of law, 
either under this statute or at common law. 
Mutual Life Ins. Co. v. Dibrell, 137 Tenn. 528, 
194 S.W. 581, 1916 Tenn. LEXIS 93, L.R.A. 
(n.s.) 1917E554 (1917); Volunteer State L. Ins. 
Co. v. Richardson, 146 Tenn. 589, 244 S.W. 44, 
1922 Tenn. LEXIS 9, 26 A.L.R. 1270 (1922); 
Duncan v. Penn Mut. Life Ins. Co., 17 Tenn. 
App. 62, 65 S.W.2d 882, 1933 Tenn. App. LEXIS 
46 (Tenn. Ct. App. 1933). 

When it has been determined that false an- 
swers have been made to questions in an appli- 
cation for life insurance, it becomes a question 
of law for the court as to whether such misrep- 
resentations constitute matter increasing the 
risk of loss and a misrepresentation about any 
matter of sufficient importance, in the opinion 
of the court, to naturally and reasonably influ- 
ence the judgment of the insurer in making the 
contract, is a misrepresentation that “increases 
the risk of loss” within the meaning of this 
section. Standard Life Ins. Co. v. Strong, 19 
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Tenn. App. 404, 89 S.W.2d 367, 1935 Tenn. App. 
LEXIS 53 (Tenn. Ct. App. 1935); National Life 
& Acci. Ins. Co. v. Lewis, 19 Tenn. App. 459, 89 
S.W.2d 898, 1935 Tenn. App. LEXIS 57 (Tenn. 
Ct. App. 1935); Little v. Washington Nat'l Ins. 
Co., 34 Tenn. App. 593, 241 S.W.2d 838, 1951 
Tenn. App. LEXIS 104 (Tenn. Ct. App. 1951). 

Whether a misrepresentation increases the 
risk is a question of law for the court. Renner v. 
Firemen’s Ins. Co., 136 F. Supp. 114, 1955 U.S. 
Dist. LEXIS 2381 (D. Tenn. 1955); Harris v. 
State Farm Mut. Auto. Ins. Co., 232 F.2d 532, 
1956 U.S. App. LEXIS 4684 (6th Cir. Tenn. 
1956), cert. denied, 352 U.S. 827, 77S. Ct. 40, 1 
L. Ed. 2d 49, 1956 U.S. LEXIS 471 (1956); Sloop 
v. Mutual of Omaha Ins. Co., 55 Tenn. App. 656, 
404 S.W.2d 265, 1965 Tenn. App. LEXIS 270 
(Tenn. Ct. App. 1965). 

In cases arising under this section, the jury 
may determine whether the answers were false 
and, if so, whether there was intent to deceive, 
but only the trial judge may determine whether 
false answers materially increased the risk of 
loss which is a question of law. The use of a 
special verdict is appropriate in this situation. 
Womack v. Blue Cross & Blue Shield, 593 
S.W.2d 294, 1980 Tenn. LEXIS 398 (Tenn. 
1980). 

Under this section when it is determined that 
the answers contained in the application are 
untrue it becomes a question of law for the 
court as to whether such misrepresentations 
materially increase the risk of loss. Tegethoff v. 
Metropolitan Life Ins. Co., 57 Tenn. App. 695, 
424 S.W.2d 565, 1966 Tenn. App. LEXIS 213 
(Tenn. Ct. App. 1966); Nicholson v. Time Ins. 
Co., 496 S.W.2d 516, 1973 Tenn. App. LEXIS 
305 (Tenn. Ct. App. 1973); Milligan v. MFA Mut. 
Ins. Co., 497 S.W.2d 736, 1973 Tenn. App. 
LEXIS 298 (Tenn. Ct. App. 1973); Brewer v. 
Mid-West Nat'l Life Ins. Co., 605 S.W.2d 232, 
1979 Tenn. App. LEXIS 399 (Tenn. Ct. App. 
1980); Broyles v. Ford Life Ins. Co., 594 S.W.2d 
691, 1980 Tenn. LEXIS 412 (Tenn. 1980); How- 
ell v. Colonial Penn Ins. Co., 842 F.2d 821, 1987 
U.S. App. LEXIS 17651 (6th Cir. 1987); Loyd v. 
Farmers Mut. Fire Ins. Co., 838 S.W.2d 542, 
1992 Tenn. App. LEXIS 574 (Tenn. Ct. App. 
1992); Sine v. Tennessee Farmers Mut. Ins. Co., 
861 S.W.2d 838, 1993 Tenn. App. LEXIS 274 
(Tenn. Ct. App. 1993). 

The insured’s duty to make a fair disclosure 
of the facts means that he or she must disclose 
information which is material to the risk in- 
volved. Whether information not disclosed is 
material is a question of law for the court. 
Collins v. Pioneer Title Ins. Co., 629 F.2d 429, 
1980 U.S. App. LEXIS 15666 (6th Cir. 1980). 


19. — —Matters Not Increasing Risk. 

A change of occupants will not increase the 
risk, and if there be an increase of risk by a 
change of the circumstances disclosed in the 
application, the burden of proof is on the in- 
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surer to show such increased risk. Planters’ 
Ins. Co. v. Sorrels, 60 Tenn. 352, 1872 Tenn. 
LEXIS 507, 25 Am. Rep. 780 (1873). 

Existence of a mortgage or lien or reserved 
title upon insured property does not increase 
risk, and hence misrepresentation in the appli- 
cation on that subject is immaterial. Sims v. 
American Cent. Ins. Co., 296 F. 115, 1924 U.S. 
App. LEXIS 3317 (6th Cir. Tenn. 1924), cert. 
denied, 265 U.S. 595, 44 S. Ct. 638, 68 L. Ed. 
1197, 1924 U.S. LEXIS 3112 (1924), cert. de- 
nied, American Cent. Ins. Co. v. Sims, 265 U.S. 
595, 44 S. Ct. 638, 68 L. Ed. 1197, 1924 U.S. 
LEXIS 3112 (1924). 

Failure of doctor to list $2,500 policy in 
listing other policies totaling $10,500 did not 
constitute a concealment material to the risk. 
Lamar Life Ins. Co. v. Culp, 168 Tenn. 332, 78 
S.W.2d 56, 1934 Tenn. LEXIS 62 (1935). 


20. ——Occupation of Building. 

It does not avoid the policy of insurance that 
a house insured as a dwelling house is, or was 
after the insurance, occupied as a boarding- 
house. Planters’ Ins. Co. v. Sorrels, 60 Tenn. 
352, 1872 Tenn. LEXIS 507, 25 Am. Rep. 780 
(1873). 

Insured’s representations implied from policy 
representations and not actual, that premises 
were used as dwelling house, when in fact they 
were in use as a roadhouse, were not material 
facts in inducing contract where insurer relied 
upon data of an inspection bureau in classifying 
the property and fixing the rate. Cooley v. East 
& West Ins. Co., 166 Tenn. 405, 61 S.W.2d 656, 
1932 Tenn. LEXIS 149 (1933). 

Such, which does not enhance risk of loss by 
fire, is an immaterial change, not defeating 
liability of the insurer. Cooley v. East & West 
Ins. Co., 166 Tenn. 405, 61 S.W.2d 656, 1932 
Tenn. LEXIS 149 (1933). 

Failure of insured to provide for supervision 
of building during period of vacancy permit as 
required by permit barred recovery of fire loss 
during period of permit, since failure to provide 
supervision increased the risk of fire. Garner v. 
Dixie Fire Ins. Co., 189 Tenn. 463, 225 S.W.2d 
821, 1949 Tenn. LEXIS 448 (1949). 


21. —Silence and Blanks. 

The applicant’s omission, without fraudulent 
purpose, to mention a disease, which does not 
directly or indirectly cause or contribute to his 
death, does not avoid the policy, especially 
when no direct or specific inquiry was made 
about the particular disease, for, in the absence 
of specific and direct inquiries, the applicant 
need not disclose every slight and temporary 
illness, but only those more serious attacks 
which have, in some degree, affected unfavor- 
ably his general health or constitution. Knights 
of Pythias v. Cogbill, 99 Tenn. 28, 41 S.W. 340, 
1897 Tenn. LEXIS 5 (1897). 

Silence which will avoid a fire policy must be 
about a matter material to the risk, and this 
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statute does not apply to silence, but deals only 
with misrepresentations and _ warranties. 
Hughes v. Millers’ Mut. Fire Ins. Co., 147 Tenn. 
164, 246 S.W. 23, 1922 Tenn. LEXIS 29, 28 
A.L.R. 797 (1922). 

Failure to fill in a blank in an application for 
fire insurance calling for the amount of encum- 
brances against the property is neither an 
affirmance nor a denial of the existence of 
encumbrances. Hughes v. Millers’ Mut. Fire 
Ins. Co., 147 Tenn. 164, 246 S.W. 23, 1922 Tenn. 
LEXIS 29, 28 A.L.R. 797 (1922). 


22. —Sound Health Provision. 

A provision in a life insurance policy that the 
insurer assumed no obligation thereunder, un- 
less the insured was in sound health at date of 
policy, was valid and binding on the insured. 
Metropolitan Life Ins. Co. v. Chappell, 151 
Tenn. 299, 269 S.W. 21, 1924 Tenn. LEXIS 65 
(1925). 

There is no material difference between 
“sound health” and “good health.” Metropolitan 
Life Ins. Co. v. Chappell, 151 Tenn. 299, 269 
S.W. 21, 1924 Tenn. LEXIS 65 (1925). 

The fact that no medical examination is re- 
quired or made in issuance of life insurance 
policy makes misrepresentations as to material 
matters more significant. Jefferson Standard 
Life Ins. Co. v. Webb, 56 Tenn. App. 314, 406 
S.W.2d 738, 1966 Tenn. App. LEXIS 255 (Tenn. 
Ct. App. 1966). 

Inquiries with respect to specific diseases 
contained in the application indicated that the 
insurer regarded those diseases as material to 
the risk, and it was the duty of the applicant to 
fully and frankly disclose the true condition as 
known to him. Brewer v. Mid-West Nat’l Life 
Ins. Co., 605 S.W.2d 232, 1979 Tenn. App. 
LEXIS 399 (Tenn. Ct. App. 1980). 


23. ——Physical or Mental Condition. 

An applicant for health or life insurance, 
though warranting the truth of his statements 
and answers, is not required to know and state 
in his application, with absolute certainty, his 
real physical condition and predisposition to 
different diseases, but it is sufficient if he in 
good faith discloses fully and truthfully all that 
he knows about his past and present health; 
and the policy of insurance will not be forfeited 
where the applicant, acting in perfect good 
faith, failed to inform the insurer concerning 
his bodily condition with respect to latent, 
obscure, or undeveloped diseases, of the exis- 
tence of which the insured had no knowledge or 
suspicion, and which could not have been dis- 
covered by any reasonable inquiry or diligence 
on his part. K. of P. v. Rosenfeld, 92 Tenn. 508, 
22 S.W. 204, 1893 Tenn. LEXIS 6 (1893); Rand 
v. Provident Sav. Life Assurance Soc., 97 Tenn. 
291, 37 S.W. 7, 1896 Tenn. LEXIS 142 (1896); 
Knights of Pythias v. Cogbill, 99 Tenn. 28, 41 
S.W. 340, 1897 Tenn. LEXIS 5 (1897); Supreme 
Lodge Knights of Honor v. Dickson, 102 Tenn. 
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255, 52 S.W. 862, 1899 Tenn. LEXIS 44 (1899); 
Woodward v. Iowa Life Ins. Co., 104 Tenn. 49, 
56 S.W. 1020, 1899 Tenn. LEXIS 9 (1899); 
Chicago Guar. Fund Life Soc’y v. Ford, 104 
Tenn. 533, 58 S.W. 239, 1900 Tenn. LEXIS 26 
(1900); Blackman v. United States Casualty 
Co., 117 Tenn. 578, 103 S.W. 784, 1906 Tenn. 
LEXIS 69 (1907). 

The “serious illness” that the applicant 
falsely states he never had, in order to avoid the 
policy, must mean such illness that perma- 
nently impaired the insured’s constitution and 
rendered the risk unusually hazardous. Rand v. 
Provident Sav. Life Assurance Soc., 97 Tenn. 
291, 37 S.W. 7, 1896 Tenn. LEXIS 142 (1896); 
Blackman v. United States Casualty Co., 117 
Tenn. 578, 103 S.W. 784, 1906 Tenn. LEXIS 69 
(1907). 

Where the insured’s medical examiner has 
knowledge that he acquired previously while 
acting as insured’s personal physician, such 
knowledge is imputable to the insurer if the 
examiner remembers the facts while acting for 
the insurer and if there is no collusion to 
conceal the facts from the insurer. Interstate 
Life & Acci. Co. v. Potter, 17 Tenn. App. 381, 68 
S.W.2d 119, 1933 Tenn. App. LEXIS 73 (Tenn. 
Ct. App. 1933). 

Female disorders concealed from insurer 
were matters about which it had a right to 
know. Little v. Washington Nat] Ins. Co., 34 
Tenn. App. 593, 241 S.W.2d 838, 1951 Tenn. 
App. LEXIS 104 (Tenn. Ct. App. 1951). 

Failure to disclose an “anxiety condition” of 
such severity as to require hospitalization and 
psychiatric treatment, two grand mal seizures 
while in the hospital, treatment by a neurosur- 
geon and a known, progressive and noticeable 
decrease in ability to use lower extremities 
resulting in numerous falls were material to 
the risk and would have affected judgment of 
carrier in issuing health and accident policies. 
Sloop v. Mutual of Omaha Ins. Co., 55 Tenn. 
App. 656, 404 S.W.2d 265, 1965 Tenn. App. 
LEXIS 270 (Tenn. Ct. App. 1965). 

Presence of heart murmur in newborn infant 
was a matter which would materially increase 
risk in issuance of life insurance policy. Jeffer- 
son Standard Life Ins. Co. v. Webb, 56 Tenn. 
App. 314, 406 S.W.2d 738, 1966 Tenn. App. 
LEXIS 255 (Tenn. Ct. App. 1966). 

As to whether a person is of good health may 
be largely, if not altogether, a matter of opinion, 
about which attending physicians often dis- 
agree, and as to such matters the person’s 
statement made can only be treated as repre- 
sentations and not as warranties, and if made 
in good faith and on the best information had or 
obtainable, they will not vitiate a policy if 
incorrect and not willfully untrue. Gatlin v. 
World Service Life Ins. Co., 616 S.W.2d 606, 
1981 Tenn. LEXIS 442 (Tenn. 1981). 


24, ——Prior Diseases. 
An insurance policy is not rendered void by 
the failure of the insured to state specifically in 
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his application that he had previously been 
afflicted with a certain disease, where the after 
effects of such disease are stated, and the 
medical examiner knew that he had had such 
disease. Knights of Pythias v. Coghill, 99 Tenn. 
28, 41 S.W. 340, 1897 Tenn. LEXIS 5 (1897). 

Where the applicant for life insurance had 
suffered from one or more attacks of renal colic, 
but stated in his application that he had not 
been so afflicted, and where between the date of 
the application and the delivery of the policy, he 
was seized with a severe attack of renal colic, 
which persisted through several days, during 
which time his physician informed him as to 
the nature of the disease, it was the duty of the 
insured to have disclosed such illness to the 
insurance company prior to the delivery of the 
policy, and his failure to do so constituted such 
fraud as would avoid the policy. Harris v. Secu- 
rity Mut. Life Ins. Co., 130 Tenn, 325, 170 S.W. 
474, 1914 Tenn. LEXIS 31, L.R.A. (n.s.) 
1915C153 (1914). 

Pleurisy and the enlargement of the liver are 
in a sense temporary diseases, but they are 
secondary diseases and point to the existence of 
other diseases, and the unexplained suppres- 
sion of this information, when a direct inquiry 
had been made, justifies the conclusion that the 
warranties were material. Brotherhood of R. 
Trainmen v. Daniels, 18 Tenn. App. 264, 75 
S.W.2d 1019, 1934 Tenn. App. LEXIS 29 (Tenn. 
Ct. App. 1934). 

A false answer, to be material, must suppress 
information of a disease which is permanent, 
habitual, and a constitutional ailment, indicat- 
ing some vice in his constitution and having 
some bearing upon his general health and con- 
tinuance of life; but applicant’s omission to 
mention slight and temporary illness, when not 
specifically and directly inquired about, does 
not avoid the policy. Brotherhood of R. Train- 
men v. Daniels, 18 Tenn. App. 264, 75 S.W.2d 
1019, 1934 Tenn. App. LEXIS 29 (Tenn. Ct. 
App. 1934). 

Where application form for life insurance 
contained questions as to whether applicant 
ever suffered from or received treatment for 
any lung disease or disturbance, and whether 
his application for certain insurance ever had 
been declined, postponed or limited, it was 
applicant’s duty to disclose facts in reference to 
these matters, and his false answer in the form 
of a “no” to each of these questions amounted to 
misrepresentations as to facts, not mere mat- 
ters of opinion, which were material to the risk 
and which naturally and reasonably influenced 
the judgment of the insurer. Standard Life Ins. 
Co. v. Strong, 19 Tenn. App. 404, 89 S.W.2d 367, 
1935 Tenn. App. LEXIS 53 (Tenn. Ct. App. 
1935). 

Where insurer issued industrial policy to 
applicant known to have been treated for ulcers 
of the feet, but tests for syphilis made at time of 
treatment were negative, notice of ulcers did 
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not estop insurer from avoiding policy for mis- 
representation as to syphilis with which appli- 
cant was suffering on date policy was issued. 
National Life & Acci. Ins. Co. v. Lewis, 19 Tenn. 
App. 459, 89 S.W.2d 898, 1935 Tenn. App. 
LEXIS 57 (Tenn. Ct. App. 1935). 

An applicant’s false statement in an applica- 
tion as to specific diseases will not constitute a 
material misrepresentation rendering the 
policy void unless the prior diseases, concealed 
by the applicant, were of such a nature as to 
bear upon his general health. Little v. Washing- 
ton Nat'l Ins. Co., 34 Tenn. App. 593, 241 
S.W.2d 838, 1951 Tenn. App. LEXIS 104 (Tenn. 
Ct: App. 1951). 

Insurance company was properly granted 
summary judgment in the wife’s action to re- 
cover her husband’s life insurance benefits fol- 
lowing his death because the wife failed to 
establish a genuine issue of material fact re- 
garding whether her husband answered certain 
questions accurately to the best of his knowl- 
edge and belief. Lane v. Am. Gen. Life & Acci- 
dent Ins. Co., 252 S.W.3d 289, 2007 Tenn. App. 
LEXIS 689 (Tenn. Ct. App. Nov. 14, 2007), 
appeal denied, — S.W.3d —, 2008 Tenn. LEXIS 
246 (Tenn. Apr. 7, 2008), appeal denied, — 
S.W.3d —, 2008 Tenn. LEXIS 261 (Tenn. Apr. 7, 
2008). 


25. — —Age. 

The applicant’s misstatement as to his age, 
where his exact age is not known, and this fact 
is known to the insurer, does not defeat a 
recovery under a life policy upon which dues 
were paid for nearly seven years. McCarthy v. 
Catholic Knights & Ladies, 102 Tenn. 345, 52 
S.W. 142, 1899 Tenn. LEXIS 56 (1899); Inde- 
pendent Order of Foresters v. Cunningham, 127 
Tenn. 521, 156 S.W. 192, 1912 Tenn. LEXIS 47, 
5 A.L.R. 1569 (1913). 

The fact that the insured, in his application 
for a policy on his life, misrepresented to the 
insurer his age and physical condition, and the 
fact that his wife, who upon his death became 
the administratrix of his estate, had knowledge 
thereof, and, in her deposition in her suit to 
recover the insurance money in controversy, 
tried to maintain the truth of these represen- 
tations, cannot defeat her right, as such admin- 
istratrix, to recover the amount of the policy 
paid to an assignee thereof under an arrange- 
ment amounting to a wagering contract or 
transaction. Bendet v. Ellis, 120 Tenn. 277, 120 
Tenn. 277, 111 S.W. 795, 1907 Tenn. LEXIS 48, 
127 Am. St. Rep. 1000, 18 L.R.A. (n.s.) 114 
(1907). 


26. — —Matters 
Death. 

A representation that applicant had not con- 
sulted or been attended by a physician for any 
disease or injury, during the preceding five 
years, is insufficient to defeat an action on a 
benefit certificate, though during such time he 
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had summoned a doctor, during an attack of 
asthma, where the attack amounted to nothing, 
and he promptly recovered from it, and though 
during such time he had procured a prescrip- 
tion from a doctor to reduce his flesh, at a time 
when he was not sick, and had also taken a trip 
to Battle Creek for that purpose, where death 
was caused by influenza, and such attack had 
nothing to do with his death, for the represen- 
tations were as to matters which in no way 
contributed, either directly or indirectly, to his 
death. Hale v. Sovereign Camp W. O. W., 143 
Tenn. 555, 226 S.W. 1045, 1920 Tenn. LEXIS 41 
(1921). 


27. —Change of Occupation. 

Where one is insured, as foreman of the 
construction of a lock dam, against death by 
bodily injuries, and where the insured did some 
occasional diving in connection with the work, 
without receiving any extra compensation 
therefor, there was no change in occupation, 
within the meaning of the policy prohibiting a 
change to a more hazardous occupation. South- 
ern Ins. Co. v. Anderson, 130 Tenn. 482, 172 
S.W. 318, 1914 Tenn. LEXIS 48 (1914). 


28. —Smoking Habits. 

As a matter of law, questions regarding the 
smoking habits of applicants for insurance are 
matters which increase the risk of loss to the 
insurer and affect the insurer’s judgment. Ken- 
tucky Cent. Life Ins. Co. v. Jones, 799 F. Supp. 
53, 1992 U.S. Dist. LEXIS 14192 (M.D. Tenn. 
1992), affd without opinion, 7 F.3d 233, 1993 
U.S. App. LEXIS 33213 (6th Cir. Tenn. 1993). 


29. —Use of Drugs and Liquors. 

A statement in an application for life insur- 
ance that the applicant has never been addicted 
to the use of chloral refers not to a single or 
incidental use, but to a constant, customary, or 
habitual use thereof. Rand v. Provident Sav. 
Life Assurance Soc., 97 Tenn. 291, 37 S.W. 7, 
1896 Tenn. LEXIS 142 (1896). 

The habitual use of intoxicating liquors is a 
matter increasing the risk of loss. Duncan v. 
Penn Mut. Life Ins. Co., 17 Tenn. App. 62, 65 
S.W.2d 882, 1933 Tenn. App. LEXIS 46 (Tenn. 
Ct. App. 1933). 

False statements as to consumption of intoxi- 
cating liquor increase the risk of loss, so as to 
avoid the policy, if they are reasonably and 
naturally calculated to affect the insurer’s judg- 
ment, regardless of whether or not the use of 
liquor contributed to the death of the insured. 
National Life & Acci. Ins. Co. v. American Trust 
Co., 17 Tenn. App. 516, 68 S.W.2d 971, 1933 
Tenn. App. LEXIS 88 (Tenn. Ct. App. 1933). 


30. —Interest in Property Insured. 

While the interest that one acquires in a 
house and lot purchased at execution sale, 
without the payment of the purchase price, 
under some arrangement made with the credi- 
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tors for time, and without receiving a deed, is 
insurable; yet it is necessary, to render a policy 
valid, that such interest should be fully dis- 
closed to the insurer before the policy is issued. 
Aetna Ins. Co. v. Miers, 37 Tenn. 139, 1857 
Tenn. LEXIS 94 (1857). 

A policy of insurance on an automobile is not 
invalid because of statement in the application 
that the car was fully paid for, when in fact 
insured was purchasing it under a conditional 
sale contract which reserved title in the seller, 
notwithstanding that, by the terms of the 
policy, such misrepresentation rendered it void. 
Sims v. American Cent. Ins. Co., 296 F. 115, 
1924 U.S. App. LEXIS 3317 (6th Cir. Tenn. 
1924), cert. denied, 265 U.S. 595, 44S. Ct. 638, 
68 L. Ed. 1197, 1924 U.S. LEXIS 3112 (1924), 
cert. denied, American Cent. Ins. Co. v. Sims, 
265 U.S. 595, 44S. Ct. 638, 68 L. Ed. 1197, 1924 
U.S. LEXIS 3112 (1924). 


31. — —Ownership. 

Mortgagor or conditional vendee may re- 
cover, as sole owner, but not the mortgagee on a 
policy issued to him. Foster v. Illinois Travelers 
Home Ins. Co., 156 Tenn. 436, 300 S.W. 7, 1927 
Tenn. LEXIS 137 (1928). 

Procurement by a tenant in common or by 
the entireties of a policy as sole owner is a 
misrepresentation and material to the risk. 
Alfred v. Bankers’ & Shippers’ Ins. Co., 167 
Tenn. 278, 68 S.W.2d 941, 1933 Tenn. LEXIS 37 
(1934). 

Following an accident, a policy of automobile 
insurance was reformed where it was shown 
that the insurance company’s agent had mis- 
takenly issued the policy to the mother when it 
should have been issued to the daughter who 
was the owner and driver of the automobile 
since there was no proof of any intent to deceive 
or that the risk of loss was increased by the 
agent’s failure to name the true owner of the 
car. Commercial Standard Ins. Co. v. Paul, 35 
Tenn. App. 394, 245 S.W.2d 775, 1951 Tenn. 
App. LEXIS 81 (Tenn. Ct. App. 1951). 

A misrepresentation as to the title to prop- 
erty is sufficient to defeat a recovery on an 
insurance policy. Sine v. Tennessee Farmers 
Mut. Ins. Co., 861 S.W.2d 838, 1993 Tenn. App. 
LEXIS 274 (Tenn. Ct. App. 1993). 


32. Transfers. 

A transfer of the legal interest in an insured 
automobile to a third party to secure notes, 
made by the beneficiary without the consent of 
the insurer, not involving reliance of insurer on 
misrepresentation or false warranty as to title, 
interest, or possession, is not covered by this 
section. Allison v. National Union Fire Ins. Co., 
163 Tenn. 246, 43 S.W.2d 202, 1931 Tenn. 
LEXIS 106 (1931). 

A transfer, in violation of policy provision, of 
the legal interest to a third person to secure a 
note, made without insurer’s consent, avoids 
the policy. Allison v. National Union Fire Ins. 
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Co., 163 Tenn. 246, 43 S.W.2d 202, 1931 Tenn. 
LEXIS 106 (1931). 


33. —Iron Safe Clause. 

A covenant and warranty that the insured 
will keep his books of accounts and inventories 
securely locked in a fireproof safe at night, and 
at all times when the business building is not 
actually open for business; or, failing in this, 
that the insured will keep such books and 
inventories in some place not exposed to fire 
which would destroy the aforementioned build- 
ing, fall directly within the terms of the above 
statute; and the policy is not rendered void by 
such covenant and warranty, because such war- 
ranty does not increase the risk of loss. Conti- 
nental Fire Ins. Co. v. Whitaker & Dillard, 112 
Tenn. 151, 79 S.W. 119, 1903 Tenn. LEXIS 95, 
105 Am. St. Rep. 916, 64 L.R.A. 451 (1904). 

Where general merchants did not keep books 
showing credit sales in the safe, so that the 
value of the stock, at the time of the fire 
destroying the books showing the credit sales, 
could only be proved by oral evidence as to 
value of stock on hand and as to portion of bank 
deposits representing cash sales, an iron safe 
clause of the fire policy precluded recovery, 
notwithstanding this section making warran- 
ties immaterial unless the matter represented 
increased the risk of loss. Hughes Bros. v. Aetna 
Ins. Co., 148 Tenn. 2938, 255 S.W. 363, 1923 
Tenn. LEXIS 18 (1923). 

Iron safe clauses must be substantially com- 
plied with, and, though expert bookkeeping is 
not required, the insured must keep such books 
as will fairly show to a man of ordinary intelli- 
gence all purchases and all sales, both for cash 
and credit, and make an effort, at least, to keep 
such books in a safe place. Hughes Bros. v. 
Aetna Ins. Co., 148 Tenn. 293, 255 S.W. 363, 
1923 Tenn. LEXIS 18 (1923). 


34. —Statements to Agent. 

Statements to a representative of an insur- 
ance company are equivalent to statements to 
the insurance company. Renner vy. Firemen’s 
Ins. Co., 136 F. Supp. 114, 1955 U.S. Dist. 
LEXIS 2381 (D. Tenn. 1955). 

Even though insured correctly answered 
agent’s questions about previous fire losses and 
refusal of prior carrier to renew policy, where 
agent put false information on application for 
insurance, which insured signed without read- 
ing, recovery was properly denied due to mate- 
rial misrepresentation in application. Giles v. 
Allstate Ins. Co., 871 S.W.2d 154, 1993 Tenn. 
App. LEXIS 536 (Tenn. Ct. App. 1993). 


35. —Obligation of Insurer to Investigate. 

Where insured stated that he had had back 
operation in the past but indicated contrary to 
fact that he had fully recovered and had not 
consulted physician or had symptoms of ill 
health in past five years, insurance company 
did not waive right to rely on such misrepre- 
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sentations to void policy by failing to look for 
proof to the contrary. Bauer v. Mutual of 
Omaha Ins. Co., 62 Tenn. App. 189, 460 S.W.2d 
366, 1969 Tenn. App. LEXIS 277 (Tenn. Ct. 
App. 1969). 


36. —Prior Cancellation or Refusal. 

As a matter of law a misstatement in an 
application for automobile liability insurance 
regarding a prior cancellation or refusal to 
write other insurance amounts to a material 
misrepresentation under this section and when 
relied upon by the insurance company renders 
the policy subject to being voided from its 
inception. Medley v. Cimmaron Ins. Co., 514 
S.W.2d 426, 1974 Tenn. LEXIS 455 (Tenn. 
1974). 


37. —Previous Coverage. 

Where, in his application plaintiff stated that 
he carried insurance when, as a matter of fact, 
he did not have insurance, this was a misstate- 
ment in the application which increased the 
risk and consequently renders the policy void- 
able. Bagwell v. Canal Ins. Co., 663 F.2d 710, 
1981 U.S. App. LEXIS 16101 (6th Cir. Tenn. 
1981). 


38. Burden of Proof. 

The burden of establishing a “misrepresenta- 
tion” defense is clearly placed on the insurance 
company. McDaniel v. Physicians Mut. Ins. Co., 
621 S.W.2d 391, 1981 Tenn. LEXIS 479 (Tenn. 
1981). 

The defense of fraud in the proofs of loss in an 
insurance case may be established by a prepon- 
derance of the evidence; a jury instruction re- 
quiring that fraud in this context must be 
shown by clear and convincing evidence is er- 
roneous and imposes too stringent a burden on 
the party asserting the defense. Hendrix v. 
Insurance Co. of North America, 675 S.W.2d 
476, 1984 Tenn. App. LEXIS 2854 (Tenn. Ct. 
App. 1984). 

Defendant life insurance company carried its 
burden of establishing a misrepresentation so 
as to deny payment where the insured failed to 
disclose a doctor’s visit in which the doctor 
diagnosed swollen lymph nodes and stated the 
need to rule out the presence of a tumor. Cum- 
mings v. Federal Kemper Life Assurance Co., 
908 F. Supp. 512, 1993 U.S. Dist. LEXIS 20989 
(E.D. Tenn. 1993). 

Where there was a question of fact as to 
whether the insured signed an insurance appli- 
cation form in blank, the trial court did not err 
in denying the insurer’s motion for a directed 
verdict based on its defense of material misrep- 
resentation in procurement of the policy. Hur- 
ley v. Tennessee Farmers Mut. Ins. Co., 922 
S.W.2d 887, 1995 Tenn. App. LEXIS 713 (Tenn. 
Ct. App. 1995). 
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In an insured’s action against her insurer 
when it denied her health insurance benefits 
after she was diagnosed with breast cancer, the 
trial court did not err in finding for the insured 
as she did not provide false information on her 
insurance application such that the contract of 
insurance was defeated under T.C.A. § 56-7- 
103 when she indicated that she had not been 
advised to have treatment, surgery or testing 
that had not been done. The insured had not 
been advised to have anything other than a 
routine screening mammogram based on her 
race and age, and the insurer failed to carry its 
burden of demonstrating that the insured had 
been advised to have anything other than a 
routine screening mammogram. Owens v. Tenn. 
Rural Health Improvement Ass’n, 213 S.W.3d 
283, 2006 Tenn. App. LEXIS 452 (Tenn. Ct. 
App. 2006), appeal denied, — S.W.3d —, 2006 
Tenn. LEXIS 1107 (Tenn. 2006). 


39. Application Signed in Blank. 

Where there was evidence that the insured 
signed an application in blank and, without 
collusion with the insured, the insurer’s agent 
filled it out, entering erroneous information 
and omitting significant information, the policy 
could not be voided based on falsehoods or 
errors in the application, even though they 
materially increased the risk of loss. Bland v. 
Allstate Ins. Co., 944 S.W.2d 372, 1996 Tenn. 
App. LEXIS 560 (Tenn. Ct. App. 1996). 


40. Signature. 

Although in her claim for payment on her 
husband’s life insurance policy a widow never 
claimed that her husband answered the insur- 
ance company’s questions fully and truthfully 
or that the insurance agent or the nurse re- 
corded his answers incorrectly, even if she had, 
T.C.A. § 56-7-103 would still have applied to 
allow the insurer to deny the claim as long as 
the insured thereafter signed the application 
filled out by the agent. Smith v. Tenn. Farmers 
Life Reassurance Co., 210 S.W.3d 584, 2006 
Tenn. App. LEXIS 451 (Tenn. Ct. App. 2006), 
appeal denied, — S.W.3d —, 2006 Tenn. LEXIS 
1084 (Tenn. 2006). 

Finding in favor of an insurer in its declara- 
tory judgment action against the claimant in 
regard to a homeowners’ insurance policy was 
appropriate because, under T.C.A. § 56-7-103, 
the failure to disclose another individual’s life 
estate increased the insurer’s risk of loss. The 
claimant’s signature bound him as a matter of 
law to the representations in the document that 
he signed. Tenn. Farmers Mut. Ins. Co. v. 
Farrar, 337 S.W.3d 829, 2009 Tenn. App. LEXIS 
162 (Tenn. Ct. App. Apr. 30, 2009), rehearing 
denied, 337 S.W.3d 829, 2009 Tenn. App. LEXIS 
451 (Tenn. Ct. App. May 20, 2009), appeal 
denied, — S.W.3d —, 2011 Tenn. LEXIS 128 
(Tenn. Feb. 16, 2011). 
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Collateral References. 
Construction of incontestable clause appli- 
cable to disability insurance. 67 A.L.R.5th 513. 
Insured’s statement, in application for life or 
health insurance or its reinstatement, that he 
is in good health, as absolute representation of, 
or mere statement of his good-faith belief in, his 
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Misrepresentation or misstatement as to in- 
sured’s marital status or as to his relationship 
to beneficiary, as ground for avoiding liability 
under life insurance policy. 14 A.L.R.3d 931. 

Misstatement by insured, later withdrawn or 
corrected, as breach of cooperation clause. 13 
A.L.R.4th 837. 





good health. 26 A.L.R.3d 1061. 


56-7-104. Hostilities shall not invalidate policy. 


No policy of insurance issued to a citizen of this state by an authorized 
company organized under the laws of a foreign country shall be invalidated by 
the occurrence of hostilities between the foreign country and the United 
States. 


History. 
Acts 1895, ch. 160, § 23; Shan., § 3307; Code 
1932, § 6127; T.C.A. (orig. ed.), § 56-1104. 


56-7-105. Additional liability upon insurers and bonding companies 
for bad-faith failure to pay promptly. 


(a) The insurance companies of this state, and foreign insurance companies 
and other persons or corporations doing an insurance or fidelity bonding 
business in this state, in all cases when a loss occurs and they refuse to pay the 
loss within sixty (60) days after a demand has been made by the holder of the 
policy or fidelity bond on which the loss occurred, shall be liable to pay the 
holder of the policy or fidelity bond, in addition to the loss and interest on the 
bond, a sum not exceeding twenty-five percent (25%) on the liability for the 
loss; provided, that it is made to appear to the court or jury trying the case that 
the refusal to pay the loss was not in good faith, and that the failure to pay 
inflicted additional expense, loss, or injury including attorney fees upon the 
holder of the policy or fidelity bond; and provided, further, that the additional 
hability, within the limit prescribed, shall, in the discretion of the court or jury 
trying the case, be measured by the additional expense, loss, and injury 
including attorney fees thus entailed. 

(b) In any action against an unauthorized foreign or alien insurer or 
bonding company upon a contract of insurance or fidelity bond issued or 
delivered in this state to a resident of this state or to a corporation authorized 
to do business in this state, if the insurer or bonding company has failed for 
thirty (30) days after demand prior to commencement of the action to make 
payment in accordance with the terms of the contract or fidelity bond, and it 
appears to the court that the refusal was vexatious and without reasonable 
cause, the court may allow to the plaintiff a reasonable attorney fee and 
include the fee in any judgment that may be rendered in the action. The fee 
shall not exceed twelve and one half percent (12.5%) of the amount that the 
court or jury finds the plaintiff is entitled to recover against the insurer or 
bonding company, but in no event shall the fee be less than twenty-five dollars 
($25.00). Failure of an insurer or bonding company to defend the action shall 
be deemed prima facie evidence that its failure to make payment was vexatious 
and without reasonable cause. 
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History. 

Acts 1901, ch. 141, § 1; Shan., § 3369a141; 
Code 1932, § 6434; Acts 1955, ch. 2, § 4; T.C.A. 
(orig. ed.), § 56-1105; Acts 1981, ch. 354, § 1; 
2000, ch. 701, § 1. 


Cross-References. 

Automobile liability insurance, survival of 
cause of action, assignability, § 20-5-120. 

Legal insurance, title 56, ch. 43. 

Payment to health care agency of assigned 
insurance benefits, § 68-11-219. 

Report to commissioner of revenue upon ap- 
proval of proof of death by insurance company, 
§ 67-8-424. 


Section to Section References. 
This section is referred to in §§ 56-14-112, 
56-32-126. 


Textbooks. 

Tennessee Jurisprudence, 5 Tenn. Juris., 
Beneficial and Benevolent Associations, § 6; 6 
Tenn. Juris., Constitutional Law, § 58; 15 
Tenn. Juris., Insurance, §§ 39, 77, 82-85, 87- 
97, 120, 131, 141-147. 
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Law Reviews. 

Alternative Dispute Resolution in the Per- 
sonal Injury Forum (William P. Zdancewicz), 26 
U. Mem. L. Rev. 1169 (1996). 

Bad Faith: Building a House of Straw, Sticks, 
or Bricks (Constance A. Anastopoulo), 42 U. 
Mem. L. Rev. 687 (2012). 

Civil Procedure — Long Arm Statute — Dav- 
enport v. State Farm Mut. Auto. Ins. Co.: Has 
Tennessee Fully Embraced the “Minimum Con- 
tacts” Test?, 19 Mem. St. U.L. Rev. 117 (1989). 

Insurance — Accidental Means & Accidental 
Death — Harrell v. Minnesota Mutual Life 
Insurance: Tennessee’s Emergence From the 
Serbonian Bog?, 27 U. Mem. L. Rev. 745 (1997). 

Insurance — Myint v. Allstate Insurance Co.: 
The Tennessee Consumer Protection Act and 
the Insurance Industry, 30 U. Mem. L. Rev. 207 
(1999). 

Just How “Formal” Does an Insured’s “De- 
mand” Have To Be Under Tennessee’s Insurer 
Bad-Faith Statute Anyway? An Argument for 
Why Written Formal Demand Should Be Re- 
quired Under Section 56-7-105(a) of the Ten- 
nessee Code, 30 U. Mem. L. Rev. 239 (2000). 


NOTES TO DECISIONS 


Analysis 


. Constitutionality. 

. Construction. 

. —With Court Rules. 

. Applicability. 

. Assignability of Claims. 

. Nonexclusivity of Remedies. 

. Federal Preemption. 

. Policies Covered. 

. Policies Not Covered. 

10. Tort of Bad Faith. 

11. Demand for Payment. 

12. —Sufficiency of Demand. 

13. —Time for Demand. 

14. Suits. 

15. —Jurisdictional Amount. 

16. —Allegations. 

17. —Issues. 

18. —Burden of Proof. 

19. —Required Showing of Bad Faith. 
20. —Grounds for Refusal to Pay. 
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21. — —Honest Attempt to Settle. 

22. ——Legal Question Involved. 

23. —Facts Showing Ground for Refusal. 
24. — —Disability Cases. 


25. —Facts Not Showing Bad Faith. 
26. —Liability for Penalty. 

27. ——Jury Question. 

28. —Allowance of Penalty. 

29. —Costs. 

30. —Interest. 


1. Constitutionality. 
This section is not unconstitutional as im- 
pairing the obligation of the contract of insur- 


ance in the imposition of the penalty upon 
either unsuccessful party for unfounded and 
bad-faith litigation, for there is such difference 
between insurance business and other kinds of 
business as to justify such statute. Continental 
Fire Ins. Co. v. Whitaker & Dillard, 112 Tenn. 
151, 79 S.W. 119, 1903 Tenn. LEXIS 95, 105 
Am. St. Rep. 916, 64 L.R.A. 451 (1904); Snyder 
v. Supreme Ruler, F. M. C., 122 Tenn. 248, 122 
S.W. 981, 1909 Tenn. LEXIS 21, 45 L.R.A. (n.s.) 
209 (1909), affd, Supreme Ruling of Fraternal 
Mystic Circle v. Snyder, 227 U.S. 497, 33 S. Ct. 
292, 57 L. Ed. 611, 1913 U.S. LEXIS 2324 
(1913), affd, Supreme Ruling of Fraternal Mys- 
tic Circle v. Snyder, 227 U.S. 497, 33 S. Ct. 292, 
57 L. Ed. 611, 1913 U.S. LEXIS 2324 (1913). 

The constitutionality of this act has been 
sustained by the highest court of this state 
upon the authority of numerous decisions of the 
United States supreme court. New Amsterdam 
Casualty Co. v. Shields, 155 F. 54, 1907 U.S. 
App. LEXIS 4632 (6th Cir. Tenn. 1907). 


2. Construction. 

This section may be given application to 
preexisting insurance contracts without im- 
pairing the obligation thereon. Supreme Ruling 
of Fraternal Mystic Circle v. Snyder, 227 U.S. 
497, 33 S. Ct. 292, 57 L. Ed. 611, 1913 US. 
LEXIS 2324 (1913). 

This is a penal statute, and must be strictly 
construed. St. Paul Fire & Marine Ins. Co. v. 
Kirkpatrick, 129 Tenn. 55, 164 S.W. 1186, 1913 
Tenn. LEXIS 94 (1914); De Rossett Hat Co. v. 
London Lancashire Fire Ins. Co., 134 Tenn. 
199, 183 S.W. 720, 1915 Tenn. LEXIS 158 
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(1916); Kimball v. Parks, 151 Tenn. 103, 268 
S.W. 117, 1924 Tenn. LEXIS 49 (1925); Frank- 
lin v. Firemen’s Ins. Co., 4 Tenn. App. 688, 1927 
Tenn. App. LEXIS 218 (1927); Globe Indem. Co. 
v. Union & Planters’ Bank & Trust Co., 27 F.2d 
496, 1928 U.S. App. LEXIS 3418 (6th Cir. Tenn. 
1928); Bockman v. Mutual Health Benefit & 
Accident Ass’n, 7 Tenn. App. 618, 1928 Tenn. 
App. LEXIS 87 (1928); Niagara Fire Ins. Co. v. 
Bryan & Hewgley, Inc., 195 F.2d 154, 1952 U.S. 
App. LEXIS 2914 (6th Cir. Tenn. 1952); Bard’s 
Apparel Mfg., Inc. v. Bituminous Fire & Marine 
Ins. Co., 849 F.2d 245, 1988 U.S. App. LEXIS 
8160 (6th Cir. Tenn. 1988); Minton v. Tennessee 
Farmers Mut. Ins. Co., 832 S.W.2d 35, 1992 
Tenn. App. LEXIS 219 (Tenn. Ct. App. 1992). 

The phrase “not in good faith” is antithetical 
to the words “in good faith,” and implies a lack 
of good or moral intent as the motive for refusal 
to pay the loss, and describes the state of mind 
which underlies and causes the act of refusal to 
pay. Silliman v. International Life Ins. Co., 135 
Tenn. 646, 188 S.W. 273, 1915 Tenn. LEXIS 201 
(1915); Columbian Nat'l Life Ins. Co. v. Harri- 
son, 12 F.2d 986, 1926 U.S. App. LEXIS 3431 
(6th Cir. Tenn. 1926). 

Where contract for insurance was executed in 
Kentucky on property located in Kentucky un- 
der circumstances which indicated that the 
parties contracted with reference to the laws of 
Kentucky, this section had no application, al- 
though mortgagee bank which was payee under 
the policy was located in Tennessee. First 
American Nat'l Bank v. Automobile Ins. Co., 
252 F.2d 62, 1958 U.S. App. LEXIS 3652 (6th 
Cir. Tenn. 1958). 

A penalty under this statute should not be 
given against an insurance company unless its 
conduct involves moral turpitude. Moore v. New 
Amsterdam Casualty Ins. Co., 199 F. Supp. 
941, 1961 U.S. Dist. LEXIS 5979 (E.D. Tenn. 
1961). 

This section is only applicable to suits 
against insurance companies and not to suits 
against insurance agency issuing policy on be- 
half of the insurer. Triolo v. Treadwell & Harry, 
Inc., 51 Tenn. App. 662, 371 S.W.2d 169, 1963 
Tenn. App. LEXIS 87 (Tenn. Ct. App. 1963). 

Although a liability policy obligated insur- 
ance company to pay all sums which the in- 
sured became legally obligated to pay, such 
contract would not bear interest prior to any 
judgment secured thereon and then only after 
the judgment; therefore, this section would not 
be applicable. Tennessee Farmers Mut. Ins. Co. 
v. Cherry, 213 Tenn. 391, 374 S.W.2d 371, 1964 
Tenn. LEXIS 398 (1964). 

In suit upon blanket crime policy to recover 
for alleged losses from fraudulent and dishon- 
est acts of employees of the insured, neither 
§ 47-14-107, providing that bonds, notes, bills 
of exchange and liquidated and settled ac- 
counts shall bear interest from time they be- 
come due, nor this section, imposing a 25 per- 
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cent penalty upon insurer whose failure to pay 
loss was not in good faith, were applicable. 
Genesco, Inc. v. Liberty Mut. Ins. Co., 235 F. 
Supp. 363, 1964 U.S. Dist. LEXIS 6810 (M.D. 
Tenn. 1964). 

This statute does not apply to an insurance 
contract which does not bear interest before 
judgment. Burnette v. Grande Mut. Casualty 
Co., 311 F. Supp. 873, 1970 U.S. Dist. LEXIS 
12532 (E.D. Tenn. 1970). 

Although plaintiff initially completed all of 
the forms required by the defendant and coop- 
erated fully in answering questions regarding 
the theft, this did not meet the formal demand 
requirements of the statute, which is penal in 
nature and must be strictly construed. Walker 
v. Tennessee Farmers Mut. Ins. Co., 568 S.W.2d 
103, 1977 Tenn. App. LEXIS 327 (Tenn. Ct. 
App. 1977). 

The phrases “in all cases” in T.C.A. §56-7-105 
and “exclusive remedy” in § 50-6-108 denote 
the same degree of exclusiveness. Chandler v. 
Prudential Ins. Co., 715 S.W.2d 615, 1986 Tenn. 
App. LEXIS 3011 (Tenn. Ct. App. 1986). 

In an insurance coverage dispute, the in- 
sured was entitled to recover any damages 
applicable in breach of contract actions and was 
not statutorily limited to the recovery of the 
insured loss and the bad faith penalty. Riad v. 
Erie Ins. Exch., 486 S.W.3d 256, 2013 Tenn. 
App. LEXIS 712 (Tenn. Ct. App. Oct. 31, 2013), 
appeal denied, Riad v. Erie Ins. Exch., — 
S.W.3d —, 2014 Tenn. LEXIS 196 (Tenn. Mar. 4, 
2014), superseded by statute as stated in, Lin- 


-denberg v. Jackson Nat'l Life INS. Co., — F. 


Supp. 2d —, 2014 U.S. Dist. LEXIS 184081 
(W.D. Tenn. Dec. 9, 2014). 

This statute did not comprise sole and exclu- 
sive remedy for insurer’s bad faith refusal to 
pay claim because language of T.C.A. § 56-8- 
113 indicated that Tennessee General Assembly 
intended only to preclude remedies and sanc- 
tions that were statutory in nature. Broad 
language of § 113, exempted “remedies, causes 
of action, rights to relief or sanctions available 
under common law” from the preclusive effects 
of § 113 as applied to § 105. Lindenberg v. 
Jackson Nat’l Life INS. Co., — F. Supp. 2d —, 
2014 U.S. Dist. LEXIS 184081 (W.D. Tenn. Dec. 
9, 2014). 

Where the insurer filed a Fed. R. Civ. P. 
12(b)(6) motion to dismiss the insureds’ claim 
for punitive damages, T.C.A. § 56-7-105 did not 
preclude punitive damages; if the Tennessee 
General Assembly wished to eliminate com- 
mon-law punitive damages, it did the opposite 
with T.C.A. § 56-8-113. Carroll v. Nationwide 
Prop. & Cas. Co., — F. Supp. 2d —, 2015 U.S. 
Dist. LEXIS 73674 (W.D. Tenn. June 8, 2015). 


3. —With Court Rules. 

T.C.A. §56-7-105 does not conflict with Tenn. 
R. Civ. P. 8.05(1). Estate of Wilson v. Arlington 
Auto Sales, Inc., 743 S.W.2d 923, 1987 Tenn. 
App. LEXIS 2764 (Tenn. Ct. App. 1987). 
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4. Applicability. 

Under the terms of the performance and 
payment bonds and all of the attending circum- 
stances accompanying their execution, the 
bonds were made with reference to the substan- 
tive laws of the state of New Jersey, and T.C.A. 
§ 56-7-105 had no application. Pub. Serv. Elec. 
& Gas Co. v. Am. Ins. Co. (In re Tech. for Energy 
Corp.), 88 B.R. 182, 1988 Bankr. LEXIS 934 
(Bankr. E.D. Tenn. 1988). 

Insured did not have a claim against the 
disability insurers for bad faith under T.C.A. 
§ 56-7-105 when the insurers stopped paying 
disability based upon the insured’s mental ill- 
ness, where the insured represented that he 
had not been treated for mental illness anytime 
prior to the issuance of the policy but in fact the 
insured had been hospitalized at least three 
times prior to the issuance of the policy for 
mental illness; the incontestability clause did 
not preclude the insurers from denying cover- 
age for the specific condition. Corrington v. 
Equitable Life Assur. Soc’y, 265 F. Supp. 2d 905, 
2003 U.S. Dist. LEXIS 9329 (W.D. Tenn. 2003). 

Insurer had a legitimate issue concerning the 
misrepresentations on the insurance applica- 
tion and who made them, such that it could not 
be said that the insurer acted in bad faith in 
filing the declaratory judgment action to have 
the court decide that issue; the trial court 
improperly assessed a bad faith penalty and 
the award was reversed. Farmers Mut. of Tenn. 
v. Athens Ins. Agency, 145 S.W.3d 566, 2004 
Tenn. App. LEXIS 107 (Tenn. Ct. App. 2004), 
appeal denied, — S.W.3d —, 2004 Tenn. LEXIS 
1201 (Tenn. Oct. 4, 2004). 

Summary judgment was denied given the 
court's determination that questions of fact 
remained as to whether the proper parties to 
the policy were before the court and whether 
the insurance company had grounds to deny 
plaintiffs demand for replacement cost cover- 
age; furthermore, questions of fact remained as 
to whether plaintiff was entitled to a twenty- 
five percent penalty pursuant to T.C.A. § 56-7- 
105. Brentwood Pointe II v. Cmty. Ass’n Under- 
writers of Am., Inc., — F. Supp. 2d —, 2006 U.S. 
Dist. LEXIS 57621 (M.D. Tenn. Aug. 16, 2006). 

Jurys award of punitive damages absent a 
predicate award of compensatory damages was 
a clear error under Tennessee law; T.C.A. § 56- 
7-105 precluded punitive damages because it 
provided the exclusive extra-contractual rem- 
edy for an insurer’s bad faith refusal to pay on 
a policy, and thus, the district court abused its 
discretion by concluding that the punitive dam- 
ages award could be attributed to the breach of 
contract claim. The jury’s award of punitive 
damages was apparently the result of confusion 
prompted by the verdict form; because there 
was no basis on which to credit the jury’s 
liability finding instead of its finding on puni- 
tive damages, or to infer from the punitive 
damages award that it would have found defen- 
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dant liable and awarded compensatory dam- 
ages had it been properly instructed, a new 
trial on liability and damages was warranted. 
Heil Co. v. Evanston Ins. Co., 690 F.3d 722, 
2012 FED App. 244P, 2012 U.S. App. LEXIS 
16104 (6th Cir. Aug. 3, 2012). 


5. Assignability of Claims. 

Excess insurer’s claim for statutory penalties 
under T.C.A. § 56-7-105(a), which was pre- 
mised on the primary insurer’s failure to reim- 
burse the excess insurer for a sum that the 
excess insurer paid when the primary insurer 
did not settle a claim for less than its policy 
limits had to be dismissed because such bad 
faith claim belonged to the insured and was not 
assignable. Elec. Ins. Co. v. Nationwide Mut. 
Ins. Co., 384 F. Supp. 2d 1190, 2005 U.S. Dist. 
LEXIS 18180 (W.D. Tenn. 2005). 


6. Nonexclusivity of Remedies. 

The insurance regulations in this chapter do 
not foreclose application of the Consumer Pro- 
tection Act, compiled in title 47, chapter 18, to 
insurance companies. Myint v. Allstate Ins. Co., 
970 S.W.2d 920, 1998 Tenn. LEXIS 293 (Tenn. 
1998), superseded by statute as stated in, Da- 
vidoff v. Progressive Haw. Ins. Co., — F. Supp. 
2d —, 2013 U.S. Dist. LEXIS 3114 (M.D. Tenn. 
Jan. 9, 2013), superseded by statute as stated 
in, Westfield Ins. Co. v. RLP Partners, LLC, — 
F. Supp. 2d —, 2013 U.S. Dist. LEXIS 75673 
(M.D. Tenn. May 30, 2013), superseded by stat- 
ute as stated in, Price’s Collision Ctr., LLC v. 
Progressive Haw. Ins. Corp., — F. Supp. 2d —, 
2013 U.S. Dist. LEXIS 154225 (M.D. Tenn. Oct. 
28, 2013), superseded by statute as stated in, 
Lindenberg v. Jackson Nat'l Life INS. Co., — F. 
Supp. 2d —, 2014 U.S. Dist. LEXIS 184081 
(W.D. Tenn. Dec. 9, 2014), superseded by stat- 
ute as stated in, Am. Nat’l Property & Cas. Co. 
v. Stutte, — F. Supp. 2d —, 2015 U.S. Dist. 
LEXIS 48726 (E.D. Tenn. Apr. 14, 2015). 

Punitive damages are available in addition to 
the remedies for bad faith set out in this sec- 
tion. Lindenberg v. Jackson Nat’! Life INS. Co., 
— F. Supp. 2d —, 2014 U.S. Dist. LEXIS 
184081 (W.D. Tenn. Dec. 9, 2014). 


7. Federal Preemption. 

T.C.A. § 56-7-105 is preempted by the fed- 
eral Employee Retirement Income Security Act 
of 1974. Boudra v. Humana Health Ins. Co., 730 
F. Supp. 14382, 1990 U.S. Dist. LEXIS 5138 
(W.D. Tenn. 1990). 

Plaintiff state court claim under theories of 
common law breach of contract and bad faith 
failure to pay an insurance claim under T.C.A. 
§ 56-7-105 were preempted by the Employee 
Retirement Income Security Act of 1974 
(“ERISA”), 29 U.S.C. § 1001, et seq. Bishop v. 
Provident Life & Casualty Ins. Co., 749 F. 
Supp. 176, 1990 U.S. Dist. LEXIS 18113 (E.D. 
Tenn. 1990). 
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Claimant’s state law claims for breach of 
contract, breach of fiduciary duty and bad faith 
denial of a claim based on denial of health 
insurance benefits were preempted by the Fed- 
eral Employee Health Benefits Act. Rievley v. 
Blue Cross Blue Shield, 69 F. Supp. 2d 1028, 
1999 U.S. Dist. LEXIS 15566 (E.D. Tenn. 1999). 

Insured’s claim against its crop insurer, its 
adjustment firm, and an independent insur- 
ance agent under T.C.A. § 56-7-105 set forth a 
cause of action for bad faith refusal to honor a 
policy and thus was derivative of a determina- 
tion regarding the crop insurance policy itself; 
therefore, this claim was preempted by 7 C.F.R. 
§ 400.176 and 400.352. Plants, Inc. v. Fire- 
man’s Fund Ins. Co., — S.W.3d —, 2012 Tenn. 
App. LEXIS 561 (Tenn. Ct. App. Aug. 13, 2012). 

T.C.A. § 56-7-105 sets forth a cause of action 
for bad faith refusal to honor a policy and thus 
is derivative of a determination regarding a 
insurance policy itself; therefore, an insured’s 
claim under § 56-7-105 with respect to a a 
federally reinsured multiple peril crop insur- 
ance policy was preempted by 7 C.FR. 
§§ 400.176 and 400.352 Plants, Inc. v. Fire- 
man’s Fund INS. Co., — S.W.3d —, 2012 Tenn. 
App. LEXIS 562 (Tenn. Ct. App. Aug. 13, 2012). 

In case under Employee Retirement Income 
Security Act (ERISA) involving allegations that 
insurer utilized claims administration process 
to punish provider for refusing to join insurer’s 
network, provider’s state law claims under Ten- 
nessee’s bad faith insurance denial statute, 
Prompt Pay Act, and tortious inteference law 
were preempted by ERISA because these laws 
did not have effect of transferring or spreading 
policyholders’ risk and did not constitute inte- 
gral part of policy relationship between insurer 
and insured. Productive MD, LLC v. Aetna 
Health & Aetna Life Ins Co., 969 F. Supp. 2d 
901, 2013 U.S. Dist. LEXIS 122609 (M.D. Tenn. 
Aug. 28, 2013). 


8. Policies Covered. 

This statute was applied and enforced in a 
suit upon a policy of fire insurance on property. 
Continental Fire Ins. Co. v. Whitaker & Dillard, 
112 Tenn. 151, 79 S.W. 119, 1903 Tenn. LEXIS 
95, 105 Am. St. Rep. 916, 64 L.R.A. 451 (1904). 

The statute was also applied and enforced in 
a suit upon a life insurance policy issued by an 
assessment, fraternal, and benevolent associa- 
tion, without any question as to the application 
of the statute to such insurance contracts. Sny- 
der v. Supreme Ruler, F. M. C., 122 Tenn. 248, 
122 S.W. 981, 1909 Tenn. LEXIS 21, 45 L.R.A. 
(n.s.) 209 (1909), affd, Supreme Ruling of Fra- 
ternal Mystic Circle v. Snyder, 227 U.S. 497, 33 
S. Ct. 292, 57 L. Ed. 611, 1913 U.S. LEXIS 2324 
(1913), affd, Supreme Ruling of Fraternal Mys- 
tic Circle v. Snyder, 227 U.S. 497, 33 S. Ct. 292, 
57 L. Ed. 611, 1913 U.S. LEXIS 2324 (1918). 

This statute was applied and enforced in a 
suit upon an accident and sick benefit policy. 
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Thompson v. Interstate Life & Acci. Co., 128 
Tenn. 526, 162 S.W. 39, 1913 Tenn. LEXIS 66 
(1913). 

This statute extends to fidelity insurance 
contracts. Kendrick-Roan Grain & Elevator Co. 
v. Weaver, 128 Tenn. 609, 163 S.W. 814, 1913 
Tenn. LEXIS 76 (1913); Kimball v. Parks, 151 
Tenn. 103, 268 S.W. 117, 1924 Tenn. LEXIS 49 
(1925). 

The statute had in view written contracts 
which bear interest, and has no application to 
surety bond the penalty of which cannot be 
exceeded by allowance of interest prior to judg- 
ment. Peoples Bank & Trust Co. v. United 
States Fidelity & Guaranty Co., 156 Tenn. 517, 
3 S.W.2d 163, 1927 Tenn. LEXIS 147 (1928); 
Globe Indem. Co. v. Union & Planters’ Bank & 
Trust Co., 27 F.2d 496, 1928 U.S. App. LEXIS 
3418 (6th Cir. Tenn. 1928). 

Fraternal benefit societies fall within the 
purview of and are governed by this section. 
MacCabees v. Carter, 181 F.2d 595, 1950 U.S. 
App. LEXIS 2654 (6th Cir. Tenn. 1950), cert. 
denied, Maccabees & Modern Woodmen v. 
Carter, 340 U.S. 830, 71S. Ct. 68, 95 L. Ed. 610, 
1950 U.S. LEXIS 1694 (1950), cert. denied, 
Maccabees & Modern Woodmen v. Carter, 340 
U.S. 830, 71S. Ct. 68, 95 L. Ed. 610, 1950 U.S. 
LEXIS 1694 (1950). 


9. Policies Not Covered. 

This statute does not apply to workers’ com- 
pensation claims. Wilkinson v. Johnson City 
Shale Brick Corp., 156 Tenn. 373, 2 S.W.2d 89, 
299 S.W. 1056, 1927 Tenn. LEXIS 130 (1928), 
modified, 156 Tenn. 373, 2 S.W.2d 89, 299 S.W. 
1056, 1928 Tenn. LEXIS 243 (1928). 

Automobile liability insurance policies are 
not subject to the terms and provisions of this 
section. Medley v. Cimmaron Ins. Co., 514 
S.W.2d 426, 1974 Tenn. LEXIS 455 (Tenn. 
1974). 


10. Tort of Bad Faith. 

The supreme court in MFA Mut. Ins. Co. v. 
Flint, 574 S.W.2d 718, 1978 Tenn. LEXIS 679 
(Tenn. 1978), did not recognize the tort of bad 
faith in Tennessee Chandler v. Prudential Ins. 
Co., 715 S.W.2d 615, 1986 Tenn. App. LEXIS 
3011 (Tenn. Ct. App. 1986). 

Insured did not plead that bad faith litigation 
was threatened if insurer persisted in refusing 
to honor the policy; as such, insured failed to 
make a formal demand that entailed an explicit 
threat of bad faith litigation as required under 
T.C.A. § 56-7-105. Cracker Barrel Old Country 
Store, Inc. v. Cincinnati Ins. Co., 590 F. Supp. 
2d 970, 2008 U.S. Dist. LEXIS 105788 (M.D. 
Tenn. Aug. 27, 2008). 


11. Demand for Payment. 

A formal demand for payment of the loss is 
essential in order to render insurer liable to the 
penalty. Mutual Reserve Fund Life Asso. v. 
Tuchfeld, 159 F. 833, 1908 U.S. App. LEXIS 
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4137 (6th Cir. Tenn. 1908); Bard’s Apparel Mfg., 
Inc. v. Bituminous Fire & Marine Ins. Co., 849 
F.2d 245, 1988 U.S. App. LEXIS 8160 (6th Cir. 
Tenn. 1988). 

The demand is properly and justly intended 
to operate as a fair warning to the insurer that 
the penalty will be claimed, on failure to pay 
within 60 days; and though the requirement of 
notice has no bearing upon the right of the 
insured to enforce the contract itself, immedi- 
ately upon its maturity; yet, in order to recover 
the penalty, demand for payment must be made 
after maturity, and suit must not be brought 
until the lapse of 60 days thereafter unless 
payment be sooner refused. St. Paul Fire & 
Marine Ins. Co. v. Kirkpatrick, 129 Tenn. 55, 
164 S.W. 1186, 1913 Tenn. LEXIS 94 (1914). 

A formal demand for payment must be made 
by the insured, after maturity of the policy; 
and, if the insurer fails to pay the loss, within 
60 days thereafter, the insured may sue on the 
policy or award, and recover the loss and also 
the penalty, if the refusal was not in good faith. 
St. Paul Fire & Marine Ins. Co. v. Kirkpatrick, 
129 Tenn. 55, 164 S.W. 1186, 1913 Tenn. LEXIS 
94 (1914); De Rossett Hat Co. v. London Lan- 
cashire Fire Ins. Co., 134 Tenn. 199, 183 S.W. 
720, 1915 Tenn. LEXIS 158 (1916). 

Where there was a legitimate difference be- 
tween the parties as to the amount of the loss 
on a fire insurance policy and thereafter, as 
they had a right to do under the terms of the 
policies, insurers demanded an appraisal; but 
neither party was satisfied with the award and 
it was set aside without objection of either, it 
was held that the amount of the loss had never 
been fixed and the policies had not matured by 
their terms, so as to enable complainant to 
make the demand required by this section. 
Third Nat'l Bank v. American Equitable Ins. 
Co., 27 Tenn. App. 249, 178 S.W.2d 915, 1943 
Tenn. App. LEXIS 140 (Tenn. Ct. App. 1943). 

The defendant is entitled to notice of the 
claim for bad faith and a period in which to 
reflect upon the consequences of its failure to 
pay. Walker v. Tennessee Farmers Mut. Ins. 
Co., 568 S.W.2d 103, 1977 Tenn. App. LEXIS 
327 (Tenn. Ct. App. 1977). 

Because the record reflected that more than 
60 days before filing suit, the insured provided 
notice to the insurer’s agent that he intended to 
file a civil suit in which he would likely raise 
bad faith if his claim remained unpaid, thus, 
the insured was properly found to have fulfilled 
the statutory notice requirement contained in 
T.C.A. § 56-7-105. Riad v. Erie Ins. Exch., 436 
S.W.3d 256, 2013 Tenn. App. LEXIS 712 (Tenn. 
Ct. App. Oct. 31, 2013), appeal denied, Riad v. 
Erie Ins. Exch., — S.W3d —, 2014 Tenn. 
LEXIS 196 (Tenn. Mar. 4, 2014), superseded by 
statute as stated in, Lindenberg v. Jackson 
Nat’l Life INS. Co., — F. Supp. 2d —, 2014 USS. 
Dist. LEXIS 184081 (W.D. Tenn. Dec. 9, 2014). 
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12. —Sufficiency of Demand. 

Bringing the suit itself is not a sufficient 
demand for payment. Mutual Reserve Fund 
Life Asso. v. Tuchfeld, 159 F. 833, 1908 U.S. 
App. LEXIS 4137 (6th Cir. Tenn. 1908). 

Where, on refusal to pay an indemnity under 
an accident and sick benefit policy, a bill there- 
for and for the penalty was filed, and, addi- 
tional losses thereafter accruing, amended and 
supplemental bills to recover them were filed 
more than 60 days having elapsed before their 
filing, the filing of the bill was a sufficient 
demand, and the filing of the answers denying 
the liability was an explicit refusal of payment 
as regards the right to recover the penalty on 
the additional losses. Thompson v. Interstate 
Life & Acci. Co., 128 Tenn. 526, 162 S.W. 39, 
1913 Tenn. LEXIS 66 (1913). 

There is nothing in T.C.A. § 56-7-105 or in 
the cases construing it that expressly requires 
that a formal demand be a written demand. 
Hampton v. Allstate Ins. Co., 48 F. Supp. 2d 
739, 1999 U.S. Dist. LEXIS 7946 (M.D. Tenn. 
1999). 

The elements of a formal demand are proof of 
acts that serve the clear purposes of a “formal 
demand;” those purposes are: (1) to allow the 
insurance company an opportunity to investi- 
gate the insured’s claim of loss; (2) to give the 
insurance company notice of the insured’s in- 
tent to assert a bad faith claim if the disputed 
claim is not paid and (3) to memorialize the fact 
that 60 days have expired after the insured 
gave such notice before filing suit. Hampton v. 
Allstate Ins. Co., 48 F. Supp. 2d 739, 1999 U.S. 
Dist. LEXIS 7946 (M.D. Tenn. 1999). 

Insurer’s motion for directed verdict at close 
of proof was well taken and should have been 
granted because there was no evidence that 
insurer at any time made formal demand for 
payment such as would have apprised insurer 
of insured’s bad faith claim. PacTech, Inc. v. 
Auto-Owners Ins. Co., 292 S.W.3d 1, 2008 Tenn. 
App. LEXIS 548 (Tenn. Ct. App. Sept. 22, 2008). 

Insured could assert his or her legal right to 
payment from an insurer and thus comply with 
the plain text of T.C.A. § 56-7-105(a) without 
making an explicit reference to a potential 
lawsuit, and although a demand requirement 
was intended to provide an insurer notice of the 
threat of litigation, an insured’s assertion of the 
legal right to payment was sufficient to provide 
that notice. Thus, plaintiff insured’s letter con- 
tained an explicit demand for payment, and a 
jury was entitled to find that its letter served as 
the demand required by statute. Heil Co. v. 
Evanston Ins. Co., 690 F.3d 722, 2012 FED App. 
244P, 2012 U.S. App. LEXIS 16104 (6th Cir. 
Aug. 3, 2012). 


13. —Time for Demand. 

Where the award of arbitrators as to the 
amount of loss under a fire policy was defective, 
and the insurance company rightly filed a bill to 
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set aside the award, the penalty given by this 
statute was not recoverable under the insured’s 
cross-bill, because the time for making formal 
demand of payment had not arrived. St. Paul 
Fire & Marine Ins. Co. v. Kirkpatrick, 129 
Tenn. 55, 164 S.W. 1186, 1913 Tenn. LEXIS 94 
(1914). 

If no demand is made for arbitration of the 
loss under fire insurance, the policy matures, 
for the purpose of authorizing a formal demand 
for payment in order to recover the penalty at 
the expiration of the number of days fixed in 
the policy for its maturation; but, if the policy 
provides for payment after a certain number of 
days after the filing of an award, the date of 
maturity would be governed by the number of 
days so fixed. St. Paul Fire & Marine Ins. Co. v. 
Kirkpatrick, 129 Tenn. 55, 164 S.W. 1186, 1913 
Tenn. LEXIS 94 (1914); Silliman v. Interna- 
tional Life Ins. Co., 135 Tenn. 646, 188 S.W. 
273, 1915 Tenn. LEXIS 201 (1915); De Rossett 
Hat Co. v. London Lancashire Fire Ins. Co., 134 
Tenn. 199, 183 S.W. 720, 1915 Tenn. LEXIS 158 
(1916). 

Filing bill is not a demand in the sense of this 
statute, though the bill be filed after maturity 
of the policy, where the demand of payment was 
made before the maturity thereof, and not 
afterwards. De Rossett Hat Co. v. London Lan- 
cashire Fire Ins. Co., 134 Tenn. 199, 183 S.W. 
720, 1915 Tenn. LEXIS 158 (1916). 

Demand of payment, made before the matu- 
rity of the contract of insurance, according to its 
terms, is not a demand within the meaning of 
this statute. De Rossett Hat Co. v. London 
Lancashire Fire Ins. Co., 134 Tenn. 199, 183 
S.W. 720, 1915 Tenn. LEXIS 158 (1916). 


14. Suits. 

The suit must be delayed 60 days after de- 
mand only when the company does not answer 
the demand within that time; and, where the 
refusal is sooner made, suit may be commenced 
immediately thereafter. Thompson v. Interstate 
Life & Acci. Co., 128 Tenn. 526, 162 S.W. 39, 
1913 Tenn. LEXIS 66 (1913). 

Refusal of payment, made within 60 days 
after formal demand made after maturity of the 
policy or award, would justify suit, and the 
penalty would be incurred and recoverable, if 
the refusal was not in good faith. St. Paul Fire 
& Marine Ins. Co. v. Kirkpatrick, 129 Tenn. 55, 
164 S.W. 1186, 1913 Tenn. LEXIS 94 (1914); 
Freeze v. Continental Cas. Co., 5 Tenn. App. 
261, 1927 Tenn. App. LEXIS 58 (1927). 

In order to justify penalty against insurer for 
bad-faith refusal to pay, policy must have be- 
come due and payable, the insurer must have 
refused to pay loss within 60 days and refusal 
must have been in bad faith. Third Nat'l Co. v. 
Thompson, 28 Tenn. App. 436, 191 S.W.2d 190, 
1945 Tenn. App. LEXIS 82 (Tenn. Ct. App. 
1945). 

Insured was entitled to sue for penalty for 
bad-faith refusal of insurer to pay disability 
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benefits. King v. Mutual Life Ins. Co., 114 F. 
Supp. 700, 1953 U.S. Dist. LEXIS 4059 (D. 
Tenn. 1953). 

Before there can be a recovery of penalty 
under T.C.A. § 56-7-105, (1) the policy of insur- 
ance must, by its terms, have become due and 
payable; (2) a formal demand for payment must 
have been made; (3) the insured must wait 60 
days after making his demand before filing suit 
unless there is a refusal to pay prior to the 
expiration of the 60 days; and (4) the refusal to 
pay must not have been in good faith. Walker v. 
Tennessee Farmers Mut. Ins. Co., 568 S.W.2d 
103, 1977 Tenn. App. LEXIS 327 (Tenn. Ct. 
App. 1977); Palmer v. Nationwide Mut. Fire 
Ins. Co., 723 S.W.2d 124, 1986 Tenn. App. 
LEXIS 3236 (Tenn. Ct. App. 1986). 

Because there were legitimate grounds for 
disagreement about the coverage of the insur- 
ance policy, the trial court found that the in- 
surer should not be burdened with the statu- 
tory penalty; the trial court did not abuse its 
discretion in refusing to impose the bad faith 
penalty. Marlin Fin. & Leasing Corp. v. Nation- 
wide Mut. Ins. Co., 157 S.W.3d 796, 2004 Tenn. 
App. LEXIS 485 (Tenn. Ct. App. 2004), appeal 
denied, — S.W.3d —, 2005 Tenn. LEXIS 173 
(Tenn. Feb. 28, 2005). 

Beneficiary’s bad faith claim against an in- 
surer under Tennessee’s bad faith statute, 
T.C.A. § 56-7-105, was time-barred because it 
was filed almost six years after the denial of 
benefits claim, and the statute was governed by 
the one-year limitations period of T.C.A. § 28- 
3-104(a)(4) for actions for statutory penalties. 
Wynne v. Stonebridge Life Ins. Co., 694 F. Supp. 
2d 871, 2010 U.S. Dist. LEXIS 23941 (W.D. 
Tenn. Feb. 22, 2010). 


15. —Jurisdictional Amount. 

The penalty may be added to the policy loss 
in order to bring the case within the jurisdic- 
tional amount of federal courts. Columbian 
Nat'l Life Ins. Co. v. Harrison, 12 F.2d 986, 1926 
U.S. App. LEXIS 3431 (6th Cir. Tenn. 1926). 

Where an insurer was sued under T.C.A. 
§ 47-18-104, T.C.A. § 56-7-105, and for breach 
of contract, the action was properly removed to 
federal district court pursuant to 28 U.S.C. 
§ 1441(a) because the amount in controversy 
requirement pursuant to 28 U.S.C. § 1332(a) 
could more likely than not be met by the 
inclusion of attorney fees, which were autho- 
rized under T.C.A. § 47-18-109(e)(1) and T.C.A. 
§ 56-7-105, conferring subject matter jurisdic- 
tion on the federal district court. Williamson v. 
Aetna Life Ins. Co., 481 F.3d 369, 2007 FED 
App. 109P, 2007 U.S. App. LEXIS 6597 (6th Cir. 
Tenn. 2007). 


16. —Allegations. 

A bill alleging that defendant had refused to 
pay the claim for insurance, and that the re- 
fusal was not in good faith, and that such 
failure had inflicted additional expense, loss, 
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and injuries upon complainant in an amount 
equal to not less than 25 percent of the amount 
sought to be recovered, was insufficient, upon 
pro confesso, to authorize a recovery for addi- 
tional loss as a penalty, save the counsel fees, a 
loss which appeared in the record, for such bill 
should state the facts which constitute such 
additional expense, loss, and injury, so the 
court may be able to measure and judge of the 
same. Edington v. Michigan Mut. Life Ins. Co., 
134 Tenn. 188, 183 S.W. 728, 1915 Tenn. LEXIS 
157 (1915). 


17. —Issues. 

In an action on fire policies, where the insur- 
ers admitted liability, paid into court the 
amounts of the policies, and withdrew their 
answers denying liability, so that the only thing 
left for trial was whether complainant was 
entitled to the penalty, issues as to whether the 
fire was accidental or whether it was the act of 
the insured are immaterial and should not be 
submitted. De Rossett Hat Co. v. London Lan- 
cashire Fire Ins. Co., 134 Tenn. 199, 183 S.W. 
720, 1915 Tenn. LEXIS 158 (1916). 

The insurer’s good or bad faith in refusing to 
pay a claim is a question for the jury. Smith v. 
Travelers Ins. Co., 438 F.2d 378, 1971 U.S. App. 
LEXIS 11805 (6th Cir. Tenn. 1971), cert. de- 
nied, 404 U.S. 832, 92 S. Ct. 79, 30 L. Ed. 2d 62, 
1971 U.S. LEXIS 1019 (1971), cert. denied, 
Travelers Ins. Co. v. Smith, 404 U.S. 832, 92 S. 
Ct. 79, 30 L. Ed. 2d 62, 1971 U.S. LEXIS 1019 
(1971). 


18. —Burden of Proof. 

The burden of proof is on the complainant to 
show that the insurer’s refusal to pay was not 
in good faith. Life & Cas. Ins. Co. v. Robertson, 
6 Tenn. App. 438, 1927 Tenn. App. LEXIS 117 
(1927), referring to dictum in St. Paul Fire & 
Marine Ins. Co. v. Kirkpatrick, 129 Tenn. 55, 
164 S.W. 1186, 1913 Tenn. LEXIS 94 (1914); 
American Nat’l Ins. Co. v. McPhetridge, 28 
Tenn. App. 145, 187 S.W.2d 640, 1945 Tenn. 
App. LEXIS 61 (Tenn. Ct. App. 1945); Austin 
Co. v. Royal Ins. Co., 842 S.W.2d 608, 1992 
Tenn. App. LEXIS 1051 (Tenn. Ct. App. 1992), 
appeal denied, 1992 Tenn. LEXIS 661 (Tenn. 
Nov. 23, 1992). 

It was not error to admit exhibits bearing on 
the issue of defendant’s bad faith when this 
section imposes the burden on plaintiff to prove 
such bad faith. Smith v. Travelers Ins. Co., 310 
F. Supp. 726, 1970 U.S. Dist. LEXIS 12474 
(E.D. Tenn. 1970), affd, 438 F.2d 373, 1971 U.S. 
App. LEXIS 11805 (6th Cir. Tenn. 1971), affd, 
Smith v. Travelers Ins. Co., 438 F.2d 373, 1971 
U.S. App. LEXIS 11805 (6th Cir. Tenn. 1971), 
cert. denied, 404 U.S. 832, 92 S. Ct. 79, 30 L. 
Ed. 2d 62, 1971 U.S. LEXIS 1019 (1971), cert. 
denied, Travelers Ins. Co. v. Smith, 404 U.S. 
832, 92 S. Ct. 79, 30 L. Ed. 2d 62, 1971 US. 
LEXIS 1019 (1971). 


INSURANCE 


388 


The burden is on insured to show that insur- 
er’s refusal to pay was not in good faith. Smith 
v. Continental Ins. Co., 63 Tenn. App. 48, 469 
S.W.2d 138, 1971 Tenn. App. LEXIS 213 (Tenn. 
Ct. App. 1971). 

The burden of proving bad faith of an insur- 
ance company is on the plaintiff. Nelms v. 
Tennessee Farmers Mut. Ins. Co., 613 S.W.2d 
481, 1978 Tenn. App. LEXIS 364 (Tenn. Ct. 
App. 1978). 


19. —Required Showing of Bad Faith. 

This statute has no application where there 
is nothing to show lack of good faith. Kittrell v. 
German Fire Ins. Co., 1 Tenn. Civ. App. (1 
Higgins) 253 (1910). 

Where there is no proof of bad faith, the trial 
judge should not submit to the jury the ques- 
tion of the penalty under this statute. Conti- 
nental Ins. Co. v. Smith, 3 Tenn. Civ. App. (3 
Higgins) 161 (1912). 

Where, in an action on a fidelity bond, it 
appeared that the surety interposed its de- 
fense, in good faith, and the construction of the 
policy as a whole presented a matter of some 
difficulty, the surety company, though ulti- 
mately found liable was not liable for the pen- 
alty imposed by this statute. Kendrick-Roan 
Grain & Elevator Co. v. Weaver, 128 Tenn. 609, 
163 S.W. 814, 1913 Tenn. LEXIS 76 (1913); 
Silliman v. International Life Ins. Co., 135 
Tenn. 646, 188 S.W. 273, 1915 Tenn. LEXIS 201 
(1915). 

Proof amply supported charge that defendant 
refused to pay in bad faith where it was shown 
that plaintiff promptly notified defendant of the 
loss and defendant’s agent inspected the prem- 
ises and upon defendant’s suggestion plaintiff 
obtained an estimate of the amount of the loss 
but defendant refused either to repair or to pay 
anything on the loss but demanded an arbitra- 
tion and then refused to comply with such 
arbitration, and then filed a plea denying liabil- 
ity upon the suit brought by plaintiff, despite 
the fact that it had already confessed liability 
by demanding the arbitration. Agricultural Ins. 
Co. v. Holter, 44 Tenn. App. 661, 318 S.W.2d 
433, 1958 Tenn. App. LEXIS 104 (Tenn. Ct. 
App. 1958). 

Where there was no proof of bad faith on the 
part of the insurer or of the other necessary 
facts for recovery of the penalty, insured was 
not entitled to the statutory penalty provided 
by this section. Clift v. Fulton Fire Ins. Co., 44 
Tenn. App. 483, 315 S.W.2d 9, 1958 Tenn. App. 
LEXIS 99 (Tenn. Ct. App. 1958). 

Assessment of penalty by chancellor was not 
improper where fire insurance company re- 
fused to pay proportionate share of loss of 
second mortgagee upon claim that mortgagee 
had made profit in excess of fire loss by subse- 
quent sale after purchasing property upon fore- 
closure and where there were no Tennessee 
cases to support such contention and five other 
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insurance companies involved paid their pro- 
portionate share of the loss without litigation. 
National Union Fire Ins. Co. v. Davis, 54 Tenn. 
App. 255, 389 S.W.2d 941, 1965 Tenn. App. 
LEXIS 272 (Tenn. Ct. App. 1965). 

Where two insurance companies were trying 
to minimize their liability for a legitimate claim 
at the expense and inconvenience of their in- 
sured, the two companies were guilty of bad 
faith. Commercial Union Ins. Co. v. Sneed, 541 
S.W.2d 943, 1976 Tenn. LEXIS 560 (Tenn. 
1976). 

A bad faith award must be based upon the 
misconduct of the insurer, not upon the various 
economic burdens to plaintiff in seeking com- 
pensation. Sisk v. Valley Forge Ins. Co., 640 
S.W.2d 844, 1982 Tenn. App. LEXIS 419, 33 
A.L.R.4th 566 (Tenn. Ct. App. 1982). 

Whether insurance company was or was not 
guilty of bad faith in refusing to pay claim for 
fire to automobile dealership was a question 
which should have been tried without reference 

to the fact that the insured had been acquitted 
_ in criminal arson case based on the fire. Wheat 
v. Continental Casualty Co., 652 S.W.2d 345, 
1983 Tenn. LEXIS 667 (Tenn. 1983). 

Insurer’s failure to investigate the circum- 
stances of unsigned application that it accepted 
or to pay the demand within 60 days was a 
clear manifestation of its bad faith warranting 
award under T.C.A. § 56-7-105. Estate of Wil- 
son v. Arlington Auto Sales, Inc., 743 S.W.2d 
923, 1987 Tenn. App. LEXIS 2764 (Tenn. Ct. 
App. 1987). 

Delay in settling a claim does not constitute 
bad faith when there is a genuine dispute as to 
value, no conscious indifference to the claim, 
and no proof that the insurer acted from “im- 
proper motive.” Bard’s Apparel Mfg., Inc. v. 
Bituminous Fire & Marine Ins. Co., 849 F.2d 
245, 1988 U.S. App. LEXIS 8160 (6th Cir. Tenn. 
1988). 

Insurer’s insistence that insured have her 
ring repaired locally rather than mailing it to 
the original vendor for repair as a prerequisite 
to coverage was not reasonable and placed a 
limitation on coverage which was not contained 
in the policy, and was not in good faith. Minton 
v. Tennessee Farmers Mut. Ins. Co., 832 S.W.2d 
35, 1992 Tenn. App. LEXIS 219 (Tenn. Ct. App. 
1992). 

Insurer’s conduct constituted bad faith in 
connection with its refusal to pay the insured’s 
claim; therefore, the trial court erred in grant- 
ing a directed verdict and refusing to allow the 
jury to decide the issue. Gaston v. Tenn. Farm- 
ers Mut. Ins. Co., 120 S.W.3d 815, 2003 Tenn. 
LEXIS 1088 (Tenn. 2003), rehearing denied, — 
S.W.3d —, 2004 Tenn. LEXIS 19 (Tenn. Jan. 5, 
2004). 

Because there were legitimate grounds for 
disagreement about the coverage of the insur- 
ance policy, the trial court found that the in- 
surer should not be burdened with the statu- 
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tory penalty; the trial court did not abuse its 
discretion in refusing to impose the bad faith 
penalty. Marlin Fin. & Leasing Corp. v. Nation- 
wide Mut. Ins. Co., 157 S.W.3d 796, 2004 Tenn. 
App. LEXIS 485 (Tenn. Ct. App. 2004), appeal 
denied, — S.W.3d —, 2005 Tenn. LEXIS 173 
(Tenn. Feb. 28, 2005). 

Insurance company’s bad faith failure to pay 
claim was dismissed because the insurance 
company asserted good faith defenses to liabil- 
ity, which included the existence of the prior 
acts provision and the arguable failure to com- 
ply with the notice requirements in the policy, 
even if such defenses may have been ultimately 
unsuccessful. Therefore, there were legitimate 
grounds for disagreement about whether the 
insurance company had a duty to pay for the 
limited lability company’s defense of the dis- 
crimination complaint. Fulton Bellows, LLC v. 
Fed. Ins. Co., 662 F. Supp. 2d 976, 2009 U.S. 
Dist. LEXIS 86205 (E.D. Tenn. Sept. 21, 2009), 
superseded by statute as stated in, Am. Nat’l 
Property & Cas. Co. v. Stutte, — F. Supp. 2d —, 
2015 U.S. Dist. LEXIS 48726 (E.D. Tenn. Apr. 
14, 2015). 

In this insurance action, the question of 
whether the insurance company, having limited 
knowledge of decedent’s other policies, acted in 
good faith in withholding the death benefit 
from the former wife of decedent was a question 
for the jury where it was possible that the 
insurance company’s decision to require inde- 
pendent guardians for the children and waivers 
from all of decedent’s children was made in 
good faith. Lindenberg v. Jackson Nat'l Life 
INS. Co., — F. Supp. 2d —, 2014 U.S. Dist. 
LEXIS 183532 (W.D. Tenn. Dec. 11, 2014). 


20. —Grounds for Refusal to Pay. 

In an action by an insured against his auto- 
mobile liability insurance carrier to recover 
under uninsured motorist provision of policy, 
the insurance company was entitled to have its 
liability determined by arbitration or by having 
insured’s action against the uninsured motorist 
prosecuted to judgment. Rogers v. United Ser- 
vice Auto. Asso., 410 F.2d 598, 1969 U.S. App. 
LEXIS 12426 (6th Cir. Tenn. 1969). 

An insurance company is entitled to rely 
upon available defenses and refuse payment if 
there is substantial legal grounds that the 
policy does not afford coverage for the alleged 
loss. Nelms v. Tennessee Farmers Mut. Ins. Co., 
613 S.W.2d 481, 1978 Tenn. App. LEXIS 364 
(Tenn. Ct. App. 1978). 

The claim of the plaintiffs (insureds) for the 
statutory bad-faith penalty was not barred be- 
cause the attorney for the plaintiffs attempted 
to revoke the proof-of-loss which his clients had 
submitted previously, after it had been acted 
upon by the insurer. If the insurer acted in bad 
faith in refusing such claim, the court failed to 
see how any subsequent conduct of the plain- 
tiffs could affect their right to sue for the 
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bad-faith penalty. Clark v. Aetna Casualty & 
Surety Co., 602 F. Supp. 995, 1984 U.S. Dist. 
LEXIS 21314 (M.D. Tenn. 1984). 


21. — —Honest Attempt to Settle. 

Penalty statute had no application where 
there was honest effort to settle and there were 
sufficient circumstances to justify some hesi- 
tancy. Kittrell v. German Fire Ins. Co., 1 Tenn. 
Civ. App. (1 Higgins) 253 (1910). 

An insurance company which in good faith 
resists a claim for insurance is not subject to 
the penalties of this statute for wrongfully 
delaying settlement. Continental Ins. Co. v. 
Smith, 3 Tenn. Civ. App. (3 Higgins) 161 (1912). 

This section does not make the mere refusal 
to pay sufficient evidence of bad faith so as to 
justify the added recovery; it requires that bad 
faith and proof of subsequent additional loss be 
shown; the additional liability provided for at- 
taches only in the case of bad faith on the part 
of the insurer. Supreme Ruling of Fraternal 
Mystic Circle v. Snyder, 227 U.S. 497, 33 S. Ct. 
292, 57 L. Ed. 611, 1913 U.S. LEXIS 2324 
(1913); Globe Indem. Co. v. Union & Planters’ 
Bank & Trust Co., 27 F.2d 496, 1928 U.S. App. 
LEXIS 3418 (6th Cir. Tenn. 1928). 

Where the insurer, in good faith, refused 
payment and made defense, but thereafter paid 
into court the full amount of the policy, and all 
interest and court costs, and denied liability for 
the penalty, upon the ground that payment was 
refused and liability contested in good faith, 
and the facts showed good faith, the penalty 
imposed by this statute was not recoverable. 
Silliman v. International Life Ins. Co., 135 
Tenn. 646, 188 S.W. 273, 1915 Tenn. LEXIS 201 
(1915). See Kendrick-Roan Grain & Elevator 
Co. v. Weaver, 128 Tenn. 609, 163 S.W. 814, 
1913 Tenn. LEXIS 76 (1913); Globe Indem. Co. 
v. Union & Planters’ Bank & Trust Co., 27 F.2d 
496, 1928 U.S. App. LEXIS 3418 (6th Cir. Tenn. 
1928). 


22. ——Legal Question Involved. 

In view of the many legal questions on which 
the courts are in hopeless conflict, bad faith is 
not necessarily shown by the claim that the 
company and its counsel should have known 
the law which fixed liability. Silliman v. Inter- 
national Life Ins. Co., 135 Tenn. 646, 188 S.W. 
273, 1915 Tenn. LEXIS 201 (1915). 

Where the question upon which liability of 
the insurance company depended was a new 
one, the case was not one for the penalty. 
Thompson v. Concordia Fire Ins. Co., 142 Tenn. 
408, 215 S.W. 932, 1919 Tenn. LEXIS 68 (1919). 

The penalty is not recoverable where refusal 
of the company to pay a loss rested on substan- 
tial legal grounds. Columbian Nat’ Life Ins. 
Co. v. Harrison, 12 F.2d 986, 1926 U.S. App. 
LEXIS 3431 (6th Cir. Tenn. 1926). 

Plaintiff is not entitled to the penalty when 
defendants prevail as to 12 percent of the 
controversy and the question involved justified 


INSURANCE 


390 


defendants in taking the opinion of the court of 
last resort. Commercial Union Fire Ins. Co. v. 
Marshall, 18 F.2d 457, 1927 U.S. App. LEXIS 
1980 (6th Cir. Tenn. 1927), cert. denied, Com- 
mercial Union F. Ins. Co. v. Marshall, 274 U.S. 
760, 47 S. Ct. 769, 71 L. Ed. 1338, 1927 U.S. 
LEXIS 626 (1927), cert. denied, Commercial 
Union F. Ins. Co. v. Marshall, 274 U.S. 760, 47 
S. Ct. 769, 71 L. Ed. 1338, 1927 U.S. LEXIS 626 
(1927). 

Where insurer resisted payment on ground 
that insurance contract had lapsed, which con- 
tention was based upon a bona fide difference in 
construction of the insurance contract, the 
statutory penalty was not allowed. Beets v. 
Inter Ocean Casualty Co., 159 Tenn. 564, 20 
S.W.2d 1040, 1929 Tenn. LEXIS 11 (1929). 

Where clause in insurance policy defining 
total disability was somewhat different from 
language of policies heretofore determined by 
the court the insurer was entitled to a construc- 
tion of the clause and was not guilty of bad faith 
in refusing to pay total disability claim. Pacific 
Mut. Life Ins. Co. v. McCrary, 161 Tenn. 389, 32 
S.W.2d 1052, 1930 Tenn. LEXIS 17 (1930). 

Where the cause presented a question of first 
impression raised in good faith, the insured 
was not taxed with the penalty provided by this 
section. Lewis v. Western Assurance Co., 175 
Tenn. 37, 130 S.W.2d 982, 1938 Tenn. LEXIS 
144 (1939). 

Where amount of interest which insurance 
company was obligated to pay had been con- 
stantly in dispute and in litigation on question 
of construction of policy since date of payment 
of face value of policy into court, insurance 
company was not liable for 25 percent penalty 
on amount of additional interest ultimately 
recovered. Draper v. Great American Ins. Co., 
224 Tenn. 552, 458 S.W.2d 428, 1970 Tenn. 
LEXIS 389 (1970). 

Where there was legitimate ground for dis- 
agreement as to coverage of insurance policy, 
the insurance company would not be burdened 
with the statutory penalty. Polk v. Cumberland 
Life Ins. Co., 61 Tenn. App. 10, 452 S.W.2d 868, 
1969 Tenn. App. LEXIS 280 (Tenn. Ct. App. 
1969); Smith v. Continental Ins. Co., 63 Tenn. 
App. 48, 469 S.W.2d 138, 1971 Tenn. App. 
LEXIS 213 (Tenn. Ct. App. 1971). 

Where coverage question was one of first 
impression, insurer had a right to have a ruling 
made on the question without incurring a pen- 
alty for refusal to pay on the policy. Brewer v. 
Aetna Life Ins. Co., 490 S.W.2d 506, 1973 Tenn. 
LEXIS 520 (Tenn. 1973). 


23. —Facts Showing Ground for Refusal. 
Where the evidence disclosed that the fire- 
men and others discovered that goods in glass 
cases were dampened and smelled strongly of 
gasoline or coal oil, justifying a suspicion that 
the fire was of a dishonest origin, and though 
that defense was not made, and the evidence 
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did not justify it, yet it constituted sufficient 
ground for denial of the penalty; and the chan- 
cellor was well within his judicial discretion in 
refusing a decree for the penalty. Harowitz v. 
Concordia Fire Ins. Co., 129 Tenn. 691, 168 
S.W. 163, 1914 Tenn. LEXIS 160 (1914); Silli- 
man v. International Life Ins. Co., 135 Tenn. 
646, 188 S.W. 273, 1915 Tenn. LEXIS 201 
(1915). 

Where benefit certificate provided that it was 
not collectible if death was “the result of intem- 
perance or other immoral conduct” and insured 
was found drunk in a saloon and thereafter 
taken to hospital in patrol wagon where he died 
and young intern pronounced death as due to 
“acute alcoholism” the beneficiary was not en- 
titled to recover penalty for refusal to pay 
certificate, since refusal was in good faith. Kidd 
v. National Council, J. O. U. A. M., 137 Tenn. 
398, 193 S.W. 130, 1916 Tenn. LEXIS 84 (1917). 

Evidence was insufficient to warrant submit- 
ting to the jury the question of bad faith in the 
insurer’s refusal to pay, when there were rea- 
sonable bases for controversy, including the 
sufficiency of the insured’s books and records, 
the great disparity in totals of inventories from 
month to month and between the last reported 
inventory and the amount of the loss. Niagara 
Fire Ins. Co. v. Bryan & Hewgley, Inc., 195 F.2d 
154, 1952 U.S. App. LEXIS 2914 (6th Cir. Tenn. 
1952). 


24, ——Disability Cases. 

Insurer was not subject to statutory penalty 
for refusal to pay disability benefits under life 
policy where proofs established that complain- 
ant’s total disability had ended and that she 
was able to do part-time work. Patey v. Metro- 
politan Life Ins. Co., 19 Tenn. App. 634, 93 
S.W.2d 1271, 1936 Tenn. App. LEXIS 63 (Tenn. 
Ct. App. 1936). 

Insured was not entitled to recover penalty 
on the ground that insurer had discontinued 
disability payments where discontinuance by 
insurer was in good faith. Schaad v. New York 
Life Ins. Co., 79 F. Supp. 463, 1948 U.S. Dist. 
LEXIS 2315 (D. Tenn. 1948). 

Where employee was issued certificates un- 
der group policy providing for disability pay- 
ments and policy was thereafter amended by 
insurer and employer without notice to em- 
ployee the refusal of insurer to pay disability 
payments was not in bad faith. Parks v. Pru- 
dential Ins. Co., 103 F. Supp. 493, 1951 U.S. 
Dist. LEXIS 3769 (D. Tenn. 1951), affd, 195 
F.2d 302, 1952 U.S. App. LEXIS 2942 (6th Cir. 
Tenn. 1952), affd, Prudential Ins. Co. v. Parks, 
195 F.2d 302, 1952 U.S. App. LEXIS 2942 (6th 
Cir. Tenn. 1952). 


25. —Facts Not Showing Bad Faith. 

Bad faith is not shown by fact that the 
insurer attempted to settle the question of 
liability by compromise both before and after 
death of insured. Silliman v. International Life 
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Ins. Co., 185 Tenn. 646, 188 S.W. 273, 1915 
Tenn. LEXIS 201 (1915). 

Where contractor became insolvent and un- 
able to complete contract and city took over, the 
surety of the contractor was not liable to city for 
penalty for refusal to make settlement after 
demand where evidence failed to show that 
surety’s refusal to pay was prompted by im- 
proper motives or in bad faith. Bristol v. Bost- 
wick, 146 Tenn. 205, 240 S.W. 774, 1921 Tenn. 
LEXIS 13 (1922). 

Where there was sound ground for disagree- 
ment as to whether insurance company was 
required to defend under policy there was no 
lack of good faith on part of insurance company 
in refusing to defend, thus insurance company 
was not liable under this section for fees of 
attorney of bankrupt estate for services ren- 
dered in shifting obligation of judgments ren- 
dered against bankrupt from the estate to the 
insurance company. Kern v. Transit Casualty 
Co., 207 F. Supp. 437, 1962 U.S. Dist. LEXIS 
4259 (E.D. Tenn. 1962). 

The insurer of a contractor’s work was not 
liable for penalty for refusal to pay where the 
contractor presented a claim in six alternative 
amounts and had difficulty in arriving at the 
proper amount of damages. General American 
Transp. Corp. v. Sun Ins. Office, Ltd., 239 F. 
Supp. 844, 1965 U.S. Dist. LEXIS 7106 (E.D. 
Tenn. 1965), aff'd, 369 F.2d 906, 1966 U.S. App. 
LEXIS 4055 (6th Cir. Tenn. 1966), affd, Gen- 
eral American Transp. Corp. v. Sun Ins. Office, 
Ltd., 369 F.2d 906, 1966 U.S. App. LEXIS 4055 
(6th Cir. Tenn. 1966). 

The incurring of the expense of an attorney is 
not a factor to be considered in determining 
whether the refusal to pay was in bad faith or 
in good faith based on reasonable grounds. Polk 
v. Cumberland Life Ins. Co., 61 Tenn. App. 10, 
452 S.W.2d 868, 1969 Tenn. App. LEXIS 280 
(Tenn. Ct. App. 1969). 

Where within 30 days after demand by in- 
sured that insurer pay judgment of $83,000 
against insured, insurer sent draft for $51,350 
which constituted entire obligation of insurer to 
insured and which draft was returned by in- 
sured, insurer was not liable for penalty im- 
posed by subsection (a) or (b). Haun v. Guar- 
anty Sec. Ins. Co., 61 Tenn. App. 187, 453 
S.W.2d 84, 1969 Tenn. App. LEXIS 286 (Tenn. 
Ct. App. 1969). 

Conduct of insurer in denying its liability 
under uninsured motorists provision because of 
insured’s failure to comply with requirements 
of the policy with regard to suing of tort-feasor 
which had been impliedly waived by insurer’s 
actions did not constitute bad faith necessary to 
permit award of 25 percent statutory penalty. 
Crumley v. Travelers Indem. Co., 225 Tenn. 
667, 475 S.W.2d 654, 1972 Tenn. LEXIS 405 
(1972). 

A contention of entitlement to penalty for 
refusal of the defendant in bad faith to pay his 
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claim was ill taken where the proof indicated a 
bona fide controversy existed. Lee v. Insurance 
Co. of North America, 397 F. Supp. 426, 1974 
U.S. Dist. LEXIS 6535 (E.D. Tenn. 1974). 

The evidence did not support a finding of bad 
faith sufficient to invoke a penalty under this 
section. Squires v. Republic Ins. Co., 572 F.2d 
560, 1978 U.S. App. LEXIS 11906 (6th Cir. 
Tenn. 1978). 

Where an insured on various occasions 
claimed losses in four different amounts, all in 
excess of the judgment ultimately recovered, 
there was unquestionably a reasonable basis 
for controversy in determining the amount of 
the loss which entitled the insurer to contest 
the measure of damages, and under such cir- 
cumstances the insurer’s refusal to pay was in 
good faith. Tyber v. Great Cent. Ins. Co., 572 
F.2d 562, 1978 U.S. App. LEXIS 11907 (6th Cir. 
Tenn. 1978). 

Where insured applied for a credit life insur- 
ance policy for a period of 91 days and paid an 
advance premium computed on a daily rate for 
91 days, but the certificate of insurance, when 
issued, stated the term of insurance as three 
months, rather than 91 days as requested; 
insured died on the 91st day; and the insurance 
company would not pay the amount of the 
policy because it contended that the insurance 
contract expired by its own terms prior to the 
death of the insured, even though the present 
suit to recover the value of the policy plus 
statutory penalty was probably the result of the 
inexact handling of the insurance by the agents 
of the insurance company, the appellate court 
could not say that the refusal to pay was not in 
good faith. Vaughn v. American Heritage Life 
Ins. Co., 573 S.W.2d 165, 1978 Tenn. App. 
LEXIS 311 (Tenn. Ct. App. 1978). 

In the absence of evidence that the insured 
ever made a formal demand for payment or 
delayed in filing suit for 60 days after formal 
demand for payment was made, the insured 
was not entitled to a bad faith penalty. Hurley 
v. Tennessee Farmers Mut. Ins. Co., 922 S.W.2d 
887, 1995 Tenn. App. LEXIS 713 (Tenn. Ct. 
App. 1995). 

Court erred in awarding a bad faith penalty 
against insurer where the insurer had substan- 
tial legal grounds supporting their position that 
plaintiff materially misrepresented her hus- 
band to be in “basic good health” when applying 
for the life insurance. That was readily appar- 
ent given the husband’s troubled medical his- 
tory, and the insurer simply unsuccessfully 
asserted the misrepresentation defense. Ginn v. 
Am. Heritage Life Ins. Co., 173 S.W.3d 433, 
2004 Tenn. App. LEXIS 881 (Tenn. Ct. App. 
2004), rehearing denied, — S.W.3d —, 2005 
Tenn. App. LEXIS 853 (Tenn. Ct. App. Jan. 24, 
2005), appeal denied, — S.W.3d —, 2005 Tenn. 
LEXIS 694 (Tenn. Aug. 22, 2005). 

Where a daughter, who was severely injured 
in an automobile accident, after reaching the 
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age at which her dependent coverage under her 
mother’s policy ended and continuing coverage 
as a “fully handicapped dependent,” was denied 
continued coverage because, although she was 
injured, the insurer found that she was not 
precluded from seeking full time employment, 
sued pursuant to the Tennessee bad faith stat- 
ute, her claim was properly denied because her 
attempt to shift the burden of proof, thereby 
requiring the insurer to prove that it acted in 
good faith, was without merit. Williamson v. 
Aetna Life Ins. Co., 481 F.3d 369, 2007 FED 
App. 109P, 2007 U.S. App. LEXIS 6597 (6th Cir. 
Tenn. 2007). 

Where a bank sued an insurer for its refusal 
to pay a claim, the trial court erred in awarding 
the bank attorney’s fees under T.C.A. § 56-7- 
105(a), as the insurer’s interpretation of the 
policy as requiring the bank to provide it notice 
of the commencement of foreclosure proceed- 
ings did not amount to bad faith or an unfair 
act or practice under the Tennessee Consumer 
Protection Act, because this issue was a matter 
of first impression in Tennessee. U.S. Bank, 
N.A. v. Tenn. Farmers Mut. INS. Co., 410 
S.W.3d 820, 2012 Tenn. App. LEXIS 826 (Tenn. 
Ct. App. Nov. 29, 2012), appeal denied, U.S. 
Bank v. Tenn. Farmers Mut. Ins. Co., —S.W.3d 
—, 2013 Tenn. LEXIS 468 (Tenn. May 8, 2013). 


26. —Liability for Penalty. 

If insurer does not have even a colorable 
defense under policy refusal to pay is not in 
good faith. Daugherty v. Stuyvesant Ins. Co., 
169 Tenn. 300, 86 S.W.2d 1095, 1935 Tenn. 
LEXIS 43 (1935). 

Where defendant insurer notified insured 
that it was denying liability on the ground of 
failure of proof and asserted nine special de- 
fenses in suit on policy and its main witness 
was a man who could neither read nor write 
and had a criminal record as well as a bad 
reputation, and jury found that refusal to pay 
was not in good faith a verdict for plaintiff in 
amount of policy plus penalty and interest was 
justified. Frederick v. New England Fire Ins. 
Co., 36 Tenn. App. 587, 259 S.W.2d 879, 1953 
Tenn. App. LEXIS 143 (Tenn. Ct. App. 1953). 

Where the insurer knew through its agents 
that two automobiles owned but not insured by 
insurer were not in use and were for all practi- 
cal purposes worn out its defense that all auto- 
mobiles owned by claimant were not insured by 
insurer was in bad faith. Manns v. Indiana 
Lumbermen’s Mut. Ins. Co., 482 S.W.2d 557, 
1971 Tenn. App. LEXIS 250 (Tenn. Ct. App. 
1971). 

Where the evidence established that defen- 
dant undertook no investigation of the facts 
and circumstances surrounding the construc- 
tion of plaintiffs’ dwelling before arbitrarily 
discontinuing the living expense payments 
there, was ample evidence that defendant’s 
refusal to pay was arbitrary and unreasonable. 
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Norris v. Nationwide Mut. Fire Ins. Co., 728 
S.W.2d 335, 1986 Tenn. App. LEXIS 3533 
(Tenn. Ct. App. 1986). 

Insured pled allegations suggesting that the 
insurer’s filing was far from a routine declara- 
tory judgment action which was sufficient to 
state a plausible claim for relief under the 
Tennessee Consumer Protection Act (TCPA), 
T.C.A. § 47-18-101 et seq. The insured pled 
that: (1) that the insurer engaged in an “unfair 
or deceptive act” through its filing an allegedly 
baseless lawsuit to avoid its contractual obliga- 
tions; and (2) that the insurer caused an ascer- 
tainable loss of money or property, to the in- 
sured. Nat'l Union Fire Ins. Co. v. Small Smiles 
Holding Co., LLC, 781 F. Supp. 2d 597, 2011 
U.S. Dist. LEXIS 14687 (M.D. Tenn. Feb. 14, 
2011). 


27. ——Jury Question. 

Good faith of insurer in refusing to pay is a 
jury question and where there is substantial 
evidence to support the verdict, judge cannot 
interfere except to exercise his right to set aside 
verdict and grant a new trial. He cannot merely 
set aside the verdict as to the penalty. Palatine 
Ins. Co. v. E. K. Hardison Seed Co., 42 Tenn. 
App. 388, 303 S.W.2d 742, 1957 Tenn. App. 
LEXIS 90 (Tenn. Ct. App. 1957). 

The question of whether an insurance com- 
pany should pay the statutory bad-faith pen- 
alty, or whether an arson defense is valid are 
ordinarily questions of fact for the jury. Doochin 
v. United States Fidelity & Guar. Co., 854 
S.W.2d 109, 1993 Tenn. App. LEXIS 25 (Tenn. 
Ct. App. 1993). 


28. —Allowance of Penalty. 

If complainant is not entitled to recover on 
policy the insurer is not liable for the penalty. 
Thompson v. Fidelity Mut. Life Ins. Co., 116 
Tenn. 557, 92 S.W. 1098, 1906 Tenn. LEXIS 13, 
115 Am. St. Rep. 823, 6 L.R.A. (n.s.) 1039 
(1906). 

Allowance of fee to plaintiffs attorney is in 
the discretion of the trial jury. New Amsterdam 
Casualty Co. v. Shields, 155 F. 54, 1907 U.S. 
App. LEXIS 4632 (6th Cir. Tenn. 1907). 

Penalty may be denied where recovery is less 
than the amount demanded. Atlas Ins. Co. v. 
Allen, 2 Tenn. Civ. App. (2 Higgins) 479 (1912). 

Where there was serious doubt as to liability 
of company under the policy the trial court 
properly ordered a remittitur of statutory pen- 
alty assessed by jury. National Life & Accident 
Ins. Co. v. Bond, 8 Tenn. Civ. App. 510 (1918). 

Allowance of statutory penalty against in- 
surer is discretionary with trial court and al- 
lowance can only be reviewed if trial court 
abuses discretion. Daugherty v. Stuyvesant Ins. 
Co., 169 Tenn. 300, 86 S.W.2d 1095, 1935 Tenn. 
LEXIS 43 (1935). 

In action on automobile fire insurance policy 
evidence established that release was procured 
by duress and threat of prosecution but record 
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as a whole did not establish that claimant was 
entitled to statutory penalty. Exum v. Washing- 
ton Fire & Marine Ins. Co., 41 Tenn. App. 610, 
297 S.W.2d 805, 1955 Tenn. App. LEXIS 68 
(Tenn. Ct. App. 1955). 

Under this section, the jury exercises a sound 
discretion in the allowance of the penalty. 
American Nat'l Ins. Co. v. Thompson, 44 Tenn. 
App. 627, 316 S.W.2d 52, 1957 Tenn. App. 
LEXIS 87 (Tenn. Ct. App. 1957). 

Where applicant for life insurance policy paid 
premium at time of application but died before 
policy was tendered although policy would have 
been tendered prior to death of applicant if 
insurance company’s agent had not withheld 
delivery for reasons of its own, imposition of 25 
percent penalty on $1,000 policy was not an 
abuse of discretion where insurance company 
defended suit for amount of policy on ground 
that applicant would have been compelled to 
accept policy at a higher premium or reject it. 
American Nat’ Ins. Co. v. Thompson, 44 Tenn. 
App. 627, 316 S.W.2d 52, 1957 Tenn. App. 
LEXIS 87 (Tenn. Ct. App. 1957). 

The bad faith penalty is not recoverable in 
every refusal of an insurance company to pay a 
loss. Nelms v. Tennessee Farmers Mut. Ins. Co., 
613 S.W.2d 481, 1978 Tenn. App. LEXIS 364 
(Tenn. Ct. App. 1978). 

If an insurance company unsuccessfully as- 
serts a defense and the defense was made in 
good faith, the statute does not permit the 
imposing of the bad faith penalty. Nelms v. 
Tennessee Farmers Mut. Ins. Co., 613 S.W.2d 
481, 1978 Tenn. App. LEXIS 364 (Tenn. Ct. 
App. 1978). 

Under subsection (a), the general assembly 
envisioned the insurer being liable for more 
than the property loss itself for refusal to pay a 
claim, but expressly limited that additional 
liability to 25 percent of the loss. Rice v. Van 
Wagoner Cos., 738 F. Supp. 252, 1990 U.S. Dist. 
LEXIS 6672 (M.D. Tenn. 1990). 

The “consequential damages” component of 
T.C.A. § 56-7-105 can be seen in the require- 
ment that before any of the additional liability 
of up to 25 percent of the property loss can be 
imposed, the insurer’s failure to pay on the 
policy must have “inflicted additional expense, 
loss, or injury upon the holder of the policy,” 
and in the requirement that the additional 
liability “be measured by the additional ex- 
pense, loss, or injury thus entailed.” Rice v. Van 
Wagoner Cos., 738 F. Supp. 252, 1990 U.S. Dist. 
LEXIS 6672 (M.D. Tenn. 1990). 

The statutory language establishing “bad 
faith” as a prerequisite to any additional dam- 
ages beyond the property loss and interest “in 
all cases” eliminates the possibility of any ad- 
ditional damages beyond the 25 percent when 
there is no bad faith. Rice v. Van Wagoner Cos., 
738 F. Supp. 252, 1990 U.S. Dist. LEXIS 6672 
(M.D. Tenn. 1990). 


56-7-105 


Although courts refer to the provision, in 
T.C.A. § 56-7-105, allowing up to an additional 
25 percent damage award as the “bad faith 
penalty” the language clearly indicates that the 
additional liability is not simply a punitive 
penalty for bad faith. Rather, the provision 
establishes authority for recovery of additional 
damages caused by a breach of insurance con- 
tract above and beyond the obvious recovery of 
the loss directly insured against. Rice v. Van 
Wagoner Cos., 738 F. Supp. 252, 1990 US. Dist. 
LEXIS 6672 (M.D. Tenn. 1990). 

Plaintiff insured’s evidence supported a 
jury’s award of $15,883.44 in statutory dam- 
ages. There was no reason that at least a 
portion of plaintiffs expenses in bringing suit 
could not be attributed to the refusal-to-pay 
claim, even if plaintiff also sued on other 
claims; taking the strongest legitimate view of 
the evidence, a jury could have reasonably 
concluded that the costs associated with bring- 
ing suit against defendant insurer to collect the 


Collateral References. 

Attorneys’ fees, validity of statutory provi- 
sion for, in case of failure to pay claims within 
certain time. 11 A.L.R. 900, 90 A.L.R. 530. 

Denial of liability as waiver of proofs of loss 
required by insurance policy. 49 A.L.R.2d 161. 

Duty of liability insurer to initiate settlement 
negotiations. 51 A.L.R.5th 701. 

Excess carrier’s right to maintain action 
against primary liability insurer for wrongful 
failure to settle claim against insured. 10 
A.L.R.4th 879. 

Insured’s payment of excess judgment, or 
portion thereof, as prerequisite of recovery 
against liability insurer for wrongful failure to 
settle claim against insured. 63 A.L.R.3d 627. 

Insured’s settlement of third person’s claim 
without suit, following liability insurer’s denial 
of liability on ground that claim is not within 
policy coverage, as affecting insurer’s liability. 
67 A.L.R.2d 1086. 

Insurer’s admission of liability, offers of 
settlement, and negotiations for adjustment or 
settlement, as waiver of proof of property loss. 
49 A.L.R.2d 87. 

Insurer’s liability for consequential or puni- 
tive damages for wrongful delay or refusal to 
make payments due under contracts. 47 
A.L.R.3d 314. 

Liability insurer’s potential liability for fail- 
ure to settle claim against insured as subject to 
garnishment by insured’s judgment creditors. 
60 A.L.R.3d 1190. 

Liability of insurer to insured for settling 
third-party claim within policy limits resulting 
in detriment to insured. 18 A.L.R.5th 474. 

Limitation of action against liability insurer 
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fees—including attorney fees, an employee’s 
time, and the harm to the insured’s reputation 
—justified the penalty awarded. Heil Co. v. 
Evanston Ins. Co., 690 F.3d 722, 2012 FED App. 
244P, 2012 U.S. App. LEXIS 16104 (6th Cir. 
Aug. 3, 2012). 


29. —Costs. 

Costs of reformation action were properly 
taxed to appellant where suit could have been 
avoided by cooperation of appellant with attor- 
ney for appellee. American Nat'l Ins. Co. v. 
McPhetridge, 28 Tenn. App. 145, 187 S.W.2d 
640, 1945 Tenn. App. LEXIS 61 (Tenn. Ct. App. 
1945). 


30. —Interest. 

Interest on the amount found to be due and 
payable under a life insurance policy began to 
run upon the expiration of the 60-day period 
provided in this section. Goodson v. American 
Home Assurance Co., 381 F.2d 6, 1967 U.S. 
App. LEXIS 5415 (6th Cir. Tenn. 1967). 


for failure to settle claim or action against 
insured. 68 A.L.R.2d 892. 

Recoverability of punitive damages in action 
by insured against liability insurer for failure 
to settle claim against insured. 85 A.L.R.3d 
1211. 

Reliance on, or rejection of, advice of counsel 
as factor affecting liability in action against 
liability insurer for wrongful refusal to settle 
claim. 63 A.L.R.3d 725. 

Right of injured person recovering excess 
judgment against insured to maintain action 
against liability insurer for wrongful failure to 
settle claim. 63 A.L.R.3d 677. 

What constitutes bad faith on part of insurer 
rendering it liable for statutory penalty im- 
posed for bad faith in failure to pay, or delay in 
paying, insured’s claim — Particular conduct of 
insurer. 115 A.L.R.5th 589. 

What constitutes bad faith on part of insurer 
rendering it liable for statutory penalty im- 
posed for bad faith in failure to pay, or delay in 
paying, insured’s claim — Particular grounds 
for denial of claim: matters relating to policy. 
116 A.L.R.5th 247. 

What persons or corporations, contracts or 
policies, are within statutory provisions allow- 
ing recovery of attorneys’ fees or penalty 
against insurance company or against compa- 
nies dealing in specified kinds of insurance. 126 
A.L.R. 1489. 

What constitutes bad faith on part of insurer 
rendering it liable for statutory penalty im- 
posed for bad faith in failure to pay, or delay in 
paying, insured’s claim — Particular grounds 
for denial of claim: risks, causes, and extent of 
loss, injury, disability, or death. 123 A.L.R.5th 
259. 
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56-7-106. Liability of policyholders when action not brought in good 


faith. 


In the event it is made to appear to the court or jury trying the cause that the 
action of the policyholder in bringing the suit was not in good faith, and 
recovery under the policy is not had, the policyholder shall be liable to the 
insurance company, corporation, firm, or person in a sum not exceeding 
twenty-five percent (25%) of the amount of the loss claimed under the policy; 
provided, that the liability, within the limits prescribed, shall, in the discretion 
of the court or jury trying the cause, be measured by the additional expense, 


loss, or injury inflicted upon the defendant by reason of the suit. 


History. 

Acts 1901, ch. 141, § 2; Shan., § 3369a142; 
Code 1932, § 6435; T.C.A. (orig. ed.), § 56- 
1106. 


Textbooks. 

Tennessee Jurisprudence, 6 Tenn. Juris., 
Constitutional Law, § 58; 15 Tenn. Juris., In- 
surance, §§ 82, 87. 


NOTES TO DECISIONS 


Analysis 


1. Issue of Bad Faith of Policyholder. 

2. Facts Not Constituting Bad Faith. 

3. Vesting of Insurer’s Right to Pursue Action. 
4. Penalty Ceiling. 


1. Issue of Bad Faith of Policyholder. 

Plaintiff instituted an action in the general 
sessions court to recover on six different insur- 
ance policies. This action resulted in judgment 
against the plaintiff for $15.00 and costs, 
whereon the case was removed by certiorari to 
the circuit court and plaintiff asked for a non- 
suit. This request was properly denied since 
defendant has the right to have the issue of 
plaintiffs good faith in bringing the original 
action litigated and for the further reason that 
the right to take a nonsuit is not absolute. 
Harrison v. National Life & Acci. Ins. Co., 24 
Tenn. App. 449, 145 S.W.2d 1023, 1940 Tenn. 
App. LEXIS 51 (Tenn. Ct. App. 1940). 

In suit in chancery court on fidelity bond, 
issue of bad faith on part of association in 
bringing suit, and question of allowance or 
nonallowance of penalty addressed itself pri- 
marily and largely to discretion of chancellor. 
World Secret Service Asso. Inc. v. Travelers 
Indem. Co., 55 Tenn. App. 122, 396 S.W.2d 848, 
1965 Tenn. App. LEXIS 245 (Tenn. Ct. App. 
1965). 


2. Facts Not Constituting Bad Faith. 

Where policy on truck was a valued policy 
plaintiff could not be guilty of bad faith in 
refusing to submit to an appraisal. Palatine 
Ins. Co. v. E. K. Hardison Seed Co., 42 Tenn. 
App. 388, 303 S.W.2d 742, 1957 Tenn. App. 
LEXIS 90 (Tenn. Ct. App. 1957). 


3. Vesting of Insurer’s Right to Pursue 
Action. 

An insurer could maintain an action against 
the insured based on a material misrepresen- 
tation in the policy application even though the 
misrepresentation made the policy void ab ini- 
tio; the right to pursue an action under T.C.A. 
§ 56-7-106 becomes vested in the insurer at the 
time of the institution of the insured’s action. 
Adams v. Tennessee Farmers Mut. Ins. Co., 898 
S.W.2d 216, 1994 Tenn. App. LEXIS 743 (Tenn. 
Ct. App. 1994). 


4. Penalty Ceiling. 

In an action by an insurer against the in- 
sured based on a material misrepresentation in 
the policy application, the insurer was entitled 
to the amount of expenses incurred in dealing 
with the insured’s claim, not 25 percent of the 
amount of the loss claimed by the insured. 
Adams v. Tennessee Farmers Mut. Ins. Co., 898 
S.W.2d 216, 1994 Tenn. App. LEXIS 748 (Tenn. 
Ct. App. 1994). 


56-7-107. Suit on certificate issued under group insurance policy — 
Copy of policy attached to defendant’s answer. 


In any action against an insurance company by the holder of a certificate 
issued under a policy of group insurance, the defendant shall be required to 
attach to its pleading in the action a copy of a group insurance policy under 
which the certificate was issued, on which suit is brought, and the copy shall 
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be receivable in evidence, without any cost to plaintiff, and the copy shall be 


duly attested and sworn to. 


History. 
Acts 1933, ch. 99, § 1; C. Supp. 1950, 
§ 6435.1; T.C.A. (orig. ed.), § 56-1107. 


NOTES TO DECISIONS 


1. Conversion of Proceeds by Employer. 
Where an insurance company issued to a coal 
mining company a policy designated as an 
“employer’s group liability policy,” insuring the 
mining company against accidental bodily inju- 
ries suffered by its employees, which contract 
did not comply, and was not intended to comply, 
with the requirements of the Workers’ Compen- 


sation Law, and on injury of an employee of the 
insured the insurer paid the amount due under 
the policy to the insured, which converted the 
money to its own use, the insurer cannot be 
held liable to the employee for the amount due 
under the Workers’ Compensation Law. McKin- 
ney v. Fidelity Coal Mining Co., 169 Tenn. 331, 
87 S.W.2d 1004, 1935 Tenn. LEXIS 49 (1935). 


Collateral References. 
Conflict of law as to group insurance. 72 
A.L.R.2d 695. 


56-7-108. Mortality tables. 


Notwithstanding any other law, the mortality tables adopted by the National 
Association of Insurance Commissioners (NAIC) for life insurance contracts 
may be used by insurers to determine adjusted premiums, present values and 
reserve values, within any limitations of application as specified by NAIC. 
Mortality tables adopted by NAIC may be used by insurers pursuant to this 
section beginning on or after January 1 of the year following adoption by NAIC, 
unless the commissioner rejects the table by issuing a bulletin posted on the 
department’s web site and mailed to all domestic companies holding a 
certificate of authority to write life insurance in the state. A mortality table 
rejected by the commissioner may be subsequently adopted or modified by the 
commissioner pursuant to a rulemaking in accordance with the Uniform 
Administrative Procedures Act, compiled in title 4, chapter 5. 


History. plans by and reimbursement of optometrists, 
Acts 2007, ch. 339, § 1. psychologists, podiatrists and social workers, 
Compilers Noteo were transferred to §§ 56-7-2401 — 56-7-2403 


by Acts 1992, ch. 984, § 2, effective upon the 


F 56-7-108 — 56-7-110 
ormer §§ Mirna vidrrgcean yt replacement of this volume. 


participation in hospital and medical service 


56-7-109. Definitions — Timely reimbursement of health insurance 
claims. 


(a) Definitions. As used in this section: 
(1)(A) “Clean claim” means a claim received by a health insurance entity 
for adjudication that requires no further information, adjustment or 
alteration by the provider of the services in order to be processed and paid 
by the health insurer. A claim is clean if it has no defect or impropriety, 
including any lack of any required substantiating documentation, or 
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particular circumstance requiring special treatment that prevents timely 
payment from being made on the claim under this section; 

(B) “Clean claim” does not include a duplicate claim; 

(C) “Clean claim” does not include any claim submitted more than 
ninety (90) days after the date of service; and 

(D) “Clean claim” includes resubmitted paper claims with previously 
identified deficiencies corrected; 

(2) “Duplicate claim” means an original claim and its duplicate, when the 
duplicate is filed within thirty (30) days of the original claim; 

(3) “Health insurance coverage” means benefits consisting of medical 
care, provided directly, through insurance or reimbursement, or otherwise 
and including items and services paid for as medical care, under any policy, 
certificate or agreement offered by a health insurance entity; provided, that 
health insurance coverage does not include policies or certificates covering 
only accident, credit, disability income, long-term care, hospital indemnity, 
medicare supplement as defined in § 1882(g)(1) of the Social Security Act (42 
U.S.C. § 1395ss(g)(1)), specified disease, other limited benefit health insur- 
ance, automobile medical payment insurance, or insurance under which 
benefits are payable with or without regard to fault and that are statutorily 
required to be contained in any liability insurance policy or equivalent 
self-insurance; 

(4) “Health insurance entity” means an entity subject to the insurance 
laws of this state, or subject to the jurisdiction of the commissioner, that 
contracts or offers to contract to provide health insurance coverage, includ- 
ing, but not limited to, an insurance company, a health maintenance 
organization and a nonprofit hospital and medical service corporation; 

(5) “Pay” means that the health insurance entity shall either send the 
provider cash or a cash equivalent in full satisfaction of the allowed portion 
of the claim, or give the provider a credit against any outstanding balance 
owed by that provider to the health insurance entity. Payment shall occur on 
the date when the cash, cash equivalent or notice of credit is mailed or 
otherwise sent to the provider; and 

(6) “Submitted” means that the provider either mails or otherwise sends 
a claim to the health insurance entity. Submission shall occur on the date the 
claim is mailed or otherwise sent to the health insurance entity. 

(b) Prompt Payment Standards. 

(1)(A) Not later than thirty (30) calendar days after the date that a health 
insurance entity actually receives a claim submitted on paper from a provider, 
a health insurance entity shall: 

(i) If the claim is clean, pay the total covered amount of the claim; 

(ii) Pay the portion of the claim that is clean and not in dispute and 
notify the provider in writing why the remaining portion of the claim 
will not be paid; or 

(iii) Notify the provider in writing of all reasons why the claim is not 
clean and will not be paid and what substantiating documentation and 
information is required to adjudicate the claim as clean. 
(B) Not later than twenty-one (21) calendar days after receiving a claim 

by electronic submission, a health insurance entity shall: 
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(i) If the claim is clean, pay the total covered amount of the claim; 

(ii) Pay the portion of the claim that is clean and not in dispute and 
notify the provider why the remaining portion of the claim will not be 
paid; or 

(iii) Notify the provider of the reason why the claim is not clean and 
will not be paid and what substantiating documentation or information 
is required to adjudicate the claim. 

(2) No paper claim may be denied upon resubmission for lack of substan- 
tiating documentation or information that has been previously provided by 
the health care provider. 

(3) Health insurance entities shall timely provide contracted providers 
with all necessary information to properly submit a claim. 

(4) Any health insurance entity that does not comply with subdivision 
(b)(1) shall pay one percent (1%) interest per month, accruing from the day 
after the payment was due, on that amount of the claim that remains 
unpaid. 

(c) Regulatory Oversight. 

(1) The commissioner shall ensure, as part of the department’s ongoing 
regulatory oversight of health insurance entities, that health insurance 
entities properly process and pay claims in accordance with this section. 

(2) If the commissioner finds a health insurance entity has failed during 
any calendar year to properly process and pay ninety-five percent (95%) of all 
clean claims received from all providers during that year in accordance with 
this section, the commissioner may levy an aggregate penalty up to ten 
thousand dollars ($10,000). If the commissioner finds a health insurance 
entity has failed during any calendar year to properly process and pay 
eighty-five percent (85%) of all clean claims received from all providers 
during that year in accordance with this section, the commissioner may levy 
an aggregate penalty in an amount of not less than ten thousand dollars 
($10,000) nor more than one hundred thousand dollars ($100,000), if 
reasonable notice in writing is given of the intent to levy the penalty. If the 
commissioner finds a health insurance entity has failed during any calendar 
year to properly process and pay sixty percent (60%) of all clean claims 
received from all providers during that year in accordance with this section, 
the commissioner may levy an aggregate penalty in an amount of not less 
than one hundred thousand dollars ($100,000) nor more than two hundred 
thousand dollars ($200,000). In determining the amount of any fine, the 
commissioner shall take into account whether the failure to achieve the 
standards in this section is due to circumstances beyond the health insur- 
ance entity’s control and whether the health insurance entity has been in the 
business of processing claims for two (2) years or less. The health insurance 
entity may request an administrative hearing contesting the assessment of 
any administrative penalty imposed by the commissioner within thirty (30) 
days after receipt of the notice of the assessment. 

(3) The commissioner may issue an order directing a health insurance 
entity or a representative of a health insurance entity to cease and desist 
from engaging in any act or practice in violation of this section. Within 
fifteen (15) days after service of the cease and desist order, the respondent 
may request a hearing on the question of whether acts or practices in 
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violation of this act have occurred. 

(4) All hearings under this part shall be conducted pursuant to the 
Uniform Administrative Procedures Act, compiled in title 4, chapter 5. 

(5) In the case of any violations of this section, if the commissioner elects 
not to issue a cease and desist order, or in the event of noncompliance with 
a cease and desist order issued by the commissioner, the commissioner may 
institute a proceeding to obtain injunctive or other appropriate relief in the 
chancery court of Davidson County. 

(6) Examinations to determine compliance with this section may be 
conducted by the commissioner’s staff. The commissioner may, if necessary, 
contract with qualified impartial outside sources to assist in examinations to 
determine compliance with this section. The expenses of the examinations 
shall be assessed against health maintenance organizations in accordance 
with § 56-32-115. For other health insurance entities, the commissioner 
shall bill the expenses of the examinations to those entities in accordance 
with § 56-1-413. 

(d) Rules and regulations. The commissioner shall adopt rules and 





regulations to ensure effective compliance with this section. 


History. 
Acts 2000, ch. 890, § 2. 


Compiler’s Notes. 

Former §§ 56-7-108 — 56-7-110, concerning 
participation in hospital and medical service 
plans by and reimbursement of optometrists, 
psychologists, podiatrists and social workers, 
were transferred to §§ 56-7-2401 — 56-7-2403 
by Acts 1992, ch. 984, § 2. 

Acts 2000, ch. 890, § 1 provided that the act 
may be cited as the “Timely Reimbursement of 
Health Insurance Claims Act.” The purpose of 
the act is to ensure the prompt and accurate 
payment of all provider claims for covered ser- 
vices delivered to eligible health insured pa- 
tients. The general assembly further intends 
that the act provide direct provider rights to 
prompt payment under § 68-11-219, which re- 
quires a patient’s assignment of a claim. Noth- 
ing in the act will require a health insurance 
entity to pay claims that are not covered under 
a health insurer entity’s contract. 

Acts 2000, ch. 890, § 3 provided that nothing 
in the act requires a health insurance entity to 
pay claims that are not covered under the 
terms of the health insurer entity’s contract. 
This provision does not prevent a claim of an 
out of network provider from being a clean 
claim. 

Acts 2000, ch. 890, § 4 provided that nothing 
in the act shall be construed or interpreted as 


applying to the TennCare programs under Title 
XIX of the Social Security Act [42 U.S.C. 
§ 1396 et seq.] or any successor to the Tenn- 
Care program administered pursuant to the 
federal Medicaid laws. 

Acts 2000, ch. 890, § 5 provided that the act 
shall not preclude the right of a claimant to 
pursue any other administrative, civil or crimi- 
nal proceedings or remedies permitted under 
state or federal law. The act shall also not 
preclude the commissioner of commerce and 
insurance from pursuing any other administra- 
tive, civil or criminal proceedings or remedies 
permitted under state or federal law, except the 
commissioner may not impose any monetary 
penalties greater than those set forth in the act 
against health insurance entities found in vio- 
lation of the act. 

Acts 2000, ch. 890, § 7 provided that the act 
shall apply to all outstanding clean claims to 
which the act applies that remain unreim- 
bursed sixty (60) days after November 1, 2000. 


Cross-References. 
Exclusion of types of insurance from specific 
insurance definition, § 56-1-105. 


Section to Section References. 

This section is referred to in §§ 10-7-504, 
56-7-110, 56-7-132, 56-7-1001, 56-7-1002, 56-7- 
1009, 56-7-1014, 56-7-2409, 56-7-2410, 56-7- 
3301, 56-7-3303. 


NOTES TO DECISIONS 


1. Construction With Other Laws. 

In case under Employee Retirement Income 
Security Act (ERISA) involving allegations that 
insurer utilized claims administration process 


to punish provider for refusing to join insurer’s 
network, provider’s state law claims under Ten- 
nessee’s bad faith insurance denial statute, 
Prompt Pay Act, and tortious inteference law 
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were preempted by ERISA because these laws and insured. Productive MD, LLC v. Aetna 
did not have effect of transferring or spreading Health & Aetna Life Ins Co., 969 F. Supp. 2d 
policyholders’ risk and did not constitute inte- 901, 2013 U.S. Dist. LEXIS 122609 (M.D. Tenn. 
gral part of policy relationship between insurer Aug. 28, 2013). 


56-7-110. Part definitions — Correction of payment errors — Retroac- 
tive denial of reimbursements. 


(a) As used in this part: 

(1) “Covered person” means a person on whose behalf a health insurance 
entity offering health insurance coverage is obligated to pay benefits or 
provide services; 

(2) “Health care provider” means any person or entity performing services 
regulated pursuant to title 63 or title 68, chapter 11; 

(3) “Health insurance coverage” has the same meaning as in § 56-7-109; 

(4) “Health insurance entity” has the same meaning asin § 56-7-109; and 

(5) “Recoupment” means the action by a health insurance entity to 
recover amounts previously paid to a health care provider by withholding or 
setting off the amounts against current payments to the health care 
provider. 

(b) A health insurance entity shall not be required to correct a payment 
error to a health care provider if the provider’s request for a payment 
correction is filed more than eighteen (18) months after the date that the 
health care provider received payment for the claim from the health insurance 
entity. 

(c) Except in cases of fraud committed by the health care provider, a health 
insurance entity may only recoup reimbursements to the provider during the 
eighteen-month period after the date that the health insurance entity paid the 
claim submitted by the health care provider. 

(d) A health insurance entity that recoups reimbursement to a health care 
provider under this section shall give the health care provider a written or 
electronic statement specifying the basis for the recoupment and the statement 
shall contain, at a minimum, the information required by subsection (g). 

(e)(1) If a health insurance entity determines that payment was made for 

services not covered under the covered person’s health insurance coverage, 

the health insurance entity shall give written notice to the health care 
provider of its intent to recoup a previously paid claim and may: 

(A) Request a refund from the health care provider; or 

(B) Make a recoupment of the payment from the health care provider in 

accordance with subsection (g). 

(2) The notice required by subdivision (e)(1) may be included in the 
results of an audit submitted to the health care provider. 

(f) Notwithstanding subsection (c), if a health insurance entity or an agent 
contracted to provide eligibility verification, verifies that an individual is a 
covered person and if the health care provider provides services to the 
individual in reliance on the verification, the health insurance entity may not 
thereafter recoup a claim on the basis that the individual is not a covered 
person unless the recoupment occurs within six (6) months of the date that the 
health insurance entity paid the claim; otherwise, the health insurance entity 
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is barred from making the recoupment unless there was fraud by the health 
care provider. 

(g) Ifa health insurance entity chooses to recoup from a health care provider 
amounts previously paid pursuant to subsection (c) or (e), the health insurance 
entity shall provide the health care provider written documentation that 
specifies: 

(1) The amount of the recoupment; 

(2) The covered person’s name to whom the recoupment applies; 

(3) The patient identification number; 

(4) The date or dates of service; 

(5) The service or services on which the recoupment is based; and 

(6) The pending claims being recouped or that future claims will be 
recouped. 

(h)(1) If the commissioner finds a health insurance entity has failed to 

comply with this section, the commissioner may impose a penalty of two (2) 

times the amount of the claim or seven hundred fifty dollars ($750), 

whichever amount is less. 

(2) In the alternative, the health care provider may seek injunctive or 
other appropriate relief in the chancery or circuit court in the county where 
the provider resides or practices. 

(i) The commissioner shall adopt rules and regulations to ensure compliance 
with this section. The rules shall be adopted in accordance with the Uniform 
Administrative Procedures Act, compiled in title 4, chapter 5, and may be 
promulgated by emergency rulemaking. 

(j) This section shall not be waived, voided or nullified by contract; provided, 
however, that the health insurance entity and the health care provider are 
permitted to toll the time periods contained in subsections (c) and (f) through 
mutually negotiated and separate tolling agreements if both parties agree to 
toll or extend the time periods established by subsections (c) and (f). 

(k)(1) This section shall not interfere or otherwise repeal the following: 

(A) The prompt payment appeals process described in § 56-32-126; 

(B) The authority of a receiver appointed by the commissioner pursuant 
to chapter 9 of this title to audit or collect overpayment made to providers 
more than eighteen (18) months from the date that the managed care 
organization (MCO) paid the claim; 

(C) The authority of the TennCare bureau to collect overpayments made 
to providers more than eighteen (18) months from the date that the MCO 
paid the claim if discovered and verified by the bureau pursuant to an 
audit of an MCO; or 

(D) The subrogation rights or authority of the TennCare bureau. 

(2) Health insurance entities that contract directly with the TennCare 
bureau in the provision of services for TennCare recipients are specifically 
excluded from this section only for the products and services made by the 
health insurance entities on behalf of the TennCare bureau. 

(1) In order to ensure that the original intent of this section is followed and 
to prevent any entity from circumventing the time frames established by this 
section, only a health insurance entity, or the health insurance entity’s agent, 
that contracts with health care providers or is responsible for paying con- 
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tracted or noncontracted health care providers may seek to recover any 
payments made to those health care providers. No other entity may pursue 


recoupments governed by this section. 


History. 
Acts 2008, ch. 257, § 1; 2009, ch. 462, §§ 1-4, 
7; 2009, ch. 566, § 12. 


Compiler’s Notes. 

Former §§ 56-7-108 — 56-7-110, concerning 
participation in hospital and medical service 
plans by and reimbursement of optometrists, 
psychologists, podiatrists and social workers, 
were transferred to §§ 56-7-2401 — 56-7-2403 
by Acts 1992, ch. 984, § 2. 

Acts 2003, ch. 257, § 3 provided that the act 


shall apply to contracts entered into or renewed 
on or after January 1, 2004. 

Acts 2009, ch. 566, § 12 provided that the 
Tennessee code commission is directed to 
change all references to public necessity rules, 
wherever such references appear in this code, 
to emergency rules, as sections are amended 
and volumes are replaced. 


Section to Section References. 
This section is referred to in §§ 56-7-2409, 
56-7-2410. 


56-7-111. Property or casualty insurance — General contractor as a 
payee. 


When insured property losses in excess of one thousand dollars ($1,000) 
accrue to the owners of dwellings or other structures insured under policies of 
property or casualty insurance as defined in § 56-2-201, the insurance 
company shall name the general contractor, as defined in § 62-6-102, of any 
uncompleted construction or building contract as a payee on the draft to the 
owner covering payment for the loss. The insurance company shall name the 
general contractor as payee on the draft pursuant to this section regardless of 
whether the work that was performed or is yet to be performed is less than 
twenty-five thousand dollars ($25,000). 


History. 
Acts 1974, ch. 705, § 1; T.C.A., § 56-1169; 
Acts 1998, ch. 706, § 1. 


56-7-112. Deferred individual annuity contracts — Minimum guaran- 
teed surrender value. 


Deferred individual annuity contracts, except variable annuity contracts as 
provided for in chapter 3, part 5 of this title, filed for approval after July 1, 
1976, or issued after July 1, 1977, must provide upon surrender of the contract 
guaranteed values in the form of a cash value or paid up annuity that are equal 
to or greater than the following minimum standards: 

(1) In the case of contracts providing level premiums or considerations, 
the minimum cash value shall not be less than fifty percent (50%) of the 
annual premium or consideration in the first policy year, plus eighty-five 
percent (85%) of the premiums or considerations for the second to the tenth 
policy years inclusive, plus ninety percent (90%) of the premiums or 
considerations after the tenth policy year, all accumulated at not less than 
three percent (3%) interest. The annual premiums to be accumulated may be 
diminished by a policy fee not greater than twenty dollars ($20.00) per year; 

(2) In the case of contracts providing premiums or considerations that 
may vary in amount, the minimum values shall be determined according to 
the same principles as described in subdivision (1), the cash value attribut- 
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able to an increase in premium or consideration being computed on the basis 
of fifty percent (50%) of the excess of the premium or consideration over the 
largest premium or consideration paid in any prior contract year; 

(3) In the case of a single premium policy, the minimum cash value shall 
be equal to at least ninety percent (90%) of the single premium or consider- 
ation accumulated at not less than three percent (3%) interest; and 

(4) The contract shall provide that the company shall reserve the right to 
defer payment of the cash values for six (6) months after application for 
payment is made. 


History. Section to Section References. 
Acts 1976, ch. 546, § 1; T.C.A., § 56-1171. This section is referred to in § 56-36-112. 


Cross-References. 
Standard nonforfeiture law for individual de- 
ferred annuities, title 56, ch. 36. 


56-7-113. Inquiry by homeowner’s insurance policyholder not grounds 
for premium increase or cancellation of policy — Commu- 
nications necessitating investigation — Violation consti- 
tutes unfair trade practice. 


(a) For purposes of this section: 

(1) “Cancel” means to terminate a homeowner’s insurance policy prior to 
the expiration of the policy period; 

(2) “Claim”: 

(A) Means an oral, written, or electronic submission for payment filed 
by an insured, on behalf of the insured, or by a third party whereby an 
insurance company accepts the submission for payment in accordance 
with the insurance company’s reasonable submission standards; and 

(B) Does not mean an inquiry by an insured or by an insurance 
producer on behalf of an insured; 

(3) “Inquiry” means any communication to an insurance company by an 
insured, or by an insurance producer on behalf of an insured, regarding 
general terms and conditions of a homeowner’s insurance policy, including a 
communication concerning whether a homeowner’s insurance policy pro- 
vides coverage for a type of event or the process for filing a claim; and 

(4) “Insurance company” has the same meaning as defined in § 56-1-102. 
(b) No insurance company shall increase a premium or cancel a homeown- 

er’s insurance policy solely on the basis of an inquiry or inquiries by an insured 
regarding the insured’s homeowner’s insurance policy or a loss under the 
policy. 

(c) Notwithstanding the foregoing, if a communication by an insured to an 
insurance company necessitates an investigation by the insurance company 
which results in a written finding that there has been a change in a known 
condition or use of the premises or a fraudulent act by the consumer, then the 
insurance company may consider the communication to be either a claim or an 
inquiry. 

(d) A violation of this section shall be considered an unfair trade practice 
under the Tennessee Unfair Trade Practices and Unfair Claims Settlement Act 
of 2009, compiled in chapter 8, part 1 of this title. 


56-7-114 


History. 
Acts 2014, ch. 975, § 1. 


Compiler’s Notes. 
Former §§ 56-7-113 and 56-7-114, concern- 
ing forfeiture and lapse restrictions and con- 


56-7-114. [Transferred.] 


Compiler’s Notes. 

Former §§ 56-7-113 and 56-7-114, concern- 
ing forfeiture and lapse restrictions and con- 
tinuance of coverage, were transferred to 
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tinuance of coverage, were transferred to 
§§ 56-7-2303 and 56-7-2304 by Acts 1992, ch. 
984, § 1, effective upon the 1994 replacement 
of this volume. See the parallel reference table 
following § 56-7-2301. 


§§ 56-7-2303 and 56-7-2304 by Acts 1992, ch. 
984, § 1, effective upon the 1994 replacement 
of this volume. See the parallel reference table 
following § 56-7-2301. 


56-7-115. Medical health care liability insurance — Availability for all 
classifications of practice. 


(a) All insurance companies issuing health care liability insurance policies 
to physicians licensed to practice medicine in this state shall issue policies 
covering physicians of all classifications of practice; provided, that this 
subsection (a) shall not be construed to require the issuance of a policy contrary 
to established underwriting practices. 

(b) This section shall not be construed to prevent an insurance company 
issuing health care liability insurance policies to physicians licensed in the 
state from limiting the amount of the coverage of the policies or from making 
a premium surcharge for the insurance in accordance with established 
underwriting practices. 


History. 
Acts 1979, ch. 161, §§ 1, 2; T.C.A., § 56-1178; 
Acts 2012, ch. 798, § 20. 


56-7-116. [Transferred.] 


Compiler’s Notes. 
Former § 56-7-116, concerning chiroprac- 
tors, was transferred to § 56-7-2404 by Acts 


1992, ch. 984, § 2, effective upon the 1994 
replacement of this volume. 


56-7-117. Required use of mail-order pharmacy prohibited. 


(a) No group medical benefit contract issued by an insurance company, a 
hospital service corporation, a hospital and medical service corporation, a 
medical service corporation, a health maintenance organization or a health 
care center, that provides coverage for prescription drugs, may require any 
person covered under the contract to obtain prescription drugs from a 
mail-order pharmacy in order to obtain benefits for the drugs, or to pay an 
additional fee or be subjected to any other penalty for failing to utilize any 
mail-order pharmacy designated by the insurance company or other issuing 
organization. 

(b) The commissioner is authorized to promulgate regulations to implement 
and enforce this section. 


History. 
Acts 1990, ch. 836, §§ 1, 2. 


Compiler’s Notes. 
Acts 1990, ch. 836, § 3 provided that the 
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provisions of this section apply to all group 
medical benefit contracts delivered, issued for 
delivery or renewed in this state on or after 
July 1, 1990. 


Attorney General Opinions. 

This section applies to listed entities that are 
regulated under different provisions of state 
law and, because the state insurance commit- 
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tory schemes, this section does not apply to 
them when they are defining the benefits for 
state plans, OAG 04-001, 2004 Tenn. AG LEXIS 
1 (1/06/04). 

This section and T.C.A. § 56-7-2359 do not 
apply to a local governmental entity defining 
benefits to be offered under its self-funded 
employee health plan, OAG 04-001, 2004 Tenn. 


tees are not regulated under any of these statu- AG LEXIS 1 (1/06/04). 


56-7-118. Notice of premium increase. 


Any insurance company that increases its premiums shall give thirty (30) 
days’ notice of any increase to a customer who has an account paid by bank 
draft or preauthorized check. 


History. 
Acts 1992, ch. 633, § 1. 


56-7-119. Excuse for absence of employee or student. 


Any employer or educational institution may accept, and a duly licensed 
doctor of chiropractic may issue, an excuse for the absence of an employee or 
student. Nothing in this section shall be construed to require the insurer of the 
employee or student to pay for the service or include it within the scope of 
coverage of any insurance policy. 


History. 
Acts 1992, ch. 848, § 1. 


56-7-120. Assignment of benefits to health care provider. 


(a)(1) Notwithstanding any law, rule, or regulation to the contrary, when- 
ever any policy of insurance issued in this state provides for coverage of 
health care rendered by a provider covered under title 63, the insured or 
other persons entitled to benefits under the policy shall be entitled to assign 
these benefits to the healthcare provider and such rights must be stated 
clearly in the policy. Notice of the assignment must be in writing to the 
insurer in order to be effective; provided, however, such notice can be 
provided by other means if it is so stated in the policy. 

(2) If a property and casualty insurance policy includes a specified 
medical expense benefit payable without regard to fault, but does not permit 
assignment of the benefit, the insurer must establish a process that, when 
requested by the insured, the insurer shall disburse funds in the names of 
the insured and the health care provider as joint payees. Disbursement shall 
be subject to terms and conditions under the issued insurance policy. 

(b) As used in this section, “health care provider” means a doctor of 
medicine, osteopathy, dentistry, chiropractic, podiatry or optometry, a pharma- 
cist or pharmacy, a hospital, home health agency, an entity providing infusion 
therapy services or an entity providing medical equipment services. 

(c)(1) For purposes of this subsection (c): 

(A) “Participating healthcare facility” means a healthcare facility that 
has a current contract provider agreement with the insured’s insurer; and 
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(B) “Nonparticipating facility-based physician” means a physician: 
(i) To whom a participating healthcare facility has granted clinical 
privileges; 
(ii) Who provides services to patients of the participating healthcare 
facility pursuant to those clinical privileges; and 
(iii) Who does not have a current contract provider agreement with 
the insured’s insurer. 
(2) An insured’s assignment of benefits, pursuant to subsection (a), may 
be disregarded by an insurer if: 
(A) The assignment of benefits is to a nonparticipating facility-based 
physician; and 
(B) All of the following conditions are not satisfied: 
(i)(a) The healthcare facility provides written notice to the insured 
that informs the insured that: 
(1) The nonparticipating facility-based physician may not have a 
current contract provider agreement with the insured’s insurer; and 
(2) The insured may receive a bill for medical services from the 
nonparticipating facility-based physician for the amount unpaid by 
the insured’s insurer; 

(b) The notice required by subdivision (c)(2)(B)(i)(a) shall be pro- 
vided to the insured, or the insured’s personal representative, prior to 
when the insured first receives services from the nonparticipating 
facility-based physician. In circumstances where the insured is receiv- 
ing medical services through a hospital emergency department or is 
incapacitated or unconscious at the time of receiving such services, 
the notice will not be required. The failure of the healthcare facility to 
provide the notice required by subdivision (c)(2)(B)(i)(a) shall not give 
rise to any right of indemnification or private cause of action against 
the healthcare facility by any nonparticipating facility-based physi- 
cian for an insurer’s disregard of an insured’s assignment of benefits 
unless the healthcare facility’s failure to provide such notice is due to 
willful or wanton misconduct of an agent of the healthcare facility; 
and 
(ii) The nonparticipating facility-based physician provides the in- 

sured a billing statement that: 

(a) Contains an itemized listing of the services and supplies pro- 
vided along with the dates when the services and supplies were 
provided; 

(6) Contains a conspicuous, plain language explanation that: 

(1) The nonparticipating facility-based physician does not have a 
current contract provider agreement with the insured’s insurer; and 

(2) The insurer has paid a rate, as determined by the insurer, 
that is below the nonparticipating facility-based physician’s billed 
amount; 

(c) Contains a telephone number to call to discuss the billing 
statement, provide an explanation of any acronyms, abbreviations, 
and numbers used on the statement, or discuss any payment issues; 

(dq) Contains a statement that the insured may call to discuss 
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alternative payment arrangements; and 

(e) For billing statements that total an amount greater than two 
hundred dollars ($200), over any applicable copayments, coinsurance 
or deductibles, states, in plain language, that if the insured finalizes 
a payment plan agreement within forty-five (45) days of receiving the 
first billing statement and substantially complies with the agreement, 
the nonparticipating facility-based physician shall not furnish ad- 
verse information to a consumer reporting agency regarding an 
amount owed by the insured. For purposes of this subdivision 
(c)(2)(B)Gi)(e), a patient shall be considered out of substantial compli- 
ance with the payment plan agreement if the payments are not made 
in compliance with the agreement for a period of forty-five (45) days. 


(3) Nothing in this subsection (c) shall apply to accident-only, specified 
disease, hospital indemnity, Medicare supplement, long-term care or other 





limited benefit hospital insurance policies. 


History. 

Acts 1992, ch. 918, § 1; 1993, ch. 111, § 1; 
1997, ch. 248, § 1; 2009, ch. 365, § 1; 2010, ch. 
1027, §§ 1, 2; 2011, ch. 6, § 1. 


Attorney General Opinions. 
T.C.A. § 56-7-120(a) applies to all types of 
insurance policies, including automobile and 


56-7-121. Exclusion of coverage. 


general liability policies, that provide coverage 
for services rendered by health care providers, 
OAG 09-010, 2009 Tenn. AG LEXIS 7 (2/2/09). 

An insurance company must honor an as- 
signment of benefits if notice of the assignment 
is provided in writing, unless the policy pro- 
vides otherwise, OAG 09-010, 2009 Tenn. AG 
LEXIS 7 (2/2/09). 


Notwithstanding any other law to the contrary, an insurer may exclude 
coverage pursuant to a contractual agreement; provided, that the exclusion 


complies with this title. 


History. 
Acts 1995, ch. 219, § 2. 


NOTES TO DECISIONS 


Analysis 


1. Household Exclusions and Public Policy. 
2. Lessee Exclusions. 


1. Household Exclusions and _ Public 
Policy. 

While the Tennessee supreme court agreed 
with the insured (injured as a passenger in her 
own car), that household and family exclusions 
might arguably have seemed contrary to the 
legislative intent expressed in the Tennessee 
Financial Responsibility Act, the supreme court 
was nevertheless constrained by T.C.A. § 56-7- 
121; § 56-7-121 was not limited by its terms to 
Title 56 of the Tennessee Code, and the su- 
preme court held that family or household 


exclusions in automobile liability insurance 
policies did not violate Tennessee law or public 
policy. Purkey v. Am. Home Assur. Co., 173 
S.W.3d 703, 2005 Tenn. LEXIS 796 (Tenn. 
2005). 


2. Lessee Exclusions. 

Lessee exclusion endorsement that an insur- 
ance company included in a commercial auto- 
mobile liability policy, which named only a 
tractor-trailer owner as an insured, did not 
violate public policy because Tenn. Code Ann. 
§ 56-7-121 gave broad authority for exclusion- 
ary clauses in insurance policies. Armstrong v. 
United States Fire Ins. Co., 606 F. Supp. 2d 
794, 2009 U.S. Dist. LEXIS 25693 (E.D. Tenn. 
Mar. 27, 2009). 


56-7-122. Disclosure of agreements to limit services permitted. 


A provider shall not be prohibited by a health plan, by contract or otherwise, 


56-7-123 INSURANCE 408 


from disclosing to a patient the existence of financial arrangements with the 
health plan that reward the provider for reducing or limiting the range and 
amount of medically necessary and appropriate services rendered to the 
patients enrolled in the health plan. 


History. 
Acts 1997, ch. 324, § 1. 


56-7-123. Policies to be in English — Language of promotional mate- 
rial. 


(a) Every insurance policy, issued to or for the benefit of any citizen or 
resident of this state, shall be written in the English language. 

(b) Nothing in this part shall prohibit an insurer from advertising or 
providing information or translations to consumers in a language other than 
English; provided, that the advertisement or informational materials clearly 
state the insurance policy being advertised is available only in English. 

(c) In the event of a dispute, the language contained in the insurance policy 
is controlling and any advertisement or informational materials used by an 
insurer shall not be construed to modify or change the insurance policy. 

(d) Notwithstanding subsection (c), the use of any advertising or informa- 
tional materials by any person, without regard as to the language in which the 
materials are written, that materially contradict or misrepresent any provi- 
sion of the underlying policy of insurance shall constitute an unfair and 
deceptive practice in the insurance business as provided by §§ 56-8-103 and 
56-8-104. 


History. 
Acts 1999, ch. 101, § 1. 


56-7-124. Release of information relating to physical or mental health 
of patient. 


(a)(1) Itis unlawful for an insurer or carrier that provides accident or health 
insurance, a nonprofit hospital or medical service corporation, a health, 
hospital or medical service corporation, a health maintenance organization, 
including any that participates in TennCare or any successor program, a 
Multiple Employer Welfare Arrangement (MEWA), a preferred provider 
organization, a pharmacy benefit management organization, or other net- 
work providing health benefits, to market or sell information that directly 
identifies the patient who is the subject of the information and that relates 
to the physical or mental health of that patient or to the provision of health 
care to that patient, unless the patient has authorized the release in written, 
electronic or other form that indicates the patient’s consent. 
(2)(A) This section does not apply to: 

(i) The release of such information to an agent, contractor or corpo- 
rate affiliate of the entity holding the information to perform a permit- 
ted function or use of the information; or 

(ii) The release of information for which the patient, enrollee or 
insured has executed a voluntary waiver or release. 
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(B) This section does not apply to release of information that does not 
readily identify the patient for bona fide research or audit purposes. 
Nothing in this section shall prohibit: 

(i) The transfer of information as part of arrangements to assure the 
delivery of health care, health care payment, health care management, 
disease state management, health care oversight; 

(ii) The transfer of responsibility for identifiable health information 
to a successor in interest; or 

(iii) The release of medical information, medical services utilization 
data and any other necessary patient identifying information by an 
insurer or carrier that provides accident or health insurance, a nonprofit 
hospital or medical service corporation, a health, hospital or medical 
service corporation, a health maintenance organization, including any 
that participates in TennCare or any successor program, a MEWA, or a 
pharmacy benefit management organization to the TennCare Bureau or 
its contractors or other appropriate state agencies, appropriate provid- 
ers of medical services, outreach workers, researchers, outside vendors 
or contractors, universities or any other appropriate third parties for the 
purpose of performing case management, drug utilization review (DUR), 
disease management, quality reviews, health management, or outcomes 
research that is designed to monitor utilization patterns, improve the 
quality of health care and health care delivery, assure compliance, 
control fraud, waste and abuse or contain costs. Any third party vendor 
or contractor, as well as any other entity that gains access to this 
information to perform the analysis and intervention activities de- 
scribed in this subdivision (a)(2)(B)(@i1), will be bound to comply with all 
applicable state and federal laws and regulations regarding vigilant 
protection of the confidential information. 

(3) A violation of this subsection (a) shall be punished as a Class C 
misdemeanor. 

(b) In lieu of, or in addition to, any other remedy that may be available 
under this title, the commissioner may assess a civil penalty against any entity 
violating this section in an amount not to exceed one thousand dollars ($1,000) 
for each separate violation, or the amount realized by the entity, whichever is 
greater. The civil penalty shall only be levied by the department after a 
hearing, conducted pursuant to the Uniform Administrative Procedures Act, 
compiled in title 4, chapter 5. In any civil action brought to enforce this 
subsection (b), costs for the prevailing party, including the department, shall 
include reasonable expenses, including attorney fees. 

(c) The commissioner is authorized to promulgate rules and regulations 
pursuant to the Uniform Administrative Procedures Act to enforce this section. 

(d) Nothing in this section shall be construed to prohibit an insurer, a 
hospital and medical service corporation, a health maintenance organization 
or an employer from sharing or using consumer information with its affiliates, 
subsidiaries, agents or joint venture partners, for activities consistent with 
this title, including, but not limited to, data processing, utilization review, 
underwriting claims and anti-fraud purposes. An insurer shall be permitted to 
share personal information such as name, address and other nonmedical 
specific data with subsidiaries, agents, or joint venture partners. 


56-7-125 


History. 
Acts 2000, ch. 769, § 1. 


Compiler’s Notes. 

Acts 2000, ch. 679, § 3, provided that this 
section and § 50-1-306 shall only take effect to 
the extent permitted by federal law, including, 
but not limited to, the Employee Retirement 
Income Security Act of 1974 [29 U.S.C. § 1001 
et seq.], and to the extent that any necessary 
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Care (or a successor entity or program) have 
been secured from the federal health care fi- 
nancing administration. 


Cross-References. 
Authorization of patient to market or sell 
medical information, § 50-1-306. 
Confidentiality of public records, § 10-7-504. 
Penalty for Class C misdemeanor, § 40-35- 
111. 


approvals under the federal waiver for Tenn- 


56-7-125. Written statement of rights for personal lines fire or home- 
owners insurance policyholders. 


(a) At any time a policyholder files a property claim under a personal lines 
fire or homeowners insurance policy for structural damage with an estimated 
value at or above twenty thousand dollars ($20,000), the insurer shall provide 
the policyholder with a written statement setting forth certain basic rights to 
which the policyholder is entitled under the policyholder’s policy. 

(b) At a minimum, the written statement required by subsection (a) shall 
advise policyholders of their rights to: 

(1) Receive quality repair work to restore the damages to the policyhold- 
ers’ property; 

(2) Have the repairs made by a contractor of the policyholders’ choice, 
understanding that the contractor is hired by the policyholder and that this 
contractor does not work for or at the direction of the insurance company; 

(3) Receive a copy of the insurance policy free of charge upon request; 

(4) Be informed of the need to file a proof of loss, if required; 

(5) Receive the name, phone number, and address of the claim represen- 
tative handling the loss; 

(6) Receive a detailed estimate of the scope of damage and costs of repairs. 
Should the contractor selected by the policyholder have questions concerning 
the insurance company’s estimate, the policyholder or the policyholder’s 
contractor should contact the policyholder’s claim representative directly; 

(7) File supplemental claims as the need arises; and 

(8) File a complaint with the department by calling the policyholder 
service section at 1-800-342-4029, if the policyholder is unable to work out an 
agreement after speaking with the policyholder’s claim representative, 
agent, and the company. 

(c) The written statement required by this section shall also inform the 
policyholder that the requirements of this section do not amend or replace any 
part of the policyholder’s insurance policy and that the policyholder should 
carefully read and examine the policyholder’s insurance policy, including all 
policy coverages, conditions, exclusions and rights. 

(d) Any insurer that fails to comply with this section shall be subject to the 
unfair claims settlement practice provisions under § 56-8-104(8) [repealed]. 


History. 
Acts 2001, ch. 226, §§ 1-4. 


tion, was repealed by Acts 2008, ch. 1079, § 5, 
effective January 1, 2008. 


Compiler’s Notes. 
Former § 56-8-104(8), referred to in this sec- 
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56-7-126. Duty of pharmacy benefits manager — Health insurance 
under TennCare program. 


(a) A pharmacy benefits manager shall notify a pharmacist who furnishes 
goods or services under any policy or contract for health insurance coverage 
provided under the TennCare program of the failure of any health insurer to 
provide timely payments for nondisputed claims pursuant to contract within 
fourteen (14) days of the failure of the health insurer to fund a scheduled 
payment. 

(b) Failure by a pharmacy benefits manager to provide notice as described in 
subsection (a) shall be cause for the commissioner to impose the appropriate 
penalties allowed in this title. 

(c) As used in this section, “pharmacy benefits manager” means a person, 
business or other entity and any wholly or partially owned subsidiary of the 
entity, that administers the prescription drug or device portion of plans 
providing health insurance coverage on behalf of a third party, including plan 
sponsors, insurance companies, unions, and health maintenance organiza- 
tions. 


History. shall apply to claims for goods and services 
Acts 2003, ch. 220, § 1. arising on and after July 1, 2003. 
Compiler’s Notes. 


Acts 2003, ch. 220, § 2 provided that the act 


56-7-127. Major medical insurance coverage for a catastrophic illness 
requiring in-patient hospital care. 


(a) It is the intent of the general assembly that the availability and 
affordability of basic major medical insurance coverage for a catastrophic 
illness requiring inpatient hospital care is essential for many Tennesseans who 
are uninsured. 

(b) To that extent, insurance providers in this state are encouraged to 
develop a plan that provides only major medical insurance coverage for a 
catastrophic illness requiring inpatient hospital care. 

(c) The plans developed under this section are not required to provide the 
mandated coverage or the mandated offers of coverage required pursuant to 
part 23, 24, 25, or 26 of this chapter, except to the extent that a specific 
mandated coverage is essential to the provision of basic health care for the 
catastrophic illness requiring inpatient hospital care. 

(d) Prior to being offered for sale in this state, the plan shall be submitted 
to the commissioner for approval, modification or disapproval. Upon receipt of 
approval for the plan by the commissioner, the carrier may use the certified 
plan until the plan is disapproved by the commissioner. 

(e) The commissioner is authorized to promulgate necessary rules and 
regulations in accordance with the Uniform Administrative Procedures Act, 
compiled in title 4, chapter 5, to implement this section. 


History. 
Acts 2004, ch. 550, § 1. 
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56-7-128. [Obsolete.] 


Code Commission Notes. Former § 56-7- able and risk pools, was deleted as obsolete by 
128, concerning medical insurance for uninsur- the code commission in 2016. 


56-7-129. Subrogation of claims for damage caused by explosives. 


Any company holding a certificate of authority pursuant to § 56-2-105 to 
provide property insurance as defined in § 56-2-201, may subrogate a claim for 
damage caused by a blasting operation as defined in § 68-105-102, to the 
person as defined in § 68-105-102 causing the blast. 


History. 
Acts 2006, ch. 735, § 1. 


56-7-130. Sinkhole losses. 


(a) As used in this section, unless the context otherwise requires: 

(1) “ANSI” means the American National Standards Institute; 

(2) “Building stabilization or foundation repairs” means techniques per- 
formed at, to, or attached to the existing foundation of a building with the 
intention to repair, re-level, or stabilize the building or foundation of a 
covered structure; 

(3) “Covered structure” means any structure, including the personal 
property contained in the structure, to the extent covered under the terms of 
the policy; 

(4) “Engineer” means a person meeting the qualifications under title 62, 
chapter 2, part 4 who has at least a bachelor’s degree in engineering, and 
relevant experience and expertise in the identification of sinkhole activity, as 
well as other potential subterranean causes of structural damage; 

(5) “Homeowner property insurance” means an insurance policy that 
includes coverage for a residential dwelling; 

(6) “Land stabilization” means any repair technique intended to replace, 
rebuild, stabilize, or restore the land including any repair technique de- 
signed to compensate for or prevent land instability; 

(7) “Primary structural member” means a structural element designed to 
support and stabilize the vertical or lateral loads of the overall structure; 

(8) “Primary structural system” means an assemblage of primary struc- 
tural members; 

(9) “Professional geologist” means a person meeting the qualifications of 
title 62, chapter 36, who has at least a bachelor’s degree in geology or a 
related earth science with expertise in the geology of this state, as well as 
having relevant geological experience and expertise identifying sinkhole 
activity, as well as other potential geologic causes of structural damage; 

(10) “Sinkhole” means a subterranean void created by the dissolution of 
limestone or dolostone strata resulting from groundwater erosion causing a 
surface subsidence of soil, sediment, or rock; 

(11) “Sinkhole activity” means settlement or systematic weakening of the 
earth supporting a covered structure, only if the settlement or systematic 
weakening results from contemporaneous movement or raveling of soils, 
sediments, or rock materials into subterranean voids created by the effect of 
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groundwater erosion on a limestone or similar rock formation; 
(12) “Sinkhole loss”: 

(A) Means structural damage to a covered structure caused by the 
sudden collapse of the earth supporting the covered structure as the result 
of sinkhole activity; and 

(B) Does not include: 

(i) Land stabilization or costs associated with land stabilization; or 
(ii) In the absence of structural damages to the covered structure, 
cracking, shrinking, expansion, deterioration, or similar damages; and 
(13)(A) “Structural damage” means foundation displacement or deflection 
caused by a sinkhole after completion of initial construction of the covered 
structure, resulting in: 
(i) Interior floor displacement or deflection: 

(a) In excess of variances acceptable under building standards for 
residential construction approved by ANSI; and 

(b) To the extent that the interior building structure or members 
are unfit for service or represent a safety hazard; 

(ii) Damage to primary structural members or primary structural 
systems that: 

(a) Results in such members or systems failing to meet the strength 
and performance requirements set forth in building standards for 
residential construction approved by ANSI; and 

(b) Renders such structural members or structural systems unfit 
for service or a safety hazard; or 
(iii) Occupancy of the covered structure has been prohibited by a 

governmental agency because of unsafe conditions. 

(B) The reference in this subdivision (13) to building standards ap- 
proved by ANSI shall not require the original construction of a covered 
structure to be in compliance with such standards, but is solely for the 
purpose of defining the extent of damage required in order to be considered 
structural damage. 

(b) Every insurer offering homeowner property insurance in this state shall 
make coverage available for insurable sinkhole losses, including contents of 
personal property contained in the dwelling. The insurer may require an 
inspection of the property before issuance of sinkhole loss coverage. Nothing in 
this section mandates that sinkhole loss coverage be included in any home- 
Owner property insurance policy, but only that insurers offering homeowner 
property insurance make such coverage available for optional purchase on 
request by policyholders. 

(c) Every insurer offering homeowner property insurance in this state shall 
make a proper filing with the department to comply with this section. The 
insurer may make sinkhole loss coverage available in the homeowner policy 
itself, by endorsement, or through other coverage that the insurer may 
arrange, and the insurer may make an additional charge for the coverage. 

(d) Upon receipt of a claim for a sinkhole loss under a policy providing 
sinkhole loss coverage, an insurer must meet the following standards in 
investigating the claim: 

(1) The insurer shall make an inspection of the insured’s premises to 
determine if there has been structural damage to the covered structure 
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resulting from possible sinkhole activity; 

(2) If, upon the investigation pursuant to subdivision (d)(1), the insurer 
determines that there is no sinkhole loss, the insurer may deny the claim; 

(3) If, the insurer concludes that structural damage to a covered structure 
is inconsistent with sinkhole activity, then prior to denying the claim, the 
insurer shall obtain a written certification from an engineer, a professional 
geologist, or other qualified individual stating that: 

(A) An analysis was conducted of sufficient scope to provide an opinion 
within a reasonable professional probability on the cause of the observed 
structural damage; and 

(B) Sinkhole activity did not cause the observed structural damage; and 
(4) If the insurer obtains, pursuant to subdivision (d)(3), written certifi- 

cation that the cause of the structural damage was not sinkhole activity, and 
if the policyholder has submitted the sinkhole claim without good faith 
grounds for submitting the claim, the policyholder shall reimburse the 
insurer for fifty percent (50%) of the cost of the analysis under subdivision 
(d)(3); provided, however, that a policyholder is not required to reimburse an 
insurer more than two thousand five hundred dollars ($2,500) with respect 
to any claim. A policyholder is required to pay reimbursement under this 
subdivision (d)(4), only if the insurer, prior to ordering the analysis pursuant 
to subdivision (d)(3), informs the policyholder of the policyholder’s potential 
liability for reimbursement and gives the policyholder the opportunity to 
withdraw the claim. 

(e)(1) If a covered sinkhole loss is verified by the insurer, the conduct of the 
insurer and policyholder is governed by this subsection (e), subject to the 
terms and conditions of the policy or endorsement. 

(2) The insurer may limit its total claims payment for damages to the 
covered structure to the actual cash value of the sinkhole loss to the covered 
structure, excluding costs associated with building stabilization or founda- 
tion repair, until the policyholder enters into a contract for the performance 
of building stabilization or foundation repairs in accordance with the 
recommendations of the engineer retained or approved by the insurer. 

(3) To be eligible to receive payment for building stabilization or founda- 
tion repairs, or any other loss to the covered structure in excess of the actual 
cash value of the sinkhole loss to the covered structure, the insured must 
repair such damage or loss in accordance with a plan of repair approved by 
the insurer. 

(4) In order to prevent additional damage to the building or structure, the 
policyholder must enter into a contract for the performance of building 
stabilization and foundation repairs within ninety (90) days after the 
insurance company confirms coverage for the sinkhole loss and notifies the 
policyholder of such confirmation. 

(5) After the policyholder enters into the contract for the performance of 
building stabilization and foundation repairs as set forth in this subsection 
(e) and subject to the terms and conditions of the policy, the insurer shall pay 
the amounts necessary to begin and perform such repairs as the work is 
performed and expenses are incurred. The insurer may not require the 
policyholder to advance payment for covered repairs. 
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(6) Without the prior written consent of the insurer, the policyholder may 
not accept anything of value from any person proposing to perform the 
repairs specified in this section as an inducement to contract with such 


person for the repairs. 


(7) The stabilization and all other repairs to the structure and contents 
must be completed within twelve (12) months after entering into the 
contract for repairs described in subdivision (e)(3) unless: 

(A) There is a mutual agreement between the insurer and the policy- 


holder; 
(B) The claim is in litigation; 


(C) The claim is under appraisal or mediation; or 
(D) Repairs are undertaken but cannot be completed within twelve (12) 
months because of reasons beyond the control of the policyholder. 

(8) If the covered structure cannot be repaired or if the cost of repair 
exceeds policy limits, the terms and conditions of the policy or endorsement 
relative to losses in excess of policy limits shall apply. 

(f) This subsection (f) shall not be construed as limiting an insurer’s right to 
cancel, decline to renew, or decline to issue homeowner property insurance; 
provided, however, that an insurer may cancel, decline to renew, or decline to 
issue any homeowner property insurance on a structure that has been the 
subject of a sinkhole loss claim if the structure: 

(1) Has not been repaired in accordance with the plan of repair approved 
by the insurer and within the time constraints set forth in subdivision (e)(7); 


or 


(2) Is subject to the risk of future sinkhole damage because of unstable 


land. 
(g) Nothing in this section: 


(1) Requires an insurer to pay more than one (1) policy limit for one (1) 
policy loss due to a covered sinkhole loss; 

(2) Prohibits an insurer from inspecting property or engaging in other 
underwriting practices in connection with making available coverage for 


sinkhole losses; 


(3) Prohibits an insurer from offering coverage that is broader or more 
extensive than the offer of coverage required by this section; 

(4) Prohibits an insurer from including in a policy or endorsement terms 
and conditions that are not contrary to this section; or 

(5) Limits or creates any rights or obligations except as explicitly stated in 


this section. 


(h) The commissioner may promulgate rules and regulations for the purpose 


of implementing this section. 


History. 
Acts 2006, ch. 805, § 1; 2014, ch. 537, § 1; 
2015, ch. 162, §§ 1-3. 


Compiler’s Notes. 

Acts 2006, ch. 805, § 2 provided that the 
enactment shall take effect for policies issued 
or renewed on or after January 7, 2007. 

For the Preamble to the act concerning cov- 


erage of sinkhole losses and subsequent struc- 
tural repair, please refer to Acts 2014, ch. 537. 

Acts 2015, ch. 162, § 4 provided that the act, 
which amended this section, shall apply to 
insurance policies issued on or after July 1, 
2015. 


Law Reviews. 
Sunk: What Protection Does The Sinkhole 
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Statute Offer Your Clients? 49 Tenn. B.J. 12 
(2013). 


NOTES TO DECISIONS 


1. Availability. General Assembly only intended to require that 

Former version of T.C.A. § 56-7-130 did not insurers make sinkhole coverage obtainable by 
require the insurer to notify the insureds that their customers upon request. Patterson v. 
they could purchase sinkhole coverage, but Shelter Mut. Ins. Co., — S.W.3d —, 2015 Tenn. 
rather, by using the words “make available” the App. LEXIS 734 (Tenn. Ct. App. Sept. 11, 2015). 


56-7-131. Advanced payments — Prior to trial. 


(a) In any action in which a person has made any payments to or on behalf 
of any claimant prior to trial, the payments shall not be construed as an 
admission of liability by the person in any action brought to recover for 
personal injuries or for damage to property. 

(b) In the event, however, that the action results in a verdict in favor of the 
claimant, the defendant shall be allowed to introduce evidence of the payments 
and the court shall then reduce the amount awarded to the plaintiff by the 
amount of payments made prior to the date of judgment. 

(c) No such payments made by any insurance company shall be construed to 
be in lieu of or in addition to any limits of liability of the insurance company 
under any policy of insurance, but the sums paid in advance shall be deemed 
to have been made pursuant to the limits of the policy and shall be credited to 
the insurer’s obligation to the insured arising from the policy and shall be 
deducted from the insurer’s obligation. 

(d) The making of any advance payments shall not interrupt the running of 
the statute of limitations on any claim. 


History. 
Acts 2008, ch. 1079, § 14. 


56-7-132. Successor coverage health claims. 


(a) As used in this section only, the following terms have the meaning as 
indicated: 

(1) “Original health insurer” means a health insurance entity as defined 
in § 56-7-109 that has verified eligibility for the date of service, or has 
communicated to a health care provider prior authorization or precertifica- 
tion for a service to be provided, to a person believed by the original health 
insurer to be covered under the group health care policy as of the date that 
eligibility was verified or prior authorization or precertification is issued, but 
that no longer covers the insured individual at the time the service is 
performed; 

(2) “Successor coverage health claim” means a claim for benefits or 
reimbursement under a group health care policy when the health care 
services performed were based upon verification of eligibility or were 
authorized by an original health insurer, but the original health insurer 
coverage has been replaced by a successor health insurer on or before the 
date that the services are provided to the covered person; and | 

(3) “Successor health insurer” means a health insurance entity as defined 
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by § 56-7-109 that provided group health coverage for the person at the time 

the original health insurer verified eligibility or approved prior authoriza- 

tion or precertification for the person or at the time the service was actually 
performed. 

(b) In the case of a successor coverage health claim, and notwithstanding 
the provisions of a successor health insurer group health care policy, a 
successor health insurer shall not: 

(1) Deny a claim because of failure to submit the claim timely; provided, 
that the claim was submitted within one hundred eighty (180) days of the 
date the claim was denied by the original health insurer; or 

(2) Deny the claim because of the covered person’s failure to obtain prior 
authorization or precertification, if the successor insurer would have granted 
prior authorization or precertification for the service had it been asked to do 
so prior to the health care service being rendered to the covered person. 
(c) Except as may result from the application of subsection (b), nothing in 

this section shall require a successor health insurer to pay any claim or make 
reimbursement for any services not covered under the terms of its group health 
care policy. 

(d) This section shall not apply to TennCare or any successor program 
provided for in title 71, chapter 5, or CoverKids or any successor program 
provided for in title 71, chapter 3, part 11. 

(e) Nothing in this section shall create any obligation by an original health 
insurer to a successor health insurer to provide proof of eligibility inquiry by a 
health care provider. 


History. 
Acts 2009, ch. 462, § 5. 


56-7-133. Provision in policy of group accident and health insurance 
requiring notification when person covered under group 
policy ceases to be covered. 


A policy of group accident and health insurance as defined in § 56-26-201 
that is issued to an employer shall contain a provision requiring the employer 
to notify the insurer when any person covered under the group policy ceases to 
be eligible for coverage. The employer shall notify the health insurer of a 
covered person’s loss of eligibility within the time set forth in the contract, but 
in no event shall the notification occur more than sixty (60) days after the 
employer learns of a covered person’s loss of eligibility. 


History. 
Acts 2009, ch. 462, § 6. 


56-7-134. Medical records release authorization. 


(a) In connection with a claim for death benefits payable under a life 
insurance policy or an annuity contract, the following persons are authorized 
to execute a medical records release authorization that may be required by the 
insurance company that issued the life insurance policy or annuity contract: 

(1) The personal representative of the decedent’s estate, if any; 
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(2) A beneficiary of the death benefits named in the policy or contract; or 
(3) A person who has filed an affidavit pursuant to § 30-4-103 in connec- 
tion with the decedent’s estate. 

(b) Unless prohibited by federal law, a health care provider licensed under 
title 33, title 63 or title 68 shall honor a medical records release authorization 
executed in accordance with this section. 

(c) Nothing in this section shall be construed as affecting the ability of a 
health care provider to charge for copies of medical records in accordance with 
any applicable law. 


History. 
Acts 2012, ch. 886, § 9. 


56-7-135. Rebuttable presumption. 


(a) The signature of an applicant for or party to an insurance contract on an 
application, amendment, or other document stating the type, amount, or terms 
and conditions of coverage, shall create a rebuttable presumption that the 
statements provided by the person bind all insureds under the contract and 
that the person signing such document has read, understands, and accepts the 
contents of such document. 

(b) The payment of premium for an insurance contract, or amendment 
thereto, by an insured shall create a rebuttable presumption that the coverage 
provided has been accepted by all insureds under the contract. 


History. Tennessee Consumer Protection Act (James M. 
Acts 2012, ch. 913, § 1. Davis), 49 Tenn. B.J. 12 (2013). 


Law Reviews. 
Less Protection: Revisions Narrow Scope of 


PART 2 
GENERAL PROVISIONS — LIFE INSURANCE 


56-7-201. Life insurance payable to surviving spouse and children — 
Effect of proceeds being payable to estate. 


On the death of an insured, any life insurance acquired by the insured or the 
insured’s spouse and payable to the intestate insured’s estate benefits the 
surviving spouse and children and the proceeds shall be divided between them 
according to the statutes of distribution without being in any manner subject 
to the debts of the decedent. If the proceeds of the insurance are payable to the 
estate of a testate decedent or the trustee of a revocable trust of which the 
decedent was a settlor, the proceeds shall pass as part of the estate or trust and 
under the dispositive provisions of the will or trust agreement, as ordinary 
cash, whether or not the will or trust agreement uses any apt or express words 
referring to the insurance proceeds, but the proceeds shall not be subject to the 
debts of the decedent unless specifically charged with the debts in the will or 
trust agreement. 


419 POLICIES AND POLICYHOLDERS 


History. 

Code 1858, § 2478 (deriv. Acts 1845-1846, ch. 
216, § 3); Shan., § 4231; Code 1932, § 8456; 
Acts 1969, ch. 233, § 1; 1972, ch. 845, § 1; 
1976, ch. 668, § 1; T.C.A. (orig. ed.), § 56-1108; 
Acts 2007, ch. 8, § 13. 


Cross-References. 

Benefit payments and other relief provided 
by fraternal benefit society exempt from debts, 
§ 56-25-403. 


Section to Section References. 
This section is referred to in § 26-2-110. 


56-7-201 


Textbooks. 

Pritchard on Wills and Administration of 
Estates (4th ed., Phillips and Robinson), 
§§ 151, 592, 611, 636, 986. 

Tennessee Jurisprudence, 12 Tenn. Juris., 
Executors and Administrators, § 32; 15 Tenn. 


Juris., Insurance, §§ 30, 73; 25 Tenn. Juris., 
Wills, § 128. 


Law Reviews. 

Davis v. Davis: The End of Interspousal Tort 
Immunity Tips the Scales on the Last Intrafa- 
milial Immunity Stronghold, 14 Mem. St. U.L. 
Rev. 270 (1984). 


NOTES TO DECISIONS 


Analysis 


. Statutory Purpose. 

. Liberal Construction. 

. Exemption from Debts of Husband. 

—Presumptions. 

—Creation of Exemption. 

—Division of Proceeds. 

. —Unmarried Men. 

. —Policy Taken Prior to Marriage. 

. —Accidental Death Benefit. 

10. —Certificates of Benefit Societies. 

11. —Disability Benefits. 

12. —Cash Surrender Benefits. 

13. —Amount of Insurance Immaterial. 

14. —Insolvency of Insured Is Immaterial. 

15. —Duty of Personal Representative. 

16. — —Debts and Costs of Administration. 

17. —Effect of Bankruptcy. 

18. —Effect of Insolvency. 

19. —Application of Foreign Law. 

20. Beneficiaries. 

21. —General Principles. 

22. —Proceeds Payable to Personal Represen- 
tatives. 

23. —Proceeds Payable in Trust. 

24. —Proceeds Payable to Legal Heirs. 

25. —Wife as Sole Beneficiary. 

26. — —Wife Predeceasing Husband. 

27. —Wife and Children — Vested Interest. 

28. —Policy Payable to Survivors. 

29. —Son-in-Law. 

30. —Niece. 

31. —Surety of Insured. 

32. —Change of Beneficiary. 

33. —Rights of Beneficiaries as Against Credi- 
tors. 

34. —Debts of Beneficiary. 

35. —Debts Due Insurance Company. 

36. Disposition of Insurance by Will. 

37. —Power to Will Proceeds. 

38. —Wording of Will. 

39. —Subjection of Proceeds to Debts if Neces- 
sary. 

40. —Discretion of Executor in Applying Pro- 
ceeds. 

41. —Status of After-Born Child. 


WONIKHMA woe 


42. —Effect on Right to Dissent. 

43. —Conflict of Laws. 

44. Assignments. 

45. —Interests Not Divested by Assignment. 

46. —Vested Rights of Assignee. 

47. —Oral Assignment. 

48. —Assignment of Husband’s Interest. 

49. —Assignment to One Without Insurable 
Interest. 

50. —Void Assignments. 

51. —Assignment to Secure Debts. 

52. Effect of Disposition by Will or Assignment. 

53. Testamentary Disposition Absent. 

54. Benefits Not Marital Property. 


1. Statutory Purpose. 

The primary purpose of this statute was to 
exempt the husband’s life insurance from the 
claims of creditors and to preserve the same for 
the widow and children or next of kin, and this 
purpose is expressed in conclusive language. 
The secondary purpose was to provide for the 
disposition of this fund among those named in 
the statute; but the provision for the subordi- 
nate object will not restrict the scope of the 
statute in its main intent. Harvey v. Harrison, 
89 Tenn. 470, 14 S.W. 1083, 1890 Tenn. LEXIS 
73 (1891). 

The purpose of this section was to exempt the 
proceeds of insurance policies upon the life of a 
husband from the claims of creditors and pre- 
serve same for the widow and children, and 
such provisions do not clothe the widow and 
children with any vested interest in the pro- 
ceeds of the policies. Butler v. Fowler, 28 Tenn. 
App. 217, 188 S.W.2d 612, 1944 Tenn. App. 
LEXIS 75 (Tenn. Ct. App. 1944). 

This act does not limit the right of the hus- 
band to control policies of insurance on his life 
where the policies are payable to his estate, 
hence such insurance is the property of the 
husband and subject to disposition by him 
during his life or by will. American Trust & 
Banking Co. v. Twinam, 187 Tenn. 570, 216 
S.W.2d 314, 1948 Tenn. LEXIS 468 (1948), 
superseded by statute as stated in, Phipps v. 
Watts, 781 S.W.2d 863, 1989 Tenn. App. LEXIS 
630 (Tenn. Ct. App. 1989). 
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The operation of this statute prevents the 
insurance proceeds from policies effected by the 
husband on his life from passing as part of his 
estate into the hands of his personal represen- 
tative and makes them payable to the widow 
and children in the manner stated, and where 
the personal representative receives such pro- 
ceeds he holds them merely as trustee for the 
widow and children. American Natl Bank & 
Trust Co. v. MacFarland, 209 Tenn. 263, 352 
S.W.2d 441, 1961 Tenn. LEXIS 375 (1961). 

This statute is not a rule of construction but 
is a mandate from the legislature directing 
payment of insurance proceeds and a rule of 
devolution of intangible personal property of 
the character mentioned. Frazier v. Frazier, 
221 Tenn. 705, 430 S.W.2d 655, 1968 Tenn. 
LEXIS 497, 1968 Tenn. LEXIS 498 (1968). 

This statute does not limit the authority of 
the husband to control devolution of the pro- 
ceeds of policies of insurance upon his life since 
during his life the policies are his property and 
subject to his disposition. Frazier v. Frazier, 
221 Tenn. 705, 430 S.W.2d 655, 1968 Tenn. 
LEXIS 497, 1968 Tenn. LEXIS 498 (1968). 

The primary purpose of this statute was to 
enable a man to provide a fund exempt from his 
creditor’s claims for benefit of his wife and 
children after his death. Wolfe v. Mid-Continent 
Corp., 222 Tenn. 348, 485 S.W.2d 836, 1968 
Tenn. LEXIS 436 (1968). 

Sections 56-7-202, 56-7-203 and this section 
do not provide any exemption for life insurance 
in the hands of a debtor against his or her own 
creditors. McLemore v. Huffines, 57 B.R. 740, 
1985 U.S. Dist. LEXIS 23148, 1985 Bankr. 
LEXIS 6847 (M.D. Tenn. 1985). 

The primary goal of T.C.A. § 56-7-201 is to 
favor the close family members of a deceased 
debtor at the expense of creditors where a life 
insurance policy is at stake, by lending a finan- 
cial hand to the surviving members of the 
family in the tragic situation where a parent 
files for bankruptcy and then dies. In re Thur- 
man, 127 B.R. 401, 1991 U.S. Dist. LEXIS 6557 
(M.D. Tenn. 1991). 


2. Liberal Construction. 

The statute will be liberally construed so as 
to advance the remedy the legislature intended 
to afford. Harvey v. Harrison, 89 Tenn. 470, 14 
S.W. 1083, 1890 Tenn. LEXIS 73 (1891); Rose v. 
Wortham, 95 Tenn. 505, 32 S.W. 458, 1895 
Tenn. LEXIS 123, 30 L.R.A. 609 (1895); Daw- 
son v. National Life Ins. Co., 156 Tenn. 306, 300 
S.W. 567, 1927 Tenn. LEXIS 119 (1927); Spark- 
man-Thompson, Inc. v. Chandler, 162 Tenn. 
614, 39 S.W.2d 741, 19381 Tenn. LEXIS 76 
(1931), superseded by statute as stated in, 
Phipps v. Watts, 781 S.W.2d 863, 1989 Tenn. 
App. LEXIS 630 (Tenn. Ct. App. 1989); Ameri- 
can Trust & Banking Co. v. Lessly, 171 Tenn. 
561, 106 S.W.2d 551, 1937 Tenn. LEXIS 137, 
111 A.L.R. 59 (1937). 
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3. Exemption from Debts of Husband. 

Where although estate was insolvent there 
were sufficient funds in estate for payment of 
federal and state inheritance taxes and will 
provided that such taxes were to be considered 
debt against estate and not a charge against 
any beneficiary proceeds of deceased husband’s 
life insurance would not be subjected to pro 
rata allocation for such taxes as between the 
beneficiary children. Wolfe v. Mid-Continent 
Corp., 222 Tenn. 348, 435 S.W.2d 836, 1968 
Tenn. LEXIS 436 (1968). 


4, —Presumptions. 

While it is wholly within the power of the 
husband to prevent the application of this stat- 
ute, such intention will not be presumed, but 
must appear from unmistakable terms; and the 
testator is presumed to have known the effect of 
the statutory provisions, and, in the absence of 
his expressed intent to the contrary, the statute 
is effective. Chrisman v. Chrisman, 141 Tenn. 
424, 210 S.W. 783, 1918 Tenn. LEXIS 105 
(1918). 


5. —Creation of Exemption. 

Where insured did not specifically set aside 
the proceeds of life insurance policies for the 
payment of his debts, the proceeds of such 
policies were exempt from debts and it was 
immaterial that insured failed to maintain 
proper records for a hospital of which he was in 
charge and that he might have been chargeable 
with funds which he owed the hospital. John 
Bouchard & Sons Co. v. Nashville Protestant 
Hospital, 177 Tenn. 151, 146 S.W.2d 956, 1940 
Tenn. LEXIS 21 (1941). 

Section 56-7-203 and T.C.A. § 56-7-201 can 
be read together to provide a family with the 
means to exempt all life insurance policies from 
creditors, even while the policyholder is alive. 
In re Thurman, 127 B.R. 401, 1991 U.S. Dist. 
LEXIS 6557 (M.D. Tenn. 1991). 


6. —Division of Proceeds. 

Proceeds of life insurance policy on life of 
deceased were divisible one third to second wife 
and two thirds to two sets of grandchildren of 
deceased who took the interest of their de- 
ceased parents. Commerce Union Bank v. Wal- 
ters, 187 Tenn. 630, 216 S.W.2d 338, 1948 Tenn. 
LEXIS 477 (1948). 


7. —Unmarried Men. 

The insurance money derived from a policy 
procured by an unmarried man upon his own 
life, and made payable to himself, “his execu- 
tors, administrators, or assigns,” is not exempt 
to his father or other next of kin, but goes in the 
usual course of administration. Wright v. 
Wright, 100 Tenn. 313, 45 S.W. 672, 1897 Tenn. 
LEXIS 119 (1898). 


8. —Policy Taken Prior to Marriage. 
A policy taken by a man on his own life, 
before his marriage, will inure to the benefit of 
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his widow and children under his subsequent 
marriage, in the same manner as if taken out 
after the marriage. Rose v. Wortham, 95 Tenn. 
505, 32 S.W. 458, 1895 Tenn. LEXIS 123, 30 
L.R.A. 609 (1895); Wright v. Wright, 100 Tenn. 
313, 45 S.W. 672, 1897 Tenn. LEXIS 119 (1898); 
Nashville Trust Co. v. First Nat’ Bank, 123 
Tenn. 617, 134 S.W. 311, 1910 Tenn. LEXIS 30 
(1911). 


9. —Accidental Death Benefit. 

The proceeds of an insurance policy insuring 
the husband against accidental death inure to 
the benefit of his widow and children under the 
provisions of this section. American Trust & 
Banking Co. v. Lessly, 171 Tenn. 561, 106 
S.W.2d 551, 1937 Tenn. LEXIS 137, 111 A.L.R. 
59 (1937). 

The term “life insurance” as used in this 
section includes accident insurance and the 
proceeds of such a policy inure to the benefit of 
the widow and children. Newark Ins. Co. v. 
Seyfert, 54 Tenn. App. 459, 392 S.W.2d 336, 
1964 Tenn. App. LEXIS 162 (Tenn. Ct. App. 
1964). 


10. —Certificates of Benefit Societies. 

Where, upon the death of a beneficiary wife 
before her husband, under the bylaws of the 
benefit society, his second wife was entitled to 
the proceeds of a benefit certificate, the fund 
was not impressed with any trust for the sup- 
port of the member’s children by a first mar- 
riage. Peacock v. Joyce, 142 Tenn. 335, 219 S.W. 
350, 1919 Tenn. LEXIS 62 (1919). 

The provision that insurance on the life of the 
husband shall inure to the benefit of his widow 
and children, or next of kin, does not apply to a 
certificate issued by a benefit society. Peacock v. 
Joyce, 142 Tenn. 335, 219 S.W. 350, 1919 Tenn. 
LEXIS 62 (1919). 

Where a deceased mother was named as 
beneficiary of a benefit certificate, insured’s 
widow is entitled to proceeds as against the 
mother’s next of kin, where neither the benefi- 
ciary nor widow had exclusive right to pro- 
ceeds, and insurer made payment under policy 
provision to widow. Cotton v. Cotton, 166 Tenn. 
420, 61 S.W.2d 655, 1932 Tenn. LEXIS 150, 88 
A.L.R. 622 (1933). 


11. —Disability Benefits. 

Obligations of insurer to pay benefits in case 
of total and permanent disability is not exempt 
from claims of creditors under this and next 
succeeding sections. There is no intention to 
exempt that which is not life insurance. In re 
Legg, 76 F.2d 841, 1935 U.S. App. LEXIS 2700 
(6th Cir. Tenn. 1935), affd, Legg v. St. John, 296 
U.S. 489, 56 S. Ct. 336, 80 L. Ed. 345, 19386 U.S. 
LEXIS 1024 (1936), affd sub nom. Legg v. St. 
John, 296 U.S. 489, 56S. Ct. 336, 80 L. Ed. 345, 
1936 U.S. LEXIS 1024 (1936). 


12. —Cash Surrender Benefits. 
These statutes are applicable even before 
death of insured, so as to exempt cash surren- 
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der value of policies. In re Stansell, 8 F.2d 363, 
1925 U.S. Dist. LEXIS 1624 (D. Tenn. 1925). 
Whether a Tennessee debtor may exempt the 
cash surrender value of a life insurance policy 
is controlled by § 56-7-203, rather than T.C.A. 
§ 56-7-201. In re Thurman, 120 B.R. 99, 1990 
Bankr. LEXIS 2265 (Bankr. M.D. Tenn. 1990). 


13. —Amount of Insurance Immaterial. 

The exemption of life insurance created by 
the statute is valid without regard to the 
amount of the insurance. Harvey v. Harrison, 
89 Tenn. 470, 14 S.W. 1083, 1890 Tenn. LEXIS 
73 (1891). 


14. —Insolvency of Insured Is Immaterial. 
The exemption is valid against creditors ex- 
isting at the inception of the insurance, al- 
though the insured was then and continued to 
be insolvent, devoting his entire estate to the 
payment of premiums. The exemption is uncon- 
ditional. Harvey v. Harrison, 89 Tenn. 470, 14 
S.W. 1083, 1890 Tenn. LEXIS 73 (1891); Rose v. 
Wortham, 95 Tenn. 505, 32 S.W. 458, 1895 
Tenn. LEXIS 123, 30 L.R.A. 609 (1895); Cooper 
v. Wright, 110 Tenn. 214, 75 S.W. 1049, 1903 
Tenn. LEXIS 50 (1903); Nashville Trust Co. v. 
First Natl] Bank, 123 Tenn. 617, 134 S.W. 311, 
1910 Tenn. LEXIS 30 (1911); Third Nat'l] Bank 
v. Hall, 30 Tenn. App. 586, 209 S.W.2d 46, 1947 
Tenn. App. LEXIS 112 (Tenn. Ct. App. 1947). 


15. —Duty of Personal Representative. 

Notwithstanding the exemption, the per- 
sonal representative is charged with the duty of 
collecting proceeds. He and his sureties are 
liable for its proper accounting, but this fact 
does not in any way make the proceeds assets of 
the estate for the payment of debts, and the 
same will go to the widow and children or next 
of kin free from the debts, whether the estate be 
solvent or insolvent. State v. Anderson, 84 
Tenn. 321, 1886 Tenn. LEXIS 105 (1886); Rose 
v. Wortham, 95 Tenn. 505, 32 S.W. 458, 1895 
Tenn. LEXIS 123, 30 L.R.A. 609 (1895); Rowlett 
v. Rowlett, 116 Tenn. 458, 95 S.W. 821, 1906 
Tenn. LEXIS 9 (1906); Nashville Trust Co. v. 
First Nat’] Bank, 123 Tenn. 617, 134 S.W. 311, 
1910 Tenn. LEXIS 30 (1911); Waldrum v. Wal- 
drum, 14 Tenn. App. 342, 1931 Tenn. App. 
LEXIS 45 (Tenn. App. Dec. 12, 1931). 


16. ——Debts and Costs of Administra- 
tion. 

An insurance fund, resulting from a life 
policy, which, under the provisions of this sec- 
tion, passes to the widow and children of the 
insured, is not chargeable as assets of the 
estate for the payment of debts and costs of 
administration. Stokes v. Stokes, 19 Tenn. App. 
504, 90 S.W.2d 543, 1935 Tenn. App. LEXIS 61 
(Tenn. Ct. App. 1935). 

Where under ruling of supreme court life 
insurance proceeds never became a part of the 
estate neither executrix nor her solicitor were 
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entitled to any portion of proceeds and neither 
had any interest, lien or claim on proceeds even 
though insured had unquestioned right of tes- 
tamentary disposition if he had chosen to exer- 
cise it. Frazier v. Frazier, 63 Tenn. App. 1, 468 
S.W.2d 322, 1970 Tenn. App. LEXIS 311 (Tenn. 
Ct. App. 1970). 


17. —Effect of Bankruptcy. 

Life insurance policies payable to husband 
and husband’s estate were not exempt in bank- 
ruptcy proceeding since policies were property 
of the husband until date of his death. In re 
Moore, 173 F. 679, 1909 U.S. Dist. LEXIS 148 
(D. Tenn. May 15, 1909). 

Under the federal bankruptcy law, life insur- 
ance policies, exempt from debt by the laws of 
the state, do not pass to the trustee in bank- 
ruptcy. Elledge v. Sumpter, 140 Tenn. 11, 203 
S.W. 346, 1917 Tenn. LEXIS 141 (1918); In re 
Stansell, 8 F.2d 363, 1925 U.S. Dist. LEXIS 
1624 (D. Tenn. 1925); Dawson v. National Life 
Ins. Co., 156 Tenn. 306, 300 S.W. 567, 1927 
Tenn. LEXIS 119 (1927). 

A conversion by a trustee in bankruptcy 
renders him personally liable. Dawson v. Na- 
tional Life Ins. Co., 156 Tenn. 306, 300 S.W. 
567, 1927 Tenn. LEXIS 119 (1927). 

Disability benefits payable under supplemen- 
tal contract attached to life insurance policy 
were not exempt from claims of creditors in 
bankruptcy of insured, since not payable after 
death of insured, hence were not life insurance 
proceeds. In re Legg, 76 F.2d 841, 1935 US. 
App. LEXIS 2700 (6th Cir. Tenn. 1935), affd, 
Legg v. St. John, 296 U.S. 489, 56 S. Ct. 336, 80 
L. Ed. 345, 1936 U.S. LEXIS 1024 (1936), affd 
sub nom. Legg v. St. John, 296 U.S. 489, 56 S. 
Ct. 336, 80 L. Ed. 345, 1936 U.S. LEXIS 1024 
(1936). 


18. —Effect of Insolvency. 

Fact of insolvency of estate cannot be looked 
to to subject proceeds of husband’s life insur- 
ance to claims of creditors. Wolfe v. Mid-Conti- 
nent Corp., 222 Tenn. 348, 435 S.W.2d 836, 
1968 Tenn. LEXIS 436 (1968). 


19. —Application of Foreign Law. 

Where one domiciled in New Jersey dies 
intestate there, under the laws of which state 
the proceeds of life policy are not exempt from 
decedent’s creditors, and where Tennessee ad- 
ministrator collects such proceeds, they stand 
as assets for creditors, resident and nonresi- 
dent, who are able to show they hold legal 
obligations of the estate under the laws of New 
Jersey, and have status for affirmative relief 
without violation of our public policy. Hyder v. 
Hyder, 16 Tenn. App. 64, 66 S.W.2d 235, 1932 
Tenn. App. LEXIS 39 (Tenn. Ct. App. 1932). 


20. Beneficiaries. 


21. —General Principles. 
A beneficiary's recovery is not contrary to 
public policy where insured was legally ex- 
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ecuted by the state for murder. Fields v. Metro- 
politan Life Ins. Co., 147 Tenn. 464, 249 S.W. 
798, 1922 Tenn. LEXIS 59, 36 A.L.R. 1250 
(1923). 

Since death benefits inured to benefit of 
statutory beneficiaries under this section and 
§ 56-3-101, widow was not precluded by Dead 
Man’s Statute (§ 24-1-203) from testifying as to 
declarations of husband in suit to recover on 
policy even though she was executrix of estate. 
Newark Ins. Co. v. Seyfert, 54 Tenn. App. 459, 
392 S.W.2d 336, 1964 Tenn. App. LEXIS 162 
(Tenn. Ct. App. 1964). 

The proceeds of an insurance policy do not 
pass by will so as to defeat the rights of the 
named beneficiary. Cook v. Cook, 521 S.W.2d 
808, 1975 Tenn. LEXIS 699 (Tenn. 1975). 

The word “children” in this section is broad 
enough to encompass all of the offspring of the 
insured, whether legitimate or illegitimate and 
since a child born out of wedlock may inherit 
from and through his father where paternity is 
established by clear and convincing proof, in- 
sured’s illegitimate children were allowed to 
recover the proceeds of a life insurance policy 
wherein no individual was designated as ben- 
eficiary. Robinson v. Tabb, 568 S.W.2d 835, 1978 
Tenn. LEXIS 615 (Tenn. 1978). 


22. —Proceeds Payable to Personal Rep- 
resentatives. 

Where beneficiary of life insurance policy 
was changed from insured’s estranged wife to 
his brother, brother did not take proceeds in his 
capacity as executor of holographic will in ab- 
sence of a showing that he was named benefi- 
ciary in his official capacity as executor and this 
section was not controlling. Cook v. Cook, 521 
S.W.2d 808, 1975 Tenn. LEXIS 699 (Tenn. 
1975). 


23. —Proceeds Payable in Trust. 

Where insurance policies were not payable to 
the insured’s estate, but were payable to the 
executor of his estate and, pursuant to the 
insured’s will, were paid over by the executor to 
itself as trustee, to hold in trust for the benefit 
of decedent’s wife and daughter during their 
lives, the proceeds of the insurance policies 
could not be reached by creditors of the insured 
and were exempt to the extent of $40,000 from 
the estate tax imposed by the federal Revenue 
Act of 1926. Proutt’s Estate v. Commissioner, 
125 F.2d 591, 1942 U.S. App. LEXIS 4432 (6th 
Cir. 1942). 


24. —Proceeds Payable to Legal Heirs. 

A policy payable to the legal heirs of assured 
vests in his widow, children and next of kin, 
rights of which they cannot be deprived without 
their consent. Gosling v. Caldwell, 69 Tenn. 
454, 1878 Tenn. LEXIS 116, 27 Am. Rep. 774 
(1878); D’Arcy v. Connecticut Mut. Life Ins. Co., 
108 Tenn. 567, 69 S.W. 768, 1902 Tenn. LEXIS 
2 (1902). 
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25. —Wife as Sole Beneficiary. 

The insurance effected upon the husband’s 
life may be for the benefit of the wife alone, to 
the exclusion of the children and creditors of 
the insured, whether the premiums were paid 
out of her separate estate or by her husband. 
Harrington v. Traders’ Bank, 3 Shan. 94 (1879); 
Harvey v. Harrison, 89 Tenn. 470, 14S.W. 1083, 
1890 Tenn. LEXIS 73 (1891). 


26. — —Wife Predeceasing Husband. 

The husband’s policy on his own life, made 
payable to his wife, does not vest her with such 
a transmissible interest as to deprive her hus- 
band of it upon her death before his death. 
Handwerker v. Diermeyer, 96 Tenn. 619, 36 
S.W. 869, 1896 Tenn. LEXIS 16 (1896); Box v. 
Lanier, 112 Tenn. 393, 79 S.W. 1042, 1903 Tenn. 
LEXIS 113, 64 L.R.A. 458 (1904). 


27. —Wife and Children — Vested Inter- 
est. 

Where a husband and father effects insur- 
ance payable to his “wife,” “wife and children,” 
“widow and children,” or “widow and heirs,” 
such designated payees acquire a vested inter- 
est of which the insured cannot afterwards 
deprive them by will or assignment. Pratt v. 
Globe Mut. Life Ins. Co., 3 Shan. 174, 17 S.W. 
352, 1875 Tenn. LEXIS 172 (1875); Gosling v. 
Caldwell, 69 Tenn. 454, 1878 Tenn. LEXIS 116, 
27 Am. Rep. 774 (1878); Scobey v. Waters, 78 
Tenn. 551, 1882 Tenn. LEXIS 223 (1882); 
D’Arcy v. Connecticut Mut. Life Ins. Co., 108 
Tenn. 567, 69 S.W. 768, 1902 Tenn. LEXIS 2 
(1902); Nashville Trust Co. v. First Nat’l Bank, 
123 Tenn. 617, 134 S.W. 311, 1910 Tenn. LEXIS 
30 (1911). 


28. —Policy Payable to Survivors. 

A policy of life insurance taken out by three 
persons and payable to the survivor or survi- 
vors of any of the insured is payable to trustees 
in bankruptcy of survivors and not to the widow 
of a deceased insured. International Life Ins. 
Co. v. Carroll, 26 F.2d 369, 1928 U.S. Dist. 
LEXIS 1202 (D. Tenn. 1928), 


29. —Son-in-Law. 

A son-in-law is not entitled to the benefit of a 
policy taken out by his wife’s mother on her life, 
the relationship by affinity having terminated 
on the death of his own wife. Allen v. Cunning- 
ham, 143 Tenn. 11, 223 S.W. 450, 1919 Tenn. 
LEXIS 22 (1919). 


30. —Niece. 

While a niece has no insurable interest in life 
of her uncle, the statutes against wagering 
contracts do not apply to a contract of insurance 
in her favor so as to permit a recovery of 
proceeds paid to her by the widow and children 
of the uncle, it appearing that she procured the 
policy and paid the premiums. Bloomstein v. 
Bloomstein, 1 Tenn. Ch. App. 187 (1901). 
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31. —Surety of Insured. 

A surety who became such on consideration 
that insured principal had a policy cannot pre- 
vail over statutory beneficiaries. Rose  v. 
Wortham, 95 Tenn. 505, 32 S.W. 458, 1895 
Tenn. LEXIS 123, 30 L.R.A. 609 (1895). 


32. —Change of Beneficiary. 

A husband and father who has obtained a 
policy naming his wife as beneficiary may 
change the beneficiary and designate a creditor 
to the exclusion of his wife and children, when 
the policy gives that right. Lunsford v. Nash- 
ville Sav. & Loan Corp., 162 Tenn. 179, 35 
S.W.2d 395, 1930 Tenn. LEXIS 76 (1931). 


33. —Rights of Beneficiaries as Against 
Creditors. 

Creditors of deceased insured could not re- 
cover proceeds of policy from beneficiaries out- 
side of class protected by statute where in- 
sured’s check for initial premium was never 
cashed though paid by beneficiary voluntarily 
to agent after insured’s death. Roberts v. Win- 
ton, 100 Tenn. 484, 45 S.W. 673, 1897 Tenn. 
LEXIS 139, 41 L.R.A. 275 (1898). 

Under this section the rights of beneficiaries 
of insurance policies are preferred over the 
rights of creditors and while the insured has a 
right to dispose of the proceeds of his insurance 
policies as he sees fit it must be done by apt and 
conclusive language. Third Nat Bank v. Hall, 
30 Tenn. App. 586, 209 S.W.2d 46, 1947 Tenn. 
App. LEXIS 112 (Tenn. Ct. App. 1947). 

Creditors have no concern with the details of 
distribution of the life insurance funds among 
the wife and children unless by apt words a 
clear intention is disclosed by the insured to 
subject his life insurance to the payment of 
debts and expenses of the estate. Wolfe v. Mid- 
Continent Corp., 222 Tenn. 348, 435 S.W.2d 
836, 1968 Tenn. LEXIS 436 (1968). 


34. —Debts of Beneficiary. 

Insurance funds received by the widow from 
a policy on her deceased husband’s life are not 
exempt from debts contracted by her. In re Day, 
176 F. 377, 1909 U.S. Dist. LEXIS 39 (D. Tenn. 
1909); Sam Levy & Co. v. Davis, 125 Tenn. 342, 
142 S.W. 1118, 1911 Tenn. LEXIS 31 (1911). 


35. —Debts Due Insurance Company. 

A policy of insurance on the husband’s life, 
payable to his wife, or the equitable value of 
such policy, cannot be set off against a debt due 
from the husband to the insurance company, 
either by him or the company, because the two 
debts are not mutual. Ewing v. Coffman, 80 
Tenn. 79, 1883 Tenn. LEXIS 142 (1883). 


36. Disposition of Insurance by Will. 
Disposition at variance with the statute may 
be made by will. Frazier v. Frazier, 221 Tenn. 
705, 430 S.W.2d 655, 1968 Tenn. LEXIS 497, 
1968 Tenn. LEXIS 498 (1968), affd, Frazier v. 
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Frazier, 63 Tenn. App. 1, 468 S.W.2d 322, 1970 
Tenn. App. LEXIS 311 (Tenn. Ct. App. 1970). 

Where will was unambiguous and did not 
mention insurance proceeds, extrinsic evidence 
was not admissible to establish intent of testa- 
tor to have proceeds pass by will rather than in 
accordance with the statute. Frazier v. Frazier, 
221 Tenn. 705, 480 S.W.2d 655, 1968 Tenn. 
LEXIS 497, 1968 Tenn. LEXIS 498 (1968), affd, 
Frazier v. Frazier, 63 Tenn. App. 1, 468 S.W.2d 
322, 1970 Tenn. App. LEXIS 311 (Tenn. Ct. App. 
1970). 

The proceeds of life insurance payable to a 
testate estate are a part of the estate regardless 
of the disposition of the insurance in the will; 
the insurance is still exempt from the claims of 
creditors but is an asset of the estate “as 
ordinary cash,” and, would be part of the estate 
for the purpose of calculating a dissenting wid- 
ow’s elective share. Phipps v. Watts, 781 S.W.2d 
863, 1989 Tenn. App. LEXIS 630 (Tenn. Ct. 
App. 1989). 


37. —Power to Will Proceeds. 

Except where prohibited by statute, the in- 
sured may by will dispose of the proceeds of 
policies payable to himself or his estate. Rison 
v. T. W. Wilkerson & Co., 35 Tenn. 565, 1856 
Tenn. LEXIS 28 (1856); State v. Anderson, 84 
Tenn. 321, 1886 Tenn. LEXIS 105 (1886); 
American Trust Co. v. Sperry, 157 Tenn. 43, 5 
S.W.2d 957, 1927 Tenn. LEXIS 47 (1927); 
Sparkman-Thompson, Inc. v. Chandler, 162 
Tenn. 614, 39 S.W.2d 741, 1931 Tenn. LEXIS 76 
(1931), superseded by statute as stated in, 
Phipps v. Watts, 781 S.W.2d 863, 1989 Tenn. 
App. LEXIS 630 (Tenn. Ct. App. 1989). 

A husband or father may bequeath his insur- 
ance to one, but not all of the class designated 
by statute (widow and children) and retain the 
benefit of exception and exclusion of his insur- 
ance from his estate, and such preference does 
not remove such insurance from the provisions 
of the statute or make it subject to claims of 
dissenting widow or of creditors. In re Estate of 
Bruce, 58 Tenn. App. 435, 430 S.W.2d 884, 1968 
Tenn. App. LEXIS 305 (Tenn. Ct. App. 1968), 
superseded by statute as stated in, Phipps v. 
Watts, 781 S.W.2d 863, 1989 Tenn. App. LEXIS 
630 (Tenn. Ct. App. 1989). 


38. —Wording of Will. 

A will which merely directs the prompt pay- 
ment of all the testator’s debts, and provides 
that, after all his debts are paid, all the rest of 
his property shall go to his wife, but fails, in 
any manner, by apt words or otherwise, to refer 
to any policy of insurance on his life, does not 
subject the proceeds of a policy on his life 
payable to his executors, administrators, or 
assigns to the claims of his creditors, to do 
which, apt words must be used. Cooper v. 
Wright, 110 Tenn. 214, 75 S.W. 1049, 1903 
Tenn. LEXIS 50 (1903); American Trust Co. v. 
Sperry, 157 Tenn. 48, 5 S.W.2d 957, 1927 Tenn. 
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LEXIS 47 (1927); Waldrum v. Waldrum, 14 
Tenn. App. 342, 1931 Tenn. App. LEXIS 45 
(Tenn. App. Dec. 12, 1931); Gamble v. Fulton, 
166 Tenn. 66, 59 S.W.2d 504, 1932 Tenn. LEXIS 
114 (1933); Adams v. Garraway, 179 Tenn. 93, 
162 S.W.2d 1086, 1941 Tenn. LEXIS 98 (1941); 
American Trust & Banking Co. v. Twinam, 187 
Tenn. 570, 216 S.W.2d 314, 1948 Tenn. LEXIS 
468 (1948), superseded by statute as stated in, 
Phipps v. Watts, 781 S.W.2d 863, 1989 Tenn. 
App. LEXIS 630 (Tenn. Ct. App. 1989). 

Provision in will that daughter’s expense of 
education should be paid out of proceeds of 
policy is a specific legacy. American Trust & 
Banking Co. v. Balfour, 1388 Tenn. 385, 198 S.W. 
70, 1917 Tenn. LEXIS 45, L.R.A. (n.s.) 
1918D536 (1917). 

Provisions in a will that executor shall apply 
enough of the proceeds from life insurance to 
finish payment of personal and individual debts 
“except those arising from partnership transac- 
tions” did not clearly divert such proceeds to 
payment of debts shown to be withdrawals in 
the nature of loans or advancements to testator 
from a partnership of which he was a member, 
treated as a personal indebtedness. “Arising 
from partnership transactions” covered what- 
ever accounts that were incident to the partner- 
ship relation. The fund was not subject to 
depletion contingent on the outcome of a part- 
nership accounting after testator’s death. Oth- 
erwise later provisions for testator’s depen- 
dents were idle gestures; nothing would have 
been left for them. Galloway v. Hardison, 166 
Tenn. 135, 60 S.W.2d 155, 1932 Tenn. LEXIS 
123 (1933). 


39. —Subjection of Proceeds to Debts if 
Necessary. 

Where a husband and father provides in his 
will that a certain policy of insurance on his life 
shall be applied to the payment of his debts, if 
his debts require it, the proceeds thereof shall 
be so appropriated, if the necessity therefor 
shall be made to appear, and where the su- 
preme court can see that such necessity will be 
found, the cause will be remanded with this 
point so adjudicated. Smith v. Heirs & Credi- 
tors of Thomas, 82 Tenn. 324, 1884 Tenn. 
LEXIS 130 (1884). 


40. —Discretion of Executor in Applying 
Proceeds. 

The individual creditors of a testator cannot 
enforce the payment of their claims as a charge 
fixed on the proceeds of insurance on life of 
insured, under a provision in his will that he 
wishes his executors to pay from the proceeds of 
such insurance any “personal indebtedness” 
and that the provision as to the payment of his 
individual debts shall be so read as to leave to 
the “discretion” of the executors “which, if any,” 
of the “personal debts” they shall pay from such 
fund. Woods v. Woods, 99 Tenn. 50, 41 S.W. 345, 
1897 Tenn. LEXIS 8 (1897). 
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41. —Status of After-Born Child. 

Where a will discloses an intention to exclude 
all children, then living or afterwards born, and 
provides for the payment of testator’s debts 
with proceeds from life insurance policies pay- 
able to the estate, a child, born about eight 
months before the will was executed and eight 
years before testator’s death, is not entitled toa 
distributive share of the insurance, as a preter- 
mitted child, free from the claims of creditors. 
Fleming v. Phoenix Trust Co., 162 Tenn. 511, 39 
S.W.2d 277, 1930 Tenn. LEXIS 116 (1931). 


42. —Effect on Right to Dissent. 

A widow is not entitled to take against her 
deceased husband’s will on ground that realty 
devised to her was taken to pay her husband’s 
debts where she received proceeds of an insur- 
ance policy on her husband’s life, devised to her, 
which constituted a part of his property, though 
exempt and not assets for the payment of his 
indebtedness. The widow took the proceeds 
under husband’s will to an extent that she 
could not have done but for the will. Gamble v. 
Fulton, 166 Tenn. 66, 59 S.W.2d 504, 1932 
Tenn. LEXIS 114 (1933). 


43. —Conflict of Laws. 

In a contest over the proceeds of a life policy 
in the courts of this state by the creditors of the 
deceased insured against the beneficiaries 
named in the policy, the laws of the state 
wherein deceased insured resided at the date of 
the policy and at his death control, although the 
insurance company issuing the policy and the 
beneficiaries therein named were nonresidents 
of that state, and the beneficiaries were resi- 
dents of this state. Roberts v. Winton, 100 Tenn. 
484, 45 S.W. 673, 1897 Tenn. LEXIS 139, 41 
L.R.A. 275 (1898). 


44, Assignments. 


45. —Interests Not Divested by Assign- 
ment. 

Wife and children, named as beneficiaries in 
policy of husband, have a vested interest of 
which they cannot be deprived by will or as- 
signment. Rison v. T. W. Wilkerson & Co., 35 
Tenn. 565, 1856 Tenn. LEXIS 28 (1856); Pratt v. 
Globe Mut. Life Ins. Co., 3 Shan. 174, 17 S.W. 
352, 1875 Tenn. LEXIS 172 (1875); Gosling v. 
Caldwell, 69 Tenn. 454, 1878 Tenn. LEXIS 116, 
27 Am. Rep. 774 (1878); Tennessee Lodge v. 
Ladd, 73 Tenn. 716, 1880 Tenn. LEXIS 204 
(1880); Scobey v. Waters, 78 Tenn. 551, 1882 
Tenn. LEXIS 223 (1882); Ewing v. Coffman, 80 
Tenn. 79, 1883 Tenn. LEXIS 142 (1883); Can- 
non v. Apperson, 82 Tenn. 553, 1885 Tenn. 
LEXIS 1 (1885); D’Arcy v. Connecticut Mut. 
Life Ins. Co., 108 Tenn. 567, 69 S.W. 768, 1902 
Tenn. LEXIS 2 (1902); Nashville Trust Co. v. 
First Nat] Bank, 123 Tenn. 617, 134 S.W. 311, 
1910 Tenn. LEXIS 30 (1911). 

A policy made payable to the “legal heirs” of 
the assured husband vests in his widow, chil- 
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dren, and next of kin rights of which they 
cannot be divested without their consent; and, 
therefore, he cannot make a valid assignment 
of such policy to a third person, so as to deprive 
his widow, children, and grandchildren of any 
interest they have acquired in the policy. Gos- 
ling v. Caldwell, 69 Tenn. 454, 1878 Tenn. 
LEXIS 116, 27 Am. Rep. 774 (1878); Tennessee 
Lodge v. Ladd, 73 Tenn. 716, 1880 Tenn. LEXIS 
204 (1880); Alexander v. Wallace, 76 Tenn. 569, 
1881 Tenn. LEXIS 47 (1881); Handwerker v. 
Diermeyer, 96 Tenn. 619, 36 S.W. 869, 1896 
Tenn. LEXIS 16 (1896); Waller v. Martin, 106 
Tenn. 341, 61 S.W. 73, 1900 Tenn. LEXIS 165, 
82 Am. St. Rep. 882 (Tenn. 1900); D’Arcy v. 
Connecticut Mut. Life Ins. Co., 108 Tenn. 567, 
69 S.W. 768, 1902 Tenn. LEXIS 2 (1902); Coo- 
per v. Wright, 110 Tenn. 214, 75 S.W. 1049, 1903 
Tenn. LEXIS 50 (1903). 


46. —Vested Rights of Assignee. 

Where an assignable life policy has been 
assigned by a valid executed contract, though it 
be voluntary, the rights of the assignee are 
vested, and cannot be divested without his 
consent. Gosling v. Caldwell, 69 Tenn. 454, 
1878 Tenn. LEXIS 116, 27 Am. Rep. 774 (1878); 
Tennessee Lodge v. Ladd, 73 Tenn. 716, 1880 
Tenn. LEXIS 204 (1880). 


47. —Oral Assignment. 

The oral assignment of a policy is valid. 
Nashville Trust Co. v. First Nat'l Bank, 123 
Tenn. 617, 134 S.W. 311, 1910 Tenn. LEXIS 30 
(1911). 


48. —Assignment of Husband’s Interest. 

The husband may, by parol assignment to his 
wife of a policy payable to her if she survive 
him, divest himself of his contingent interest, 
so that, upon her death, he takes as husband, 
and not under the policy; and as the husband’s 
right to the wife’s choses in action by survivor- 
ship rests upon a rule of the common law, and 
not upon any statute, a husband feloniously 
killing his wife cannot take her chose in action, 
nor can his representatives hold the same; and 
it is immaterial in what party’s possession the 
funds, such as proceeds of the life insurance 
policy assigned by him to her, are when a suit 
by the husband’s administrator is instituted; 
and the question of forfeiture of estate provided 
against in the constitution does not arise. Box v. 
Lanier, 112 Tenn. 393, 79 S.W. 1042, 1903 Tenn. 
LEXIS 113, 64 L.R.A. 458 (1904); Beddingfield 
v. Estill & Newman, 118 Tenn. 39, 100 S.W. 108, 
1906 Tenn. LEXIS 78 (1907). 


49. —Assignment to One Without Insur- 
able Interest. 

The assignment of a life policy, if not forbid- 
den by its terms, made in good faith, and not as 
a mere colorable evasion of the law against 
wagering contracts, by a beneficiary legally 
entitled to its benefits, is valid, although the 
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assignee had no insurable interest in the life of 
the insured; and if the policy had become incon- 
testable, the assignee is entitled to the benefit 
of that quality. Clement v. New York Life Ins. 
Co., 101 Tenn. 22, 46 S.W. 561, 1898 Tenn. 
LEXIS 28, 70 Am. St. Rep. 650, 42 L.R.A. 247 
(1898). 


50. —Void Assignments. 

The assignee of a life policy under a void 
assignment thereof, as by an assignment made 
by an infant to secure the debt of another, is 
entitled to reimbursement for premiums paid 
to keep the policy alive, with interest thereon. 
Scobey v. Waters, 78 Tenn. 551, 1882 Tenn. 
LEXIS 223 (1882); Connecticut Mut. Life Ins. 
Co. v. Dunscomb, 108 Tenn. 724, 69 S.W. 345, 
1902 Tenn. LEXIS 21, 91 Am. St. Rep. 769, 58 
L.R.A. 694 (1902); Allen v. Cunningham, 143 
Tenn. 11, 223 S.W. 450, 1919 Tenn. LEXIS 22 
(1919). 

The assignee under a wagering contract of 
assignment of a life policy, payable to the in- 
sured’s executors, administrators, or assigns, 
must account to the insured’s estate for the 
amount collected on the policy, less the amount 
of premiums paid by him. Bendet v. Ellis, 120 
Tenn. 277, 120 Tenn. 277, 111 S.W. 795, 1907 
Tenn. LEXIS 48, 127 Am. St. Rep. 1000, 18 
L.R.A. (n.s.) 114 (1907). 


51. —Assignment to Secure Debts. 

Where the husband, for the purpose of secur- 
ing a debt assigns an assignable policy, and the 
assignee pays the subsequent premiums 
thereon, or part thereof, such assignee is en- 
titled, not to the whole proceeds of the policy, 
but only to a sufficiency thereof to pay the 
amount of the debt, and to reimburse him for 
the premiums paid with interest; and the bal- 
ance, if not disposed of by will, goes to the 
widow and children. Rison v. T. W. Wilkerson & 
Co., 35 Tenn. 565, 1856 Tenn. LEXIS 28 (1856); 
Nashville Trust Co. v. First Nat'l] Bank, 123 
Tenn. 617, 134 S.W. 311, 1910 Tenn. LEXIS 30 
(1911). 

Where the husband takes out a policy pay- 
able to certain named creditors as their interest 
may appear, the balance, if any, to his wife, the 
whole of the debt intended to be secured, and 
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the premiums paid by such creditors, with the 
interest thereon, must be paid in full before the 
wife can participate in the policy. Gwynne v. 
Estes, 82 Tenn. 662, 1885 Tenn. LEXIS 9 
(1885). 

A life policy, procured by a husband and 
father upon his own life, made payable to his 
“executors, administrators, or assigns,” when 
assigned by him absolutely in form, but condi- 
tionally in fact, to secure certain debts or any 
amount he might from time to time owe the 
assignee, leaves a mere equity in him, and his 
widow and children can have no higher rights. 
Nashville Trust Co. v. First Nat'l] Bank, 123 
Tenn. 617, 134 S.W. 311, 1910 Tenn. LEXIS 30 
(1911). 

Wife’s interest in policy of insurance on hus- 
band’s life may be assigned by wife as security 
for husband’s debts. Central State Bank v. 
Edwards, 21 Tenn. App. 418, 111 S.W.2d 873, 
1937 Tenn. App. LEXIS 46 (Tenn. Ct. App. 
1937). 


52. Effect of Disposition by Will or Assign- 
ment. 

Where life insurance policies on life of hus- 
band are in their usual form and payable to his 
estate or personal representative, husband 
may dispose of them by will or assignment and 
thus forestall the operation of this section. 
American Nat'l Bank & Trust Co. v. MacFar- 
land, 209 Tenn. 263, 352 S.W.2d 441, 1961 
Tenn. LEXIS 375 (1961). 


53. Testamentary Disposition Absent. 

Where no testamentary disposition of life 
insurance proceeds is specifically made by a 
husband, then such proceeds shall pass under 
the terms of this statute. Federal Ins. Co. v. 
Quint, 318 F. Supp. 269, 1970 U.S. Dist. LEXIS 
10687 (E.D. Tenn. 1970). 


54. Benefits Not Marital Property. 

Since the beneficiary of a life insurance policy 
has only an expectancy, life insurance benefits 
are not “marital property” and a general injunc- 
tion not specifically prohibiting the insured 
from changing his beneficiary is ineffective to 
prevent him from doing so. Bell v. Bell, 896 
S.W.2d 559, 1994 Tenn. App. LEXIS 734 (Tenn. 
Ct. App. 1994). 


Insurance term “children” as used in benefi- 
ciary clause of life insurance policy as including 
illegitimate child. 62 A.L.R.3d 1329. 


56-7-202. Insurance on married person’s life, effected by spouse, not 
liable to debts of insured. 


Whenever a married person causes life insurance to be effected upon the 
person’s spouse’s life, it shall in no case be subject to the debts of the insured, 
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but shall inure to the benefit of the surviving spouse and children, or surviving 
spouse or children, as the case may be; however, any life insurance proceeds 
payable to the testate estate shall pass under the dispositive provisions of the 


will, but shall not be subject to the debts of the deceased spouse unless 


specifically charged with the debts in the will. 


History. 

Code 1858, § 2479 (deriv. Acts 1845-1846, ch. 
216, § 3); Shan., § 4232; mod. Code 1932, 
§ 8457; Acts 1969, ch. 234, § 1; T.C.A. (orig. 
ed.), § 56-1109. 


Textbooks. 
Pritchard on Wills and Administration of 
Estates (4th ed., Phillips and Robinson), § 636. 


Tennessee Jurisprudence, 12 Tenn. Juris., 
Executors and Administrators, §§ 32, 80. 


Law Reviews. 

Tennessee’s Bankruptcy Exemptions are 
Valid: Rhodes v. Stewart (Bruce D. Fisher), 
19-No. 4 Tenn. B.J. 7 (1983). 


NOTES TO DECISIONS 


1. Exemption from Creditors. 

This section and sections 56-7-201 and 56-7- 
203 do not provide any exemption for life insur- 
ance in the hands of a debtor against her own 
creditors. McLemore v. Huffines, 57 B.R. 740, 
1985 U.S. Dist. LEXIS 23148, 1985 Bankr. 
LEXIS 6847 (M.D. Tenn. 1985). 

Real property the surviving spouse pur- 
chased with life insurance proceeds paid to her 
upon the death of her husband was not exempt 


Collateral References. 
Divorce: in decree that one party obtain or 


from the claims of her creditor, the estate of her 
deceased husband, because the proceeds of life 
insurance policies in the hands of the surviving 
spouse were not exempt from claims of credi- 
tors of that spouse; and the $75,000 judgment 
was the personal obligation of the surviving 
spouse, and it was not an obligation of the 
decedent or his estate. Andrews v. Wray, — 
S.W.3d —, 2015 Tenn. App. LEXIS 663 (Tenn. 
Ct. App. Aug. 18, 2015). 


maintain life insurance for benefit of other 
party or child. 59 A.L.R.3d 9. 


56-7-203. Life insurance or annuity for or assigned to spouse or 
children or dependent relatives exempt from claims of 


creditors. 


The net amount payable under any policy of life insurance or under any 
annuity contract upon the life of any person made for the benefit of, or assigned 
to, the spouse and/or children, or dependent relatives of the persons, shall be 
exempt from all claims of the creditors of the person arising out of or based 
upon any obligation created after January 1, 1932, whether or not the right to 


change the named beneficiary is reserved by or permitted to that person. 


History. 

Acts 1925, ch. 118, § 1; Shan. Supp., 
§ 4232a; mod. Code 1932, § 8458; T.C.A. (orig. 
ed.), § 56-1110. 


Section to Section References. 
This section is referred to in § 26-2-110. 


Textbooks. 
Pritchard on Wills and Administration of 
Estates (4th ed., Phillips and Robinson), § 636. 
Tennessee Jurisprudence, 25 Tenn. Juris., 
Wills, § 128. 


Law Reviews. 

A Review of Tennessee Exemptions in Light 
of the Bankruptcy Code (Jennie D. Latta) 28 
No. 5 Tenn. B.J. 35 (1992). 

A Second Look at the Proposed Uniform 
Bankruptcy Exemptions: Tennessee as an Ex- 
ample (The Honorable William Houston Brown, 
Lawrence Ponoroff), 28 U. Mem. L. Rev. 647 
(1998). 
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NOTES TO DECISIONS 
Analysis B.R. 935, 1995 Bankr. LEXIS 1077 (Bankr. E.D. 
Tenn. 1995). 
1. Cash Surrender Benefits. The term “children” includes minor or adult, 
2. Disability Benefits. — financially dependent or nondependent chil- 
3. Change of Beneficiaries. dren. In re Clemmer, 184 B.R. 935, 1995 Bankr. 
4. Selection of Beneficiaries. LEXIS 1077 (Bankr. E.D. Tenn. 1995). 
5. Intent of Legislature. The statutory language of T.C.A. § 56-7-203 
6. Alimony. ; supports a finding that the Tennessee general 
7. Exemption from Creditors. assembly, while recognizing that beneficiaries 
8. Automatic Exemption. named without regard to how the proceeds of 
9. Exemption Inapplicable. the policy might ultimately be distributed. In re 


10. Married Debtors. 


1. Cash Surrender Benefits. 

This section makes certain that creditors of 
insured cannot reach the cash surrender value 
of the policy. Lunsford v. Nashville Sav. & Loan 
Corp., 162 Tenn. 179, 35 S.W.2d 395, 1930 
Tenn. LEXIS 76 (1931). 

Whether a Tennessee debtor may exempt the 
cash surrender value of a life insurance policy 
is controlled by T.C.A. § 56-7-203, rather than 
§ 56-7-201. In re Thurman, 120 B.R. 99, 1990 
Bankr. LEXIS 2265 (Bankr. M.D. Tenn. 1990). 


2. Disability Benefits. 

Disability benefits payable under supplemen- 
tal contract attached to life insurance policy 
were not exempt from claims of creditors in 
bankruptcy of insured, since benefits were not 
annuities. In re Legg, 76 F.2d 841, 1935 U.S. 
App. LEXIS 2700 (6th Cir. Tenn. 1935), affd, 
Legg v. St. John, 296 U.S. 489, 56S. Ct. 336, 80 
L. Ed. 345, 19386 U.S. LEXIS 1024 (1936), affd 
sub nom. Legg v. St. John, 296 U.S. 489, 56 S. 
Ct. 336, 80 L. Ed. 345, 1936 U.S. LEXIS 1024 
(1936). 


3. Change of Beneficiaries. 

This statute does not deprive the insured of 
the right to change the beneficiaries named in a 
policy and substitute others, if the right is 
reserved in the policy. It does not clothe depen- 
dents with a vested interest. Lunsford v. Nash- 
ville Sav. & Loan Corp., 162 Tenn. 179, 35 
S.W.2d 395, 1930 Tenn. LEXIS 76 (1931). 


4, Selection of Beneficiaries. 

Use of words “and/or” in T.C.A. § 56-7-203 
evidences an option to select among the mem- 
bers of a class of beneficiaries. In re Estate of 
Bruce, 58 Tenn. App. 435, 480 S.W.2d 884, 1968 
Tenn. App. LEXIS 305 (Tenn. Ct. App. 1968), 
superseded by statute as stated in, Phipps v. 
Watts, 781 S.W.2d 863, 1989 Tenn. App. LEXIS 
630 (Tenn. Ct. App. 1989). 

In interpreting T.C.A. § 56-7-203, the use of 
the phrase “and/or” evidences a clear option of 
selection of members of a class of beneficiaries; 
therefore, insurance or annuity proceeds pay- 
able to or bequeathed to any one or more of the 
beneficiaries named in the statute are exempt 
from the claims of creditors. In re Clemmer, 184 


Clemmer, 184 B.R. 935, 1995 Bankr. LEXIS 
1077 (Bankr. E.D. Tenn. 1995). 


5. Intent of Legislature. 

The intent of the general assembly in creat- 
ing the exemption expressed in this section is to 
deliver intact to the present wife the proceeds 
of an insurance policy or an annuity upon the 
life of a debtor, where the policy or annuity was 
made for the benefit of the wife of the debtor. 
Overman v. Overman, 570 S.W.2d 857, 1978 
Tenn. LEXIS 637 (Tenn. 1978). 

T.C.A. § 56-7-203 does not contain any lan- 
guage referring to the death of the policyholder 
but was designed to apply in cases only where 
the policyholder is still alive. In re Thurman, 
127 B.R. 401, 1991 U.S. Dist. LEXIS 6557 
(M.D. Tenn. 1991). 


6. Alimony. 

No limitation is placed on the exemption in 
this section where the claimant is a former 
wife, and the debt is for past-due alimony. 
Overman v. Overman, 570 S.W.2d 857, 1978 
Tenn. LEXIS 637 (Tenn. 1978). 

Annuity policies with a maturity date which 
could be advanced at the option of the issuee 
and a death benefit payable to the issuee’s 
second wife should the issuee die before the 
maturity date, fell within the exemption of this 
section and were therefore exempt from the 
claims of the issuee’s first wife against the 
issuee for unpaid alimony. Overman v. Over- 
man, 570 S.W.2d 857, 1978 Tenn. LEXIS 637 
(Tenn. 1978). 


7. Exemption from Creditors. 

Sections 56-7-201, 56-7-202 and this section 
do not provide any exemption for life insurance 
in the hands of a debtor against her own 
creditors. McLemore v. Huffines, 57 B.R. 740, 
1985 U.S. Dist. LEXIS 23148, 1985 Bankr. 
LEXIS 6847 (M.D. Tenn. 1985). 

Section 56-7-201 and T.C.A. § 56-7-203 can 
be read together to provide a family with the 
means to exempt all life insurance policies from 
creditors, even while the policyholder is alive. 
In re Thurman, 127 B.R. 401, 1991 U.S. Dist. 
LEXIS 6557 (M.D. Tenn. 1991). 

While the trustee may have other rights with 
regard to each of the three life insurance poli- 
cies, he may not step into the shoes of the 
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debtor-owner to claim the cash values of the 
respective policies due to the exemption under 
T.C.A. §56-7-203. In re Olien, 256 B.R. 280, 
2000 Bankr. LEXIS 1504 (Bankr. E.D. Tenn. 
2000). 

Bank lost its right to object to Chapter 7 
debtors’ claim that three annuities the female 
debtor owned were exempt from creditors’ 
claims under T.C.A. § 56-7-203 when it failed 
to file an objection to the debtors’ claim within 
30 days of the date the meeting of creditors was 
held; although the debtors amended their list of 
exemptions and the bank filed an objection to 
the debtors’ claim within 30 days of the date the 
debtors filed their amendment, the court ad- 
opted the majority view that creditors were not 
allowed under Fed. R. Bankr. P. 4003 to file 
objections to exemptions a debtor had previ- 
ously claimed during the extended 30-day pe- 
riod if the deadline for filing an objection to a 
previously claimed exemption had already 
passed. In re Walker, 505 B.R. 217, 2014 Bankr. 
LEXIS 506 (Bankr. E.D. Tenn. Feb. 6, 2014). 

Bank was a direct creditor of the borrower 
under the borrower’s guaranty; despite the fact 
that the basis of Wisconsin judgment was debt 
that originated from the construction loan 
agreements and mortgage, her personal guar- 
antee made the policy benefits subject to the 
claims of the bank, and thus she could not claim 
exemption. State Bank of Reeseville v. Shea, — 
S.W.3d —, 2015 Tenn. App. LEXIS 602 (Tenn. 
Ct. App. July 28, 2015). 

Real property the surviving spouse pur- 
chased with life insurance proceeds paid to her 
upon the death of her husband was not exempt 
from the claims of her creditor, the estate of her 
deceased husband, because the proceeds of life 
insurance policies in the hands of the surviving 
spouse were not exempt from claims of credi- 
tors of that spouse; and the $75,000 judgment 
was the personal obligation of the surviving 
spouse, and it was not an obligation of the 
decedent or his estate. Andrews v. Wray, — 
S.W.3d —, 2015 Tenn. App. LEXIS 663 (Tenn. 
Ct. App. Aug. 18, 2015). 


8. Automatic Exemption. 

There is no procedure for claiming insurance 
policies and annuity contracts as exempt in 
Tennessee state courts. Instead, to the extent 
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the policies and contracts meet the require- 
ments of T.C.A. § 56-7-203, they are deemed 
automatically exempt in Tennessee. In re Clem- 
mer, 184 B.R. 935, 1995 Bankr. LEXIS 1077 
(Bankr. E.D. Tenn. 1995). 

In the absence of Tennessee statutory or case 
authority to the contrary, the federal bank- 
ruptcy court cannot hold that a debtor’s pre- 
petition actions, however egregious, serve to 
defeat the interest of an innocent beneficiary. In 
re Clemmer, 184 B.R. 935, 1995 Bankr. LEXIS 
1077 (Bankr. E.D. Tenn. 1995). 


9. Exemption Inapplicable. 

Section 56-7-201 did not grant an exemption 
in the cash surrender value of an insurance 
policy on the life of a live debtor where the 
beneficiary was the debtor’s sole proprietor- 
ship, since the policy could not be considered to 
be for the benefit of the debtor’s wife, even 
though she would be the beneficiary of the 
debtor’s estate upon his death. In re Thurman, 
127 B.R. 401, 1991 U.S. Dist. LEXIS 6557 
(M.D. Tenn. 1991). 

Chapter 7 debtor who owned a life insurance 
policy was not allowed to exempt the cash value 
of the policy from creditors’ claims pursuant to 
T.C.A. § 56-7-203 because she designated her 
estate as the beneficiary of her policy; although 
the debtor executed a will that named her 
spouse and children as legatees, that was not 
the same as designating her spouse and chil- 
dren as beneficiaries of her insurance policy, 
and § 56-7-203 required that an insured name 
their spouse, children, or dependent relatives 
as the beneficiary of a life insurance policy 
before the cash value in the policy or the 
proceeds of the policy were protected from 
creditors’ claims. In re Rubin, — B.R. —, 2016 
Bankr. LEXIS 392 (Bankr. W.D. Tenn. Jan. 13, 
2016). 


10. Married Debtors. 

The terms of life insurance policies and 
T.C.A. § 56-7-203 did not give married debtors 
the right, as beneficiaries, to access the cash 
value of any policy owned by the other spouse; 
however, as owners, each debtor had the power 
to cash in or borrow against any policy owned 
by that debtor at the commencement of the 
joint case. In re Olien, 256 B.R. 280, 2000 
Bankr. LEXIS 1504 (Bankr. E.D. Tenn. 2000). 


obtain or maintain life insurance for benefit of 
other party or child. 59 A.L.R.3d 9. 


56-7-204. Assignment of life insurance policy as security for loan. 


(a) Whenever the insured in a life insurance policy owned by the insured has 
reserved to the insured the right to change the beneficiary under the policy, the 
insured has the right to and may assign the policy, to the extent and in the 
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manner permitted by the terms of the policy, as security for a loan, or for any 
other purpose, without the beneficiary joining in the assignment or assenting 
to the assignment, and the rights and interests of the beneficiary, including a 
spouse or child of the insured, in the policy or its proceeds, shall be subject and 
subordinate to the rights and interests of the assignee as created and defined 
by the assignment. 
(b)(1) Nothing in this section or any other law shall be construed as 
prohibiting any person insured under a group insurance policy, pursuant to 
the terms of the policy or an arrangement among the insured, the group 
policyholder and the insurer, from making to any person an assignment of 
the rights and benefits conferred on the insured by any provision of the 
policy or by law, including, but not limited to, the right to have issued to the 
insured an individual policy arising from conversion as set forth in § 56-7- 
2305 or otherwise and the right to name a beneficiary. 

(2) Any assignment permitted in this section, whether made before or 
after May 7, 1969, is valid for the purpose of vesting in the assignee all the 
rights and benefits assigned, and shall entitle the insurer to deal with the 
assignee as the owner of all rights and benefits conferred on the insured 
under the policy, in accordance with the terms of the assignment without 
prejudice to the insurer on account of any payment it may make or any 
individual policy it may issue arising from conversion prior to receipt at its 
home office of notice of the assignment. 

(3) This section acknowledges, declares and codifies the existing right of 
assignment of interests under life insurance policies. 

(4)(A) When a policy of life insurance is assigned in writing as security for 
an indebtedness after May 8, 1992, upon receipt of a written request 
signed by the assignee, together with a copy of the assignment, the insurer 
shall mail to the assignee a copy of each lapse notice and late payment 
offer routinely mailed to the policyholder. The insurer shall mail the notice 
copies while the assignment remains in effect. 

(B) Subdivision (b)(4)(A) does not apply to any policy where the pre- 
mium is paid weekly, monthly or quarterly. Subdivision (b)(4)(A) does not 
apply to industrial life or group life policies. Failure of an insurer to 
comply with subdivision (b)(4)(A) shall not result in the incurrence of any 
liability by or obligation on the part of the insurer, which lability or 
obligation would not be present under the terms of the policy in the 
absence of any assignment of the policy. 

(C) Nothing in this section shall be construed as requiring any notice to 
a policyholder not already required by contract or law. 


History. Tennessee Jurisprudence, 15 Tenn. Juris., 
Acts 1961, ch. 33, § 1; 1969, ch. 232, § 1; Insurance, §§ 29-31. 
T.C.A., § 56-1144; Acts 1992, ch. 929, § 1. 


Textbooks. 
Pritchard on Wills and Administration of 
Estates (4th ed., Phillips and Robinson), § 636. 


56-7-205. Life insurance — Restrictions on deposits. 


(a) A life insurance company may not accept additional payments under 
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policy provisions that permit deposits to be made in funds that are ancillary to 
the basic benefits and that are established for the payment of future premiums 
on individual life policies or annuity contracts, or for the purchase of annuity 
benefits under the policies or contracts at a future date, unless it meets the 
following conditions and limitations: 

(1)(A) In the case of life insurance policies, the maximum amount that 

may be held by the insurer at any time in the funds is the lesser of: 

(i) The total amount of the next ten (10) annual premiums payable; or 

(ii) The difference between the greater of the sum assured or the 
guaranteed maturity value and the cash value; or 

(B) In the case of annuity contracts, the maximum amount that may be 

held by the insurer at any time in the funds is five (5) times the maximum 

annual amount that may be deposited in the funds as specified in 

subdivision (a)(2); 

(2) For both life insurance policies and annuity contracts, the maximum 
amount that may be deposited in the funds in any one (1) year is two (2) 
annual premiums currently payable under the policy, or in the case of 
policies or contracts under which premiums may vary in amount, twice the 
average amount of annual premiums paid under the policy or contract 
during the previous five (5) years or the number of years for which the policy 
or contract has been in force, if fewer than five (5) years; 

(3) If the insurer guarantees interest rates on the funds in excess of the 
interest rate permitted for the valuation of annuities and pure endowments, 
additional reserves in respect of the interest guarantees may be required, 
based on requirements determined by the commissioner; 

(4) Unpaid premiums under life insurance policies shall be automatically 
paid from the deposit fund, unless the policy provides that any automatic 
premium loan provision shall first become effective; 

(5) The funds shall be payable upon death or other termination of the 
policy or contract; 

(6) Provisions may be included to allow policy owners to withdraw the 
funds subject to the condition that the policy provision reserves to the 
insurer the right to defer payment for six (6) months; 

(7) Any projections of these funds at current interest rates that may be 
used must be clearly identified as current rate projections, and the current 
rate projections are restricted to the same policy periods or attained ages as 
projections made at guaranteed interest rates. Projections at interest rates 
in excess of the rates guaranteed may not be made for any attained ages 
greater than sixty-five (65) years of age; 

(8) Sales promotion literature and contract forms shall not in any way 
create the impression that the funds are the same as a savings account or 
deposit in a bank or savings institution and the use of passbooks that bear 
any resemblance to savings bank passbooks or similar items is prohibited; 
and 

(9)(A) The limitations in subdivisions (a)(1) and (2) shall not apply to: 

(i) A single payment equal to the discounted value of specific premi- 
ums paid in advance; and 

(ii) A policyholder’s deposit account established primarily as a pre- 
mium payment facility, unless the total amount in the account exceeds 
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twice the sum of the annual premiums payable on all policies for which 
premiums are being paid from the account; 
(B)G) The limitations in subdivision (a)(1) shall not apply to a policy- 
holder’s deposit account if a penalty is imposed upon the policyholder on 
funds withdrawn in cash, the penalty to be imposed only when total 
funds withdrawn exceed an amount equal to the limitations in subdivi- 
sion (a)(1), the penalty to be equal to interest earnings in excess of the 
guaranteed rate on the amount of policyholder’s withdrawal during the 
six-month period immediately preceding policyholder’s withdrawal re- 
quest; provided, that the penalty shall be waived by the insurer: 
(a) During the thirty-day period immediately following each three- 
year policy period from the effective date of the policy; and 
(b) At any time after the insured attains sixty (60) years of age; 
(ii) The penalty shall not be applicable to payment upon death or 
termination of the policy or contract. 
(b) This section shall not apply: 

(1) Except for subdivisions (a)(3), (7) and (8), to policies or contracts issued 
under pension or profit-sharing plans, including plans that cover self- 
employed individuals and owner-employees, that qualify for special tax 
treatment under the Internal Revenue Code, compiled in 26 U.S.C., and are 
regulated by the Employee Retirement Income Security Act of 1974 (29 
U.S.C. § 1001, et seq.); 

(2) Except for subdivisions (a)(3), (7) and (8), to policies or contracts issued 
in connection with individual retirement accounts, as defined in the Internal 
Revenue Code; 

(3) Except for subdivisions (a)(3), (7) and (8), to annuity contracts pur- 
chased by public schools, religious, charitable or other similar organizations; 
or 

(4) To variable annuities. 


History. 
Acts 1976, ch. 398, § 1; 1977, ch. 342, § 1; 
T.C.A., § 56-1170. 


56-7-206. Life insurance — Proof of death for small policies. 


In the case of any life insurance policy with a value of fifteen thousand 
dollars ($15,000) or less, proof of death may be furnished by submission of a 
photocopy of the certificate of death, accompanied by a sworn statement by the 
doctor who signed the certificate or the funeral director who conducted burial 
services that the certificate is authentic. 


History. thousand dollars ($15,000) or less” for “seven 

Acts 1976, ch. 586, § 1; T.C.A., § 56-1172; thousand five hundred dollars ($7,500) or less” 
Acts 1991, ch. 137, § 1; 2016, ch. 804, § 1. near the beginning of the section. 
Amendments. Effective Dates. 


The 2016 amendment substituted “fifteen Acts 2016, ch. 804, § 10. April 14, 2016. 


56-7-207. Refusal for sickle cell trait or hemoglobin C trait prohibited. 


(a) No insurance company that has been qualified and authorized to do 
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business in this state, pursuant to chapter 2 of this title, shall refuse to issue 
or deliver any policy of life insurance authorized under chapter 2 of this title, 
solely by reason of the fact that the person to be insured possesses sickle cell 
trait or hemoglobin C trait. 

(b) As used in this section: 

(1) “Hemoglobin C trait” means the condition wherein the major natural 
hemoglobin components present in the blood of the individual are hemoglo- 
bin A (normal) and hemoglobin C as defined by standard chemical and 
physical analytic techniques, including electrophoresis; and the proportion 
of hemoglobin A is greater than the proportion of hemoglobin C or one (1) 
natural parent of the individual is shown to have only normal hemoglobin 
components (hemoglobin A, hemoglobin A2, hemoglobin F) in the normal 
proportions by standard chemical and physical analytic tests; and 

(2) “Sickle cell trait” means the condition wherein the major natural 
hemoglobin components present in the blood of the individual are hemoglo- 
bin A (normal) and hemoglobin S (sickle hemoglobin) as defined by standard 
chemical and physical analytic techniques, including electrophoresis; and 
the proportion of hemoglobin A is greater than the proportion of hemoglobin 
S or one (1) natural parent of the individual is shown to have only normal 
hemoglobin components (hemoglobin A, hemoglobin A2, hemoglobin F) in the 
normal proportions by standard chemical and physical analytic tests. 


History. section applies to policies of insurance deliv- 
Acts 1988, ch. 488, § 1. ered or issued for delivery in Tennessee on and 
Compiler’s Notes. banks Ma toavange 


Acts 1988, ch. 488, § 2 provided that this 


PART 3 
LIFE INSURANCE POLICIES 


56-7-301 — 56-7-304. [Transferred.] 


Compiler’s Notes. cies, were transferred to §§ 56-7-2307 — 56-7- 

Former §§ 56-7-301 — 56-7-304, concerning 2310 by Acts 1992, ch. 984, § 1, effective upon 
various provisions to be included in or prohib- the 1994 replacement of this volume. See the 
ited from being included in life insurance poli- parallel reference table following § 56-7-2301. 


56-7-305. Submission to commissioner for approval. 


Every life insurance company shall submit to the commissioner for approval 
the words required in § 56-7-2310, to be printed on each policy, together with 
sample copy of every kind or class of policies offered for sale in this state, and 
every life insurance company shall print on each of its policies sold to citizens 
of this state the words the commissioner approves. 


History. Code 1932, § 6187; T.C.A. (orig. ed.), § 56- 
Acts 1905, ch. 392, § 2; Shan., § 3348a16; 1116. 


56-7-306 


Section to Section References. 
This section is referred to in § 56-7-306. 


Collateral References. 

Approval or disapproval by insurance com- 
missioner (or similar official) of form of policy, 
validity, construction, and effect of. 119 A.L.R. 
877. 
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Matter printed or stamped on outside of 
policy as part of policy. 168 A.L.R. 555. 

Validity and construction of statutes relating 
to style or prominence with which provisions 
must be printed in insurance policy. 36 
A.L.R.3d 464. 


56-7-306. Revocation of license for violation of § 56-7-305 or § 56-7- 


2310. 


The license of any insurance company doing business in this state may be 
revoked by the commissioner for violating § 56-7-305 or § 56-7-2310. 


History. 
Acts 1905, ch. 392, § 3; Shan., § 3348a17; 


56-7-307. [Transferred.] 


Compiler’s Notes. 
Former § 56-7-307, concerning life insurance 
policy forms, was transferred to § 56-7-2311 by 


Code 1932, § 6188; T.C.A. (orig. ed.), § 56- 
1117. 


Acts 1992, ch. 984, § 1, effective upon the 1994 
replacement of this volume. See the parallel 
reference table following § 56-7-2301. 


56-7-308. Provisions in life insurance policies issued by foreign com- 
panies — Provisions in foreign policies of domestic com- 


panies. 


The policies of a life insurance company not organized under the laws of this 
state may, if approved by the commissioner of this state, contain any provision 
that the law of the state, territory, district, or country under which the 
company is organized prescribes shall be in the policies when issued in this 
state, and the policies of a life insurance company organized under the laws of 
this state may, when issued or delivered in any other state, territory, district, 
or country, contain any provision required by the laws of the state, territory, 
district, or country in which they are issued, anything in §§ 56-7-309 — 
56-7-311, 56-7-2307, 56-7-2308, and 56-7-2311 to the contrary notwithstand- 
ing. 


History. Section to Section References. 
Acts 1907, ch. 457, § 5; Shan., § 3348a12; This section is referred to in §§ 56-7-310, 
Code 1932, § 6183; T.C.A. (orig. ed.), § 56-  56-7-311. 
1119. 
NOTES TO DECISIONS 


1. Controlling Statute. 

Where the statute in effect at the time of the 
issuance of the life insurance policy expressly 
excluded life insurance from the two-year in- 
contestability clause, it will control over a stat- 
ute in effect at the time the policy was being 


sued on including life insurance within the 
two-year incontestability clause. Home Ben. 
Ass’n v. McClain, 20 Tenn. App. 24, 95 S.W.2d 
53, 1935 Tenn. App. LEXIS 4 (Tenn. Ct. App. 
1935). 
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56-7-309. Life insurance — Policies for one-year preliminary term 
insurance — Reserve value. 


(a) This section applies only to policies of life insurance issued prior to the 
operative date of § 56-7-401, the Standard Nonforfeiture Law. 

(b) Policies may be issued in this state providing for not more than one-year 
preliminary term insurance by the incorporation in the policy of a clause on the 
face of the policy distinctly specifying that the first year’s insurance is term 
insurance. 

(c) If the premium charged for term insurance under a limited payment life 
or endowment preliminary term policy, providing for the payment of all 
premiums in less than twenty (20) years from the date of the policy, exceeds 
that charged for like insurance under twenty (20) pay life preliminary term 
policies of the same company at the same age, the reserve at the end of any 
year, including the first, shall not be less than the reserve on a twenty (20) pay 
life preliminary term policy issued in the same year and at the same age, 
together with an amount equivalent to the accumulation of a net level 
premium sufficient to provide for a pure endowment at the end of the premium 
payment period equal to the difference between the value at the end of the 
period for the twenty (20) pay life preliminary term policy and the full reserve 
at the time of the limited payment life or endowment policy. 


History. Section to Section References. 

Acts 1907, ch. 457, § 3; Shan., § 3348a10; Sections 56-7-309 — 56-7-311 are referred to 
Code 1932, § 6181; Acts 1945, ch. 56, § 4;C. in § 56-7-308. 
Supp. 1950, § 6181; T.C.A. (orig. ed.), § 56- This section is referred to in §§ 56-7-308, 
1120. 56-7-310, 56-7-311. 


Cross-References. 
Contingent reserves, accumulation and 
maintenance, § 56-3-102. 


56-7-310. Policies exemptions. 


Sections 56-7-308, 56-7-309, 56-7-2307 and 56-7-2308, do not apply to 
annuities, industrial policies, or to corporations or associations operating on 
the assessment or fraternal plan. 


History. Textbooks. 

Acts 1907, ch. 457, § 6; Shan., § 3348a13; Tennessee Jurisprudence, 15 Tenn. Juris., 
mod. Code 1932, § 6184; Acts 1937, ch. 270, Insurance, § 96. 
§ 1; C. Supp. 1950, § 6184; Acts 1971, ch. 296, 


§ 2; T.C.A. (orig. ed.), § 56-1121. Law Reviews. 
4 , Accident Insurance — Time Within Which 
Section to Section References. Action Must Be Brought, 14 Tenn. L. Rev. 629. 
Sections 56-7-309 — 56-7-311 are referred to 
in § 56-7-308. 
NOTES TO DECISIONS 
Analysis policies cannot be construed as excluding by 


: Bs implication all other exceptions so that it will 
3 aor Nae entegiy include accident insurance policies, as Acts 
: : 1907, ch. 457 deals with life insurance alone in 
1. Accident Policies. both its caption and its provisions and the 
The fact that this section excludes certain amendments to the act as provided by this 


56-7-311 


section cannot be held to put something into the 
act by implication which was not contained 
therein before the exceptions were made. Inter- 
state Life & Acci. Co. v. Hunt, 171 Tenn. 119, 
100 S.W.2d 987, 1936 Tenn. LEXIS 69 (1937). 


2. Industrial Policies. 

The provision in an industrial insurance 
policy limiting the time in which to bring action 
on the policy to eight months from the date of 
accrual of the cause of action is valid notwith- 
standing the provision of § 56-7-2308(2), in 
view of this section excepting industrial poli- 
cies. Johnson v. Life & Casualty Ins. Co., 168 
Tenn. 358, 79 S.W.2d 39, 1934 Tenn. LEXIS 64 
(1935). 

Although the provisions of Acts 1907, ch. 457, 
§ 6 (reenacted in its original form by Acts 1937, 
ch. 270) were changed so as to exempt “annui- 
ties, industrial accident and/or health insur- 
ance policies,” the legislature did not intend to 
thereby amend the original act so as to include 
industrial life insurance policies within its pro- 
visions. Moorman v. Interstate Life & Acci. Co., 
173 Tenn. 549, 121 S.W.2d 562, 1938 Tenn. 
LEXIS 41 (1938). 


56-7-311. “Company” defined. 


INSURANCE 


436 


Since the statutes which fix the provisions of 
life insurance policies in general do not apply to 
industrial policies, the provisions of industrial 
policies admit of flexibility. Redwine v. Metro- 
politan Life Ins. Co., 178 Tenn. 83, 156 S.W.2d 
389, 1941 Tenn. LEXIS 34 (1941), superseded 
by statute as stated in, Armstrong v. Pilot Life 
Ins. Co., 656 S.W.2d 18, 1983 Tenn. App. LEXIS 
716 (Tenn. Ct. App. 1983). 

Since insurer could have inserted a provision 
in industrial life insurance policy requiring an 
indemnity bond as a condition to the payment 
of the policy but failed to do so, refusal of 
chancellor to require the filing of such a bond as 
a condition precedent to the payment of the 
claim to insured’s personal representative 
where named beneficiary had disappeared 
some 15 years previously and was held to have 
predeceased the insured was not an abuse of 
discretion. Redwine v. Metropolitan Life Ins. 
Co., 178 Tenn. 83, 156 S.W.2d 389, 1941 Tenn. 
LEXIS 34 (1941), superseded by statute as 
stated in, Armstrong v. Pilot Life Ins. Co., 656 
S.W.2d 18, 1983 Tenn. App. LEXIS 716 (Tenn. 
Ct. App. 1983). 


As used in §§ 56-7-308, 56-7-309, 56-7-2307, 56-7-2308 and 56-7-2311, 
“company” includes corporations and associations. 


History. 

Acts 1907, ch. 457, § 7; Shan., § 3348a14; 
Code 1932, § 6185; T.C.A. (orig. ed.), § 56- 
1122. 


Section to Section References. 
Sections 56-7-309 — 56-7-311 are referred to 
in § 56-7-308. 


56-7-312. Stipulated form of insurance or cash equal to net reserve 
upon default. 


(a) This section applies only to policies of life insurance issued prior to the 
operative date of § 56-7-401, the Standard Nonforfeiture Law. 

(b) In the event of default in the payment of any premium due on any policy, 
there shall be secured to the owner of the policy a stipulated form of insurance 
as may be specified in the policy, the net value of which shall be at least equal 
to the reserve at the date of default on the policy and on any dividend additions 
thereto according to the mortality table and the rate of interest for computing 
the reserve as specified in the policy, less a sum of not more than two and one 
half percent (212%) of the amount insured by the policy and of any existing 
dividend additions thereto and less any existing indebtedness to the company 
on the policy at the time of default; provided, that not less than three (8) full 
years’ premiums shall have been paid; and provided, further, that the policy 
shall not be continued in force by virtue of any automatic loan provision in the 
policy. 

(c) There shall also be secured to the owner of the policy the right to 
surrender the policy to the company at its home office within one (1) month 
from the date of default for a specified cash value at least equal to the sum that 


437 POLICIES AND POLICYHOLDERS 56-7-315 


would otherwise be available for the purchase of insurance, and the payment 
of which cash value by the company shall not be deferred for more than six (6) 
months after application for the payment is made. 


History. Section to Section References. 
Acts 1907, ch. 454, § 3; Shan., § 3348a35; This section is referred to in §§ 56-7-313, 
Code 1932, § 6210; Acts 1945, ch. 56, § 5; C. 56-7-2307. 
Supp. 1950, § 6210; T.C.A. (orig. ed.), § 56- 
1123. 


56-7-313. Certain provisions as to defaulted policies, loans and re- 
serves cannot be waived. 


No agreement between the company and the policyholder or applicant for 
insurance shall be held to waive §§ 56-2-115, 56-7-312, 56-7-401 and 56-7- 
2309. 


History. Collateral References. 

Acts 1907, ch. 454, § 4; Shan., § 3348a36; Statutory provisions of policy as susceptible 
Code 1932, § 6211; Acts 1945, ch. 56, § 9; C. of waiver by insured or beneficiary. 9 A.L.R.2d 
Supp. 1950, § 6211; T.C.A. (orig. ed.), § 56- 1436. 

1124. 


56-7-314. Purchase or assignment of life insurance by charitable or- 
ganization — Date of insurable interest. 


If an organization described in either § 170(c) or § 501(c)(3) of the Internal 
Revenue Code of 1986 (26 U.S.C. §§ 170(c) and 501(c)(3)), respectively, 
purchases or receives by assignment, before or after April 23, 1992, life 
insurance on an insured who consents in writing to the purchase or assign- 
ment, the organization is deemed to have or to have had an insurable interest 
in the insured person’s life on the date of purchase or assignment. This section 
does not limit or abridge any insurable interest on April 23, 1992, at common 
law or by statute. 


History. surance + annuity = Big Profit (Dan W. Hol- 
Acts 1992, ch. 755, § 1; 2004, ch. 658, § 1; brook), 40 No. 12 Tenn. B.J. 22 (2004). 
2006, ch. 593, § 1. 


Law Reviews. 
Where There’s a Will: Free Money: How In- 


56-7-315. Interest payable after receipt of claim. 


An insurer of a life insurance policy or annuity issued for delivery in this 
state, with respect to a claim for benefits by reason of the death of the insured 
or annuitant, shall pay interest beginning on the fifteenth day following the 
date of death of the insured or annuitant, with the interest compounded 
annually for a period not to exceed three (3) years from that date. The rate of 
interest payable shall not be less than the interest currently paid by the 
insurer with respect to proceeds left on deposit. 


History. Compiler’s Notes. 
Acts 1993, ch. 351, § 1; 2002, ch. 681, § 1. Acts 2002, ch. 681, § 2, provided that the 
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amendment to this section by that act shall 
apply to all claims submitted on and after July 
1, 2002. 


PART 4 
STANDARD NONFORFEITURE LAW 


56-7-401. Standard nonforfeiture law. 


(a) In the case of policies issued on and after the operative date of this 
section, as defined in subsection (n), no policy of life insurance, except as stated 
in subdivision (a)(1), shall be delivered or issued for delivery in this state, 
unless it contains in substance the following provisions, or corresponding 
provisions, which, in the opinion of the commissioner, are at least as favorable 
to the defaulting or surrendering policyholder as are the minimum require- 
ments specified in this subsection (a), and are essentially in compliance with 
subsection (k): 

(1) That, in the event of default in any premium payment, the company 
will grant, upon proper request not later than sixty (60) paid-up days after 
the due date of the premium in default, a paid-up nonforfeiture benefit on a 
plan stipulated in the policy, effective as of the due date, of the amount that 
may be specified in this section. In lieu of the stipulated paid-up nonforfei- 
ture benefit, the company may substitute, upon proper request not later 
than sixty (60) days after the due date of the premium in default, an 
actuarially equivalent alternative paid-up nonforfeiture benefit that pro- 
vides a greater amount or longer period of death benefits or, if applicable, a 
greater amount or earlier payment of endowment benefits; 

(2) That, upon surrender of the policy within sixty (60) days after the due 
date of any premium payment in default after premiums have been paid for 
at least three (3) full years, the company will pay, in lieu of any paid-up 
nonforfeiture benefit, a cash surrender value of the amount that may be 
specified in this section; 

(3) That a stipulated paid-up nonforfeiture benefit shall become effective 
as specified in the policy, unless the person entitled to make the election 
elects another available option not later than sixty (60) days after the due 
date of the premium in default; 

(4) That, if the policy becomes paid-up by completion of all premium 
payments or if it is continued under any paid-up nonforfeiture benefit that 
became effective on or after the third policy anniversary, the company will 
pay, upon surrender of the policy within thirty (30) days after any policy 
anniversary, a cash surrender value of the amount that may be specified in 
this section; 

(5) In the case of policies that cause, on a basis guaranteed in the policy, 
unscheduled changes in benefits or premiums, or that provide an option for 
changes in benefits or premiums other than a change to a new policy, a 
statement of the mortality table, interest rate, and method used in calcu- 
lating cash surrender values and the paid-up nonforfeiture benefits avail- 
able under the policy. In the case of all other policies, a statement of the 
mortality table and interest rate used in calculating the cash surrender 
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values and the paid-up nonforfeiture benefits available under the policy, 
together with a table showing the cash surrender value, if any, and paid-up 
nonforfeiture benefit, if any, available under the policy on each policy 
anniversary either during the first twenty (20) policy years or during the 
term of the policy, whichever is shorter, the values and benefits to be 
calculated upon the assumption that there are no dividends or paid-up 
additions created to the policy and that there is no indebtedness to the 
company on the policy; and 

(6) A statement that the cash surrender values and the paid-up nonfor- 
feiture benefits available under the policy are not less than the minimum 
values and benefits required by or pursuant to the insurance law of the state 
in which the policy is delivered; an explanation of the manner in which the 
cash surrender values and the paid-up nonforfeiture benefits are altered by 
the existence of any paid-up additions credited to the policy or any indebt- 
edness to the company on the policy; if a detailed statement of the method of 
computation of the values and benefits shown in the policy is not stated in 
the policy, a statement that the method of computation has been filed with 
the insurance supervisory official of the state in which the policy is delivered; 
and a statement of the method to be used in calculating the cash surrender 
value and paid-up nonforfeiture benefit available under the policy on any 
policy anniversary beyond the last anniversary for which the values and 
benefits are consecutively shown in the policy. 

(b) Any of subsection (a) or portions of subsection (a) that are not applicable 
by reason of the plan of insurance may, to the extent inapplicable, be omitted 
from the policy. The company shall reserve the right to defer the payment of 
any cash surrender value for a period of six (6) months after demand for the 
payment with surrender of the policy. 

(c)(1) Subject to subdivisions (c)(2) and (3), any cash surrender value 
available under the policy in the event of default in a premium payment due 
on any policy anniversary, whether or not required in subsection (a), shall be 
an amount not less than the excess, if any, of the present value, on the 
anniversary of the future guaranteed benefits that would have been pro- 
vided for by the policy, including any existing paid-up additions, if there had 
been no default, over the sum of: 

(A) The then present value of the adjusted premiums as defined in 
subsections (e)-(h), corresponding to premiums that would have fallen due 
on and after the anniversary; and 

(B) The amount of any indebtedness to the company on the policy. 

(2) For any policy issued on or after the operative date of subsection (h), 
as defined in subsection (h), that provides supplemental life insurance or 
annuity benefits at the option of the insured and for an identifiable 
additional premium by rider or supplemental policy provision, the cash 
surrender value, referred to in subdivision (c)(1) shall be an amount not less 
than the sum of the cash surrender value, as defined in subdivision (c)(1), for 
an otherwise similar policy issued at the same age without the rider or 
supplemental policy provision and the cash surrender value, as defined in 
subdivision (c)(1), for a policy that provides only the benefits otherwise 
provided by the rider or supplemental policy provision. 
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(3) For any family policy issued on or after the operative date of subsec- 
tion (h) as defined in subsection (h), that defines a primary insured and 
provides term insurance on the life of the spouse of the primary insured 
expiring before the spouse’s age seventy-one (71), the cash surrender value 
referred to in subdivision (c)(1) shall be an amount not less than the sum of 
the cash surrender value, as defined in subdivision (c)(1), for an otherwise 
similar policy issued at the same age without the term insurance on the life 
of the spouse and the cash surrender value, as defined in subdivision (c)(1), 
for a policy that provides only the benefits otherwise provided by the term 
insurance on the life of the spouse. 

(4) Any cash surrender value available within thirty (30) days after any 
policy anniversary under any policy paid-up by completion of all premium 
payments or any policy continued under any paid-up nonforfeiture benefit, 
whether or not required by subsection (a), shall be an amount not less than 
the present value, on the anniversary, of the future guaranteed benefits 
provided for by the policy, including any existing paid-up additions, de- 
creased by any indebtedness to the company on the policy. 

(d) Any paid-up nonforfeiture benefit available under the policy in the event 
of default in a premium payment due on any policy anniversary shall be such 
that its present value as of the anniversary shall be at least equal to the cash 
surrender value then provided for by the policy, or if none is provided for, that 
cash surrender value that would have been required by this section in the 
absence of the condition that premiums shall have been paid for at least a 
specified period. 

(e)(1) This subsection (e) does not apply to policies issued on or after the 
operative date of subsection (h) as defined in subsection (h). Except as 
provided in subdivision (e)(3), the adjusted premiums for any policy shall be 
calculated on an annual basis and shall be such uniform percentage of the 
respective premiums specified in the policy for each policy year, excluding 
any extra premiums charged because of impairments or special hazards, 
that the present value, at the date of issue of the policy, of all such adjusted 
premiums shall be equal to the sum of: 

(A) The then present value of the future guaranteed benefits provided 
for by the policy; 

(B) Two percent (2%) of the amount of insurance, if the insurance is 
uniform in amount, or of the equivalent uniform amount, if the amount of 
insurance varies with duration of the policy; 

(C) Forty percent (40%) of the adjusted premium, for the first policy 
year; and 

(D) Twenty-five percent (25%) of either the adjusted premium for the 
first policy year or the adjusted premium for a whole life policy of the same 
uniform or equivalent uniform amount with uniform premiums for the 
whole of life issued at the same age for the same amount of insurance, 
whichever is less; 

provided, that in applying the percentages specified in subdivisions (e)(1)(C) 
and (D), no adjusted premium shall be deemed to exceed four percent (4%) of 
the amount of insurance or level amount equivalent thereto. The date of issue 
of a policy for the purpose of this subsection (e) shall be the date as of which the 


441 POLICIES AND POLICYHOLDERS 56-7-401 


rated age of the insured is determined. 

(2) In the case of a policy providing an amount of insurance varying with 
duration of the policy, the equivalent uniform amount thereof for the purpose 
of this subsection (e) shall be deemed to be the uniform amount of insurance 
provided by an otherwise similar policy, containing the same endowment 
benefit or benefits, if any, issued at the same age and for the same term, the 
amount of which does not vary with duration and the benefits under which 
have the same present value at the date of issue as the benefits under the 
policy; provided, that in the case of a policy providing a varying amount of 
insurance issued on the life of a child under ten (10) years of age, the 
equivalent uniform amount may be computed as though the amount of 
insurance provided by the policy prior to the attainment of ten (10) years of 
age were the amount provided by the policy at ten (10) years of age, or at 
expiry, if earlier. 

(3) The adjusted premiums for any policy providing term insurance 
benefits by rider or supplemental policy provisions shall be equal to: 

(A) The adjusted premiums for an otherwise similar policy issued at the 
same age without the term insurance benefits; 

(B) Increased during the period for which premiums for the term 
insurance benefits are payable, by the adjusted premiums for the term 
insurance. 

Subdivisions (e)(3)(A) and (B) being calculated separately and as specified in 
subdivisions (e)(1) and (2), except that, for the purposes of subdivisions 
(e)(1)(B), (C) and (D), the amount of insurance or equivalent uniform amount 
of insurance used in the calculation of the adjusted premiums referred to in 
subdivision (e)(3)(B) shall be equal to the excess of the corresponding amount 
determined for the entire policy over the amount used in the calculation of the 
adjusted premiums in subdivision (e)(3)(A). 

(4) Except as otherwise provided in subsections (f) and (g), all adjusted 
premiums and present values referred to in this section shall for all policies 
of ordinary insurance be calculated on the basis of the Commissioners 1941 
Standard Ordinary Mortality Table; provided, that for any category of 
ordinary insurance issued on female risks, adjusted premiums and present 
values may be calculated according to an age not more than three (3) years 
younger than the actual age of the insured, and the calculations for all 
policies of industrial insurance shall be made on the basis of the 1941 
Standard Industrial Mortality Table. All calculations shall be made on the 
basis of the rate of interest, not exceeding three and one half percent (3.5%) 
per annum, specified in the policy for calculating cash surrender values and 
paid-up nonforfeiture benefits. However, in calculating the present value of 
any paid-up term insurance with accompanying pure endowment, if any, 
offered as a nonforfeiture benefit, the rates of mortality assumed may be not 
more than one hundred thirty percent (130%) of the rates of mortality 
according to the applicable table. Further, for insurance issued on a 
substandard basis, the calculation of the adjusted premiums and present 
values may be based on such other table of mortality as may be specified by 
the company and approved by the commissioner. 

(f)(1) This subsection (f) does not apply to ordinary policies issued on or after 
the operative date of subsection (h) as defined in subsection (h). In the case 
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of ordinary policies issued on or after the operative date of this subsection (f) 
as defined in this subsection (f), all adjusted premiums and present values 
referred to in this section shall be calculated on the basis of the Commis- 
sioners 1958 Standard Ordinary Mortality Table, and the rate of interest 
specified in the policy for calculating cash surrender values and paid-up 
nonforfeiture benefits; provided, that the rate of interest shall not exceed 
three and one half percent (3.5%) per annum, except that a rate of interest 
not exceeding four percent (4%) per annum may be used for policies issued 
on or after May 6, 1973, and prior to March 27, 1978, and a rate of interest 
not exceeding five and one half percent (5.5%) per annum may be used for 
policies issued on or after March 27, 1978; and provided, further, that for any 
category of ordinary insurance issued on female risks, adjusted premiums 
and present values may be calculated according to an age not more than six 
(6) years younger than the actual age of the insured. However, in calculating 
the present value of any paid-up term insurance with accompanying pure 
endowment, if any, offered as a nonforfeiture benefit, the rates of mortality 
assumed may be not more than those shown in the Commissioners 1958 
Extended Term Insurance Table. For insurance issued on a substandard 
basis, the calculation of the adjusted premiums and present values may be 
based on such other table of mortality as may be specified by the company 
and approved by the commissioner. 

(2) After February 3, 1961, any company may file with the commissioner 
a written notice of its election to comply with this subsection (f) after a 
specified date before January 1, 1966. After the filing of the notice, then upon 
the specified date, which shall be the operative date of this subsection (f) for 
the company, this subsection (f) shall become operative with respect to the 
ordinary policies thereafter issued by the company. If a company makes no 
election, the operative date of this subsection (f) for the company shall be 
January 1, 1966. 
(g)(1) This subsection (g) does not apply to industrial policies issued on or 
after the operative date of subsection (h) as defined in subsection (h). In the 
case of industrial policies issued on or after the operative date of this 
subsection (g), as defined in this subsection (g), all adjusted premiums and 
present values referred to in this section shall be calculated on the basis of 
the Commissioners 1961 Standard Industrial Mortality Table and the rate of 
insurance specified in the policy for calculating cash surrender values and 
paid-up nonforfeiture benefits; provided, that the rate of interest shall not 
exceed three and one half percent (3.5%) per annum, except that a rate of 
interest not exceeding four percent (4%) per annum may be used for policies 
issued on or after May 6, 1973, and prior to March 27, 1978, and a rate of 
interest not exceeding five and one half percent (5.5%) per annum may be 
used for policies issued on or after March 27, 1978; provided, that in 
calculating the present value of any paid-up term insurance with accompa- 
nying pure endowment, if any, offered as a nonforfeiture benefit, the rates of 
mortality assumed may be not more than those shown in the Commissioners 
1961 Industrial Extended Term Insurance Table; and provided, further, that 
for insurance issued on a substandard basis, the calculations of the adjusted 
premiums and present values may be based on such other table of mortality 
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as may be specified by the company and approved by the commissioner. 

(2) After March 27, 1978, any company may file with the commissioner a 
written notice of its election to comply with this subsection (g) after a 
specified date before January 1, 1968. After the filing of the notice, then upon 
the specified date, which shall be the operative date of this subsection (g) for 
the company, this subsection (g) shall become operative with respect to the 
industrial policies thereafter issued by the company. If a company makes no 
election, the operative date of this section for the company shall be January 
1, 1968. 

(h)(1) This subsection (h) applies to all policies issued on or after the 
operative date of this subsection (h) as defined in this subsection (h). Except 
as provided in subdivision (h)(7), the adjusted premiums for any policy shall 
be calculated on an annual basis and shall be the uniform percentage of the 
respective premiums specified in the policy for each policy year, excluding 
amounts payable as extra premiums to cover impairments or special hazards 
and also excluding any uniform annual contract charge or policy fee specified 
in the policy in a statement of the method to be used in calculating the cash 
surrender values and paid-up nonforfeiture benefits, that the present value, 
at the date of issue of the policy, of all adjusted premiums shall be equal to 
the sum of: 
(A) The then present value of the future guaranteed benefits provided 
for by the policy; 
(B) One percent (1%) of either the amount of insurance, if the insurance 
be uniform in amount, or the average amount of insurance at the 
beginning of each of the first ten (10) policy years; and 
(C) One hundred twenty-five percent (125%) of the nonforfeiture net 
level premium; 
provided, that in applying the percentage specified in subdivision (h)(1)(C), no 
nonforfeiture net level premium shall be deemed to exceed four percent (4%) of 
either the amount of insurance, if the insurance is uniform in amount, or the 
average amount of insurance at the beginning of each of the first ten (10) policy 
years. The date of issue of a policy for the purpose of this subsection (h) is the 
date as of which the rated age of the insured is determined. 

(2) The nonforfeiture net level premium shall be equal to the present 
value, at the date of issue of the policy, of the guaranteed benefits provided 
for by the policy divided by the present value, at the date of issue of the 
policy, of an annuity of one (1) per annum payable on the date of issue of the 
policy and on each anniversary of the policy on which a premium falls due. 

(3) In the case of policies that cause, on a basis guaranteed in the policy, 
unscheduled changes in benefits or premiums, or that provide an option for 
changes in benefits or premiums other than a change to a new policy, the 
adjusted premiums and present values shall initially be calculated on the 
assumption that future benefits and premiums do not change from those 
stipulated at the date of issue of the policy. At the time of the change in the 
benefits or premiums, the future adjusted premiums, nonforfeiture net level 
premiums and present values shall be recalculated on the assumption that 
future benefits and premiums do not change from those stipulated by the 
policy immediately after the change. 
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(4) Except as otherwise provided in subdivision (h)(7), the recalculated 
future adjusted premiums for the policy shall be the uniform percentage of 
the respective future premiums specified in the policy for each policy year, 
excluding amounts payable as extra premiums to cover impairments and 
special hazards, and also excluding any uniform annual contract charge or 
policy fee specified in the policy in a statement of the method to be used in 
calculating the cash surrender values and paid-up nonforfeiture benefits, 
that the present value, at the time of change to the newly defined benefits or 
premiums, of all the future adjusted premiums shall be equal to the excess 
of: 

(A) The sum of: 

(i) The then present value of the then future guaranteed benefits 
provided for by the policy; and 
(ii) The additional expense allowance, if any; over 

(B) The then cash surrender value, if any, or present value of any 
paid-up nonforfeiture benefit under the policy. 

(5) The additional expense allowance, at the time of the change to the 
newly defined benefits or premiums, shall be the sum of: 

(A) One percent (1%) of the excess, if positive, of the average amount of 
insurance at the beginning of each of the first ten (10) policy years 
subsequent to the change over the average amount of insurance prior to 
the change at the beginning of each of the first ten (10) policy years 
subsequent to the time of the most recent previous change, or, if there has 
been no previous change, the date of issue of the policy; and 

(B) One hundred twenty-five percent (125%) of the increase, if positive, 
in the nonforfeiture net level premium. 

(6) The recalculated nonforfeiture net level premium shall be equal to the 
result obtained by dividing A by B, where A equals the sum of the 
nonforfeiture net level premium applicable prior to the change times the 
present value of an annuity of one (1) per annum payable on each anniver- 
sary of the policy on or subsequent to the date of the change on which a 
premium would have fallen due had the change not occurred; and the 
present value of the increase in future guaranteed benefits provided for by 
the policy; and B equals the present value of an annuity of one (1) per annum 
payable on each anniversary of the policy on or subsequent to the date of 
change on which a premium falls due. 

(7) Notwithstanding any other provisions of this subsection (h) to the 
contrary, in the case of a policy issued on a substandard basis that provides 
reduced graded amounts of insurance so that, in each policy year, the policy 
has the same tabular mortality cost as an otherwise similar policy issued on 
the standard basis that provides higher uniform amounts of insurance, 
adjusted premiums and present values for the substandard policy may be 
calculated as if it were issued to provide the higher uniform amounts of 
insurance on the standard basis. 

(8)(A) Subject to subdivision (h)(8)(B), all adjusted premiums and present 

values referred to in this section shall: . 

(i) For all policies of ordinary insurance be calculated on the basis of: 
(a) The Commissioners 1980 Standard Ordinary Mortality Table; 
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or 
(b) At the election of the company for any one (1) or more specified 
plans of life insurance, the Commissioners 1980 Standard Ordinary 

Mortality Table with Ten-Year Select Mortality Factors; 

(ii) For all policies of industrial insurance be calculated on the basis 
of the Commissioners 1961 Standard Industrial Mortality Table; and 

(iii) For all policies issued in a particular calendar year be calculated 
on the basis of a rate of interest not exceeding the nonforfeiture interest 
rate as defined in this subsection (h) for policies issued in that calendar 
year. 

(B)G) At the option of the company, calculations for all policies issued in 
a particular calendar year may be made on the basis of a rate of interest 
not exceeding the nonforfeiture interest rate, as defined in this subsec- 
tion (h), for policies issued in the immediately preceding calendar year. 

(ii) Under any paid-up nonforfeiture benefit, including any paid-up 
dividend additions, any cash surrender value available, whether or not 
required by subsection (a), shall be calculated on the basis of the 
mortality table and rate of interest used in determining the amount of 
the paid-up nonforfeiture benefit and paid-up dividend additions, if any. 

(iii) A company may calculate the amount of any guaranteed paid-up 
nonforfeiture benefit, including any paid-up additions under the policy, 
on the basis of an interest rate no lower than that specified in the policy 
for calculating cash surrender values. 

(iv) In calculating the present value of any paid-up term insurance 
with accompanying pure endowment, if any, offered as a nonforfeiture 
benefit, the rates of mortality assumed may be not more than those 
shown in the Commissioners 1980 Extended Term Insurance Table for 
policies of ordinary insurance and not more than the Commissioners 
1961 Industrial Extended Term Insurance Table for policies of indus- 
trial insurance. 

(v) For insurance issued on a substandard basis, the calculation of 
any adjusted premiums and present values may be based on appropriate 
modifications of the tables mentioned in subdivision (h)(8)(B)(iv). 

(vi) For policies issued prior to the operative date of the valuation 
manual, any commissioners’ standard ordinary mortality tables, ad- 
opted after 1980 by the National Association of Insurance Commission- 
ers, that are approved by regulation promulgated by the commissioner 
for use in determining the minimum nonforfeiture standard may be 
substituted for the Commissioners 1980 Standard Ordinary Mortality 
Table with or without Ten-Year Select Mortality Factors or for the 
Commissioners 1980 Extended Term Insurance Table. For policies 
issued on or after the operative date of the valuation manual the 
valuation manual shall provide the commissioners’ standard mortality 
table for use in determining the minimum nonforfeiture standard that 
may be substituted for the Commissioners 1980 Standard Ordinary 
Mortality Table with or without Ten-Year Select Mortality Factors or for 
the Commissioners 1980 Extended Term Insurance Table. If the com- 
missioner approves by regulation any commissioners’ standard ordinary 
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mortality table adopted by the National Association of Insurance Com- 
missioners for use in determining the minimum nonforfeiture standard 
for policies issued on or after the operative date of the valuation manual 
then that minimum nonforfeiture standard supersedes the minimum 
nonforfeiture standard provided by the valuation manual. 

(vii) For policies issued prior to the operative date of the valuation 
manual, any commissioners’ standard industrial mortality tables, ad- 
opted after 1980 by the National Association of Insurance Commission- 
ers, that are approved by regulation promulgated by the commissioner 
for use in determining the minimum nonforfeiture standard may be 
substituted for the Commissioners 1961 Standard Industrial Mortality 
Table or the Commissioners 1961 Industrial Extended Term Insurance 
Table. For policies issued on or after the operative date of the valuation 
manual the valuation manual shall provide the commissioners’ stan- 
dard mortality table for use in determining the minimum nonforfeiture 
standard that may be substituted for the Commissioners 1961 Standard 
Industrial Mortality Table or the Commissioners 1961 Industrial Ex- 
tended Term Insurance Table. If the commissioner approves by regula- 
tion any commissioners’ standard industrial mortality table adopted by 
the National Association of Insurance Commissioners for use in deter- 
mining the minimum nonforfeiture standard for policies issued on or 
after the operative date of the valuation manual then that minimum 
nonforfeiture standard supersedes the minimum nonforfeiture standard 
provided by the valuation manual. 

(9A) For policies issued prior to the operative date of the valuation 

manual, the nonforfeiture interest rate per annum for any policy issued in 

a particular calendar year shall be equal to one hundred twenty-five 

percent (125%) of the calendar year statutory valuation interest rate for 

such policy as defined in the Standard Valuation Law, rounded to the 

nearer one quarter of one percent (0.25%). 

(B) For policies issued on or after the operative date of the valuation 
manual the nonforfeiture interest rate per annum for any policy issued in 

a particular calendar year shall be provided by the valuation manual. 

(10) Notwithstanding any other provision in this code to the contrary, any 
refiling of nonforfeiture values or their methods of computation for any 
previously approved policy form that involves only a change in the interest 
rate or mortality table used to compute nonforfeiture values shall not 
require refiling of any other provisions of that policy form. 

(11) After April 1, 1982, any company may file with the commissioner a 
written notice of its election to comply, with respect to any plan of insurance, 
with this subsection (h) after a specified date before January 1, 1989, which 
shall be the operative date of this subsection (h) for that plan of insurance for 
the company. If a company makes no election with respect to any plan of 
insurance, the operative date of this subsection (h) for that plan of insurance 
issued by the company shall be January 1, 1989. 

(i) In the case of any plan of life insurance that provides for future premium 
determination, the amounts of which are to be determined by the insurance 
company based on then estimates of future experience, or in the case of any 
plan of life insurance that is of such a nature that minimum values cannot be 
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determined by the methods described in subsections (a)-(h), then: 

(1) The commissioner must be satisfied that the benefits provided under 
the plan are substantially as favorable to policyholders and insureds as the 
minimum benefits otherwise required by subsections (a)-(h); 

(2) The commissioner must be satisfied that the benefits and the pattern 
of premiums of that plan are not such as to mislead prospective policyholders 
or insureds; and 

(3) The cash surrender values and paid-up nonforfeiture benefits provided 
by the plan must not be less than the minimum values and benefits required 
for the plan computed by a method consistent with the principles of this 
Standard Nonforfeiture Law for Life Insurance, as determined by regula- 
tions promulgated by the commissioner. 

(j) Any cash surrender value and any paid-up nonforfeiture benefit, avail- 
able under the policy in the event of default in a premium payment due at any 
time other than on the policy anniversary, shall be calculated with allowance 
for the lapse of time and the payment of fractional premiums beyond the last 
preceding policy anniversary. All values referred to in subsections (c)-(h) may 
be calculated upon the assumption that any death benefit is payable at the end 
of the policy year of death. The net value of any paid-up additions, other than 
paid-up term additions, shall be not less than the amounts used to provide the 
additions. Notwithstanding subsection (c), additional benefits payable in the 
circumstances in subdivisions (j)(1)-(6) shall be disregarded in ascertaining 
cash surrender values and nonforfeiture benefits required by this section, and 
no additional benefits shall be required to be included in any paid-up 
nonforfeiture benefits: 

(1) In the event of death or dismemberment by accident or accidental 
means; 

(2) In the event of total and permanent disability; 

(3) As reversionary annuity or deferred reversionary annuity benefits; 

(4) As term insurance benefits provided by a rider or supplemental policy 
provision to which, if issued as a separate policy, this section would not 
apply; 

(5) As term insurance on the life of a child or on the lives of children 
provided in a policy on the life of a parent of the child, if the term insurance 
expires before the child is twenty-six (26) years of age, is uniform in amount 
after the child is one (1) year of age, and has not become paid-up by reason 
of the death of a parent of the child; and 

(6) As other policy benefits additional to life insurance and endowment 
benefits, and premiums for all the additional benefits. 

(k)(1) This subsection (k), in addition to all other applicable subsections, 

applies to all policies issued on or after January 1, 1986. Any cash surrender 

value available under the policy in the event of default in a premium 
payment due on any policy anniversary shall be in an amount that does not 
differ by more than two tenths of one percent (0.2%) of either the amount of 
insurance, if the insurance be uniform in amount, or the average amount of 
insurance at the beginning of each of the first ten (10) policy years, from the 
sum of: 

(A) The greater of zero (0) and the basic cash value specified in 

subdivision (k)(2); and 
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(B) The present value of any existing paid-up additions less the amount 
of any indebtedness to the company under the policy. 

(2) The basic cash value shall be equal to the present value, on the 
anniversary, of the future guaranteed benefits that would have been pro- 
vided for by the policy, excluding any existing paid-up additions and before 
deduction of any indebtedness to the company, if there had been no default, 
less the then present value of the nonforfeiture factors, corresponding to 
premiums that would have fallen due on and after the anniversary; 
provided, that the effects on the basic cash value of supplemental life 
insurance or annuity benefits or of family coverage, as described in subsec- 
tion (c) or (e), whichever is applicable, shall be the same as are the effects 
specified in subsection (c) or (e), whichever is applicable on the cash 
surrender values defined in that subsection. 

(3) The nonforfeiture factor for each policy year shall be an amount equal 
to a percentage of the adjusted premium for the policy year, as defined in 
subsection (e) or (h), whichever is applicable. Except as is required by the 
next succeeding sentence of this subdivision (k)(3), such percentage: 

(A) Must be the same percentage for each policy year between the 
second policy anniversary and the later of: 
(i) The fifth policy anniversary; and 
(ii) The first policy anniversary at which there is available under the 
policy a cash surrender value in an amount, before including any 
paid-up additions and before deducting any indebtedness, of at least two 
tenths of one percent (0.2%) of either the amount of insurance, if the 
insurance be uniform in amount, or the average amount of insurance at 
the beginning of each of the first ten (10) policy years; and 
(B) Must be such that no percentage after the later of the two (2) policy 
anniversaries specified in subdivision (k)(3)(A) may apply to fewer than 
five (5) consecutive policy years; 
provided, that no basic cash value may be less than the value that would be 
obtained if the adjusted premiums for the policy, as defined in subsection (e) 
or (h), whichever is applicable, were substituted for the nonforfeiture factors 
in the calculation of the basic cash value. 

(4) All adjusted premiums and present values referred to in this section 
shall for a particular policy be calculated on the same mortality and interest 
bases as are used in demonstrating the policy’s compliance with the other 
subsections of this section. The cash surrender values referred to in this 
section include any endowment benefits provided for by the policy. 

(5) Any cash surrender value available other than in the event of default 
in a premium payment due on a policy anniversary, and the amount of any 
paid-up nonforfeiture benefit available under the policy in the event of 
default in a premium payment shall be determined in manners consistent 
with the manners specified for determining the analogous minimum 
amounts in subsections (a)-(d), (h) and Qj). The amounts of any cash 
surrender values and of any paid-up nonforfeiture benefits granted in 
connection with additional benefits, such as those listed as subdivisions 
(j)(1)-(6), shall conform with the principles of this subsection (k). 

(/)(1) This section does not apply to any of the following: 
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(A) Reinsurance; 

(B) Group insurance; 

(C) Pure endowment; 

(D) Annuity or reversionary annuity contract; 

(EK) Any term policy of uniform amount that provides no guaranteed 
nonforfeiture or endowment benefits, or renewal of the policy, of twenty 
(20) years or less expiring before the insured is seventy-one (71) years of 
age, for which uniform premiums are payable during the entire term of the 
policy; 

(F) Any term policy of decreasing amount that provides no guaranteed 
nonforfeiture or endowment benefits, on which each adjusted premium, 
calculated as specified in subsections (e), (f), (g) and (h), is less than the 
adjusted premium so calculated, on a term policy of uniform amount, 
renewal of the policy, that provides no guaranteed nonforfeiture or 
endowment benefits, issued at the same age and for the same initial 
amount of insurance and for a term of twenty (20) years or less expiring 
before the insured is seventy-one (71) years of age, for which uniform 
premiums are payable during the entire term for the policy; 

(G) Any policy that provides no guaranteed nonforfeiture or endowment 
benefits, for which no cash surrender value, if any, or present value of any 
paid-up nonforfeiture benefit, at the beginning of any policy year, calcu- 
lated as specified in subsections (c), (d), (e), (f), (g) and (h), exceeds two and 
one half percent (2.5%) of the amount of insurance at the beginning of the 
same policy year; or 

(H) Any policy that is delivered outside this state through an agent or 
other representative of the company issuing the policy. 

(2) For purposes of determining the applicability of this section, the age at 
expiry for a joint term life insurance policy shall be the age at expiry of the 
oldest life. 

(m) Nothing in this section shall be held to prohibit a company from 
continuing a policy in force by virtue of an automatic loan provision in the 
policy. 

(n) Except as provided in subsections (f) and (g), any company may file with 
the commissioner a written notice of its election to comply with this section 
after a certain date, which shall be specified in the notice. After the filing of the 
notice, then upon the specified date, which shall be the operative date for the 
company, this section shall become operative with respect to the policies 
thereafter issued by the company. If a company has not made such an election, 
the operative date of this section for the company shall be January 1, 1962. 

(o) “Operative date of the valuation manual” means the January 1 of the 
first calendar year that the valuation manual is effective as defined in 
§ 56-1-914. 
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action against them. 136 A.L.R. 21. 

Notice to insured of insufficiency to meet 
premiums of cash or loan value, reserve or 
dividends. 140 A.L.R. 683. 
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‘Preliminary term provision in whole life 
policy, validity and effect of, as regards compu- 
tation of cash surrender value. 143 A.L.R. 1072. 

Receipt of check for insurance premium as 
preventing forfeiture for nonpayment. 50 
A.L.R.2d 630. 

Reformation of policy because of insurer’s 
mistake in computing cash or surrender value. 
125 A.L.R. 1071. 

Revocability by insured of provisions respect- 
ing payment of proceeds. 171 A.L.R. 758. 

Table of insurance values contained in policy, 
conclusiveness or controlling effect of. 116 
A.L.R. 793. 


POLICIES AND POLICYHOLDERS 


56-7-502 


Usury, effect of commission paid to insurance 
agent to secure loan on policy. 21 A.L.R. 797, 53 
A.L.R. 743, 63 A.L.R. 823, 105 A.L.R. 795, 52 
A.L.R.2d 703. 

Validity of option provisions in life insurance 
policy which vary from (or add to, or exclude) 
statutory provisions. 26 A.L.R. 103, 115 A.L.R. 
1389; 115 A.L.R. 1389. 

Validity of provisions of life insurance policy 
which discriminate, as regards options allowed, 
between borrowing and nonborrowing insur- 
ants. 106 A.L.R. 1537. 

Waiver by insured of statutory provisions as 
to. 9 A.L.R.2d 1436. 





PART 5 
CONTINGENT AND MORTALITY CONTRACTS 


56-7-501. Contingent or mortality contracts — Dividing policyholders 
or members into classes and paying benefits to oldest 
member of class prohibited — Exceptions. 


No life insurance company, fraternal benefit society, order or association 
authorized to do business in this state shall hereafter be permitted to issue 
policies, certificates or contracts to policyholders or members providing for the 
establishment of its policyholders or members into divisions and classes for the 
purpose of providing for the payment of benefits from special funds created for 
that purpose to the oldest member of the division and class or to the member 
of the division and class whose policy has been in force the longest period of 
time, upon the death of a member in the division and class; provided, that any 
life insurance company, fraternal benefit society, order or association hereto- 
fore issuing policies, certificates, or contracts on this plan in this state may 
continue so to do on condition that the life insurance company, fraternal benefit 
society, order or association shall not hereafter establish its policyholders or 
members into divisions or classes, other than the divisions or classes actually 
containing subsisting policies or certificates on February 23, 1939. No division 
of any class shall contain more than twenty-six (26) policyholders. No addi- 
tional policyholder or policyholders shall ever be added to any of the divisions 
in this state because of vacancy or vacancies created by lapsed policies, death 
or otherwise, and no policyholder or policyholders shall be added in this state 
to any of the divisions under any circumstances. 


insurance benefits, insurer’s duty to request 
information, § 68-11-219. 


History. 
Acts 1939, ch. 31, § 1; mod. C. Supp. 1950, 


459.1; T.C.A. (orig. ed. -1125. 
§ 6459.1; T.C.A. (orig. ed.), § 56-1125 Section to Section References. 


This section is referred to in §§ 56-7-502, 
56-7-503. 


Cross-References. 
Payment to health care agency of assigned 


56-7-502. Contingent and mortality endowment contracts — Promis- 
ing particular number or position in class or to division to 
policyholder prohibited — Penalty. 


(a) No agent or organizer of any life insurance company, fraternal benefit 
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society, order or association referred to in § 56-7-501 shall promise any 
particular number or position in class or division to any existing policyholder 
of contingent or mortality endowment contracts, as described in § 56-7-501. 

(b) For violation of this section, agents shall be subject to revocation of 
license or shall pay a fine of fifty dollars ($50.00) on each individual violation, 
following a hearing before the commissioner; and, in the commissioner’s 
discretion, the company that the agent represents shall be liable, following 
repeated violations by its agents operating in this state, to a fine not exceeding 
a total of two hundred fifty dollars ($250) in the commissioner’s discretion 
following a hearing. 


History. § 6459.2; impl. am. Acts 1971, ch. 187, § 2; 
Acts 1939, ch. 31, § 2; mod. C. Supp. 1950, ~—‘T-C.A. (orig. ed.), § 56-1126. 


56-7-503. Commissioner to make orders for enforcement of contingent 
and mortality endowment contracts. 


The commissioner has authority, upon examination and investigation of any 
companies writing the contracts referred to in § 56-7-501, to make orders the 
commissioner finds necessary from time to time to carry out the duties imposed 
upon the commissioner by law and by this part; but the orders shall not include 
authority to order the company to return premiums collected during the period 
and prior to the order. 


History. § 6459.3 (Williams, § 6459.4); impl. am. Acts 
Acts 1939, ch. 31, § 4; C. Supp. 1950, 1971, ch. 137, § 1; T.C.A. (orig. ed.), § 56-1127. 
PART 6 


AFFORDABLE HEALTH INSURANCE FOR THE 
UNINSURED. [OBSOLETE] 


56-7-601. [Obsolete.] 


Code Commission Notes. Former § 56-7- ing group life insurance, were transferred to 
601, concerning the development of a proposal §§ 56-7-2305 and 56-7-2306 by Acts 1992, ch. 
to extend affordable health insurance plan ben- 984, § 1, effective upon the 1994 replacement 


efits to the uninsured, was deleted as obsolete _ of this volume. See the parallel reference table 
by the code commission in 2008. following § 56-7-2301. 


Compiler’s Notes. 
Former §§ 56-7-601 and 56-7-602, concern- 


PART 7 
INDUSTRIAL INSURANCE 


56-7-701. “Industrial life insurance” defined. 


“Industrial life insurance,” as used in §§ 56-7-702 — 56-7-704, means that 
form of life insurance, the policies for which include the words “industrial 
policy” as part of the descriptive matter; and: | 

(1) Under which the premiums are payable weekly; or 
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(2) Under which the premiums are payable monthly or more often, but 
less often than weekly, if the face amount of the insurance provided in the 
policy is one thousand dollars ($1,000) or less. 


History. This section is referred to in § 56-7-702. 
Acts 1945, ch. 27, § 1; C. Supp. 1950, 
§ 6447.1; T.C.A. (orig. ed.), § 56-1128. Textbooks. 
Tennessee Jurisprudence, 15 Tenn. Juris., 
Section to Section References. Insurance, § 16. 
Sections 56-7-701 — 56-7-704 are referred to 
in § 56-7-704. 


56-7-702. Definitions — Provisions required in all industrial life insur- 
ance policies. 


(a) Definitions. As used in this section: 

(1) “Insurer” means any person, firm, corporation, partnership, associa- 
tion, trust, or other entity of any type engaged as a principal in the business 
of insurance in this state; 

(2) “Policyowner,” absent any policy provision to the contrary, means the 
person who, according to the insurer’s records, has the right to change the 
beneficiary under the policy; provided, that nothing in this section shall be 
construed to limit the rights of any assignee of a small insurance policy to 
enforce any assignment pursuant to its terms, or to prohibit an insurer from 
recognizing the assignment according to its terms; and 

(3) “Small policy,” “small insurance policy,” or “small insurance” means 
any life insurance policy issued after April 1, 1980, that meets the definition 
of “industrial life insurance” in § 56-7-701. For the purposes of this subdi- 
vision (a)(3), “face amount” does not include payments contingent upon: 

(A) Time elapsing before the insured’s death; 
(B) Cause of the insured’s death; or 
(C) Circumstances of the insured’s death. 

(b) Small Insurance Policy Law of 1979. After April 1, 1980, except the 
provisions required by subdivision (b)(15), all industrial life insurance policies 
delivered or issued for delivery in this state shall contain provisions not less 
favorable to the policyowner than the following: 

(1) A provision that the insured is entitled to a grace period of four (4) 
weeks within which the payment of any premium after the first may be 
made, except that in policies for which premiums are payable monthly, the 
period of grace shall be either one (1) month or thirty (30) days; during which 
period of grace the policy shall continue in full force; but in case the policy 
becomes a claim within the grace period before the overdue premiums are 
paid, the amount of the overdue premiums may be deducted in any 
settlement under the policy; 

(2) A provision that the policy constitutes the entire contract between the 
parties, or a provision that the policy and the application for the policy 
constitute the entire contract between the parties; and in the latter case the 
policy must contain a provision that all statements made by the insured 
shall, in the absence of fraud, be deemed to be representations and not 
warranties. No statement in the application shall be used to avoid the policy 
unless a copy of the application has been attached to and made a part of the 
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policy when issued; 

(3) A provision that the policy shall be incontestable after it has been in 
force during the lifetime of the insured for a specified period, not more than 
two (2) years from its date except for nonpayment of premiums and except 
for violations of conditions of the policy relating to naval and military 
services in time of war; 

(4) A provision that if it is found that the age of the person insured, or the 
age of any other person considered in determining the premium, has been 
misstated, any amount payable or benefit accruing under the policy shall be 
such as the premium paid would have purchased at the correct age or ages; 

(5) If a participating policy, a provision indicating the conditions under 
which the company shall periodically ascertain and apportion any divisible 
surplus accruing on the policy; 

(6) A provision that will provide for a stipulated form of insurance in the 
event of default of premium payments after premiums have been paid for 
three (3) full years; and a provision that, in the event of default in premium 
payments after premiums have been paid for three (3) full years, there shall 
be a specified cash surrender value available in lieu of the stipulated form of 
insurance, and the amount of which stipulated cash value shall not be less 
than the reserve on the policy and any dividend additions thereto, if any, at 
the end of the last completed quarter of the policy year for which premiums 
have been paid, the policy to specify a mortality table, rate of interest and 
method of valuation adopted to compute such reserve, exclusive of any 
reserve on disability benefits and accidental death benefits, less a maximum 
percentage of not more than two and one half percent (2.5%) of the maximum 
cash amount insured by the policy and dividend addition thereto, if any, 
when the issue age is under ten (10) years, and less a maximum percentage 
of not more than two and one half percent (2.5%) of the current cash amount 
insured by the policy and dividend additions thereto, if any, if the issue age 
is ten (10) years or older, and less any existing indebtedness to the company 
on or secured by the policy; 

(7) Aprovision, if the policy provides for more than one (1) stipulated form 
of insurance, for a period of not less than sixty (60) days from date of 
defaulted premium within which the insured shall be entitled to notify the 
company in writing of the insured’s election of an option, it being expressly 
stated as to which option will automatically apply in the event of the 
insured’s failure to notify the company of the selection within the stipulated 
period; 

(8) A provision that the policy may be surrendered to the company at its 
home office within a period of not less than sixty (60) days after the due date 
of the defaulted premium for the specified cash value; provided, that the 
insurer may defer payment for not more than six (6) months after the 
application for the payment is made; 

(9) A provision that if, in the event of default in premium payments, the 
value of the policy shall be applied to the purchase of other insurance; and 
if the insurance is in force and the original policy has not been surrendered 
to the company and cancelled, the policy may be reinstated within three (3) 
years from the default upon evidence of insurability satisfactory to the 
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company and payment of arrears of premiums, with interest; 

(10) A table showing in figures the nonforfeiture options and loan values 
available under the policy every year upon default in payment of premiums 
during at least the first twenty (20) years of the policy, the table to begin with 
the year in which the values become available, and a provision that the 
company will furnish upon request an extension of the table beyond the 
years shown in the policy; 

(11) A provision that when a policy becomes a claim by the death of the 
insured, settlement shall be made upon receipt of due proof of death and not 
later than two (2) months after receipt of proof; 

(12) A title on the face of the policy briefly describing its form; 

(13) A provision that no agent shall have the power or authority to waive, 
change or alter any of the terms or conditions of any contract delivered or 
issued for delivery; 

(14) A space on the front or back page of the policy for the name of the 
beneficiary designated, with a reservation of the right to designate or change 
the beneficiary after the issuance of the policy. The policy may also provide 
that no designation or change of beneficiary shall be binding on the insurer 
until endorsed on the policy by the insurer, and that the insurer may refuse 
to endorse the name of any proposed beneficiary who does not appear to the 
insurer to have an insurable interest in the life of the insured. The policy 
may also contain a provision that if the beneficiary designated in the policy 
does not surrender the policy with due proof of death within the period 
stated in the policy, which shall not be less than thirty (30) days after the 
death of the insured, or if the beneficiary is the estate of the insured or is a 
minor, or dies before the insured or is not legally competent to give valid 
release, then the insurer may make payment under the policy to the executor 
or administrator of the insured, or to any of the insured’s relatives by blood 
or legal adoption or connection by marriage, or to any person appearing to 
the insurer to be equitably entitled to the payment by reason of having been 
named beneficiary, or by reason of having incurred expense for the mainte- 
nance, medical attention or burial of the insured; 

(15) A provision in policies issued after July 1, 1980, that after three (3) 
full years’ premiums have been paid the company at any time while the 
policy is in force will advance on proper assignment of the policy and on the 
sole security of the policy, at a specified rate of interest, a sum equal to, or, 
at the option of the policyowner, less than the amount required by § 56-7- 
2309 under the conditions specified by § 56-7-2309; and that the company 
will deduct from the loan value any existing indebtedness on the policy and 
any unpaid balance of the premium for the current policy year, and may 
collect interest in advance on the loan to the end of the current policy year; 
provided, that nothing in this subdivision (b)(15) shall require a policy loan 
in an amount less than twenty-five dollars ($25.00). It shall be further 
stipulated in the policy that failure to repay the advance or to pay interest 
shall not void the policy unless the total indebtedness on the policy to the 
company equals or exceeds the loan value at the time of the failure, nor until 
one (1) month after written notice has been mailed or otherwise delivered by 
the company to the last known address of the policyowner and of the 
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assignee, if any. No condition other than as provided in this subdivision 
(b)(15) or in § 56-7-2309 shall be exacted as a prerequisite to the advance. 
This provision shall not be required in term insurances; 

(16) A provision that all premiums shall be payable in advance either at 
the home office of the company or to any agent of the company upon delivery 
of a receipt signed by one (1) or more of the officers who shall be named in the 
policy; 

(17) A provision stating clearly, understandably and conspicuously in 
substance that the policyowner shall be permitted to return it within a 
period of not less than ten (10) days of its delivery to the policyowner and to 
have the premium paid by the policyowner refunded if the policyowner so 
elects. If the policyowner returns the policy to the insurer, the policy shall be 
void from the beginning, the parties shall be in the same position as if no 
policy had been issued and the insurer shall promptly refund any premiums 
collected in connection with the policy; 

(18)(A) One (1) of the following provisions: 

(i) That if the policyowner pays in one (1) sum premiums in advance 
of their due date by not fewer than fifty-two (52) weeks from the due 
date, the insurer shall provide a discount at a rate that the insurer shall 
determine not less frequently than annually; provided, that if the 
policyowner secures a refund of any portion of the premiums within the 
period in which they are prepaid, the insurer may set off against the 
refund an amount not in excess of the amount of the discount; or 

(ii) That if the policyowner has paid in one (1) sum premiums in 
advance of the due date of the premiums for a period of at least fifty-two 
(52) weeks from the due date, the insurer shall provide a refund in cash 
or in premium credit, as the policyowner may elect, at the end of that 
period at a rate that the insurer shall determine not less frequently than 
annually, which rate the insurer shall make available to its policyown- 
ers upon request, if the premiums have not been withdrawn by the 
policyowner during the period of not fewer than fifty-two (52) weeks; 
(B) One (1) of the following provisions: 

(i) That if the policyowner pays in one (1) sum premiums in advance 
of the due date of the premiums by not fewer than twenty-six (26) weeks 
from the due date, the insurer shall provide a discount at a rate that the 
insurer shall determine not less frequently than annually; provided, 
that if the policyowner secures refund of any portion of the premiums 
within the period in which they are prepaid, the insurer may set off 
against the refund an amount not in excess of the amount of the 
discount; and provided, further, that nothing in this subsection (b) shall 
require the insurer to provide any discount in an amount of less than 
four dollars ($4.00); or 

(ii) That if the policyowner has paid in one (1) sum premiums in 
advance of the due date of the premiums for a period of at least 
twenty-six (26) weeks from the due date, the insurer shall provide a 
refund in cash or in premium credit, as the policyowner may elect, at the 
end of that period at a rate that shall be determined by the insurer not 
less frequently than annually, which rate the insurer shall make 
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available to its policyowners upon request, if the premiums have not 

been withdrawn by the policyowner during the period of not fewer than 

twenty-six (26) weeks; provided, that nothing in this subsection (b) shall 
require the insurer to provide any refund in an amount less than four 
dollars ($4.00). 

(c) Requirements and Prohibitions. 

(1) No insurer shall offer, sell, issue, or deliver within this state any small 
insurance policy unless and until there has been compliance as to the policy 
with each provision of this section and the regulations adopted pursuant to 
this section; 

(2)(A) No small insurance policy shall contain any of the provisions 

prohibited by § 56-7-2308; 

(B) No small insurance policy shall exclude or restrict the payment of 
the face amount by reason of the fact that the death of the insured 
occurred due to the act of another; 

(3) Every small insurance policy shall be subject to the requirements of 
§ 56-7-2311, and as a part of the approval, the insurer shall be required to 
sustain the burden of satisfying the commissioner that the policy complies 
with this section. The commissioner shall disapprove any form if it contains 
provisions that are misleading, deceptive or encourage misrepresentation of 
the coverage or are contrary to this title or of any rule or regulation 
promulgated under this title; 

(4) Each of the optional benefits and charges provided under a small 
insurance policy shall be separately priced, and the prices shall be set forth 
in the policy in a clear, conspicuous and understandable manner; 

(5) No small insurance policy shall be delivered or issued for delivery in 
this state, nor shall any endorsement, rider, or application be used in 
connection with the policy until a copy of the form and of the premium rates 
for the policy have been filed with the commissioner; 

(6) No insurer shall deliver a small policy in this state unless the company 
has first taken the written application of the insured or proposed policy- 
owner on an application form theretofore approved by the commissioner. The 
application shall contain an acknowledgment by the applicant that the 
applicant has reviewed the life insurance program, disclosures by the 
applicant of the total face amount of insurance and the number of policies on 
the life of the applicant and the proposed insured, if the proposed insured is 
a person other than the applicant, and an acknowledgment that the 
applicant is aware of the relationship of the cost of the insurance program to 
the applicant’s total income. 

(d) Enforcement. 

(1) Any insurer who fails to comply with any requirement imposed under 
this section with respect to any person is liable to the person, in a private 
right of action, in an amount equal to the sum of: 

(A) Any actual damage sustained by the person as a result of the 
failure; and 

(B) The court may grant equitable and declaratory relief necessary to 
enforce the requirements of this section; 

(2) In addition to other applicable provisions, compliance with this section 
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shall also be enforced by the commissioner. A violation of this section shall be 
punishable by a civil penalty not to exceed five hundred dollars ($500) for 
each offense; 

(3) The failure of an insurer to comply with this section shall not 
invalidate the policy, and the violation shall not provide a defense to the 
insurer as to any claim brought by the holder. 

(e) Miscellaneous Provisions. 

(1) Approvals heretofore granted all small insurance policies filed and 
approved under § 56-7-2311, or any predecessor, shall be withdrawn on 
April 1, 1980, and no policy form shall be issued after that date unless the 
policy has first been filed and approved in accordance with law; 

(2) When any small insurance policy provides for weekly premium pay- 
ments, there may be a provision that upon proper notice to the insurer, while 
premiums on the policy are not in default beyond the grace period, of the 
intention to pay future premiums directly to the insurer at its home office or 
any office designated by the insurer for the purpose, the insurer will, at the 
end of each period of a year from the due date of the first premium so paid, 
for which period the premiums are so paid continuously without default 
beyond the grace period, refund a stated percentage of the premiums in an 
amount that fairly represents the savings in collection expense. 


History. 

Acts 1945, ch. 27, § 2; mod. C. Supp. 1950, 
§ 6447.2; Acts 1979, ch. 398, §§ 1-6; T.C.A. 
(orig. ed.), § 56-1129. 


Section to Section References. 

Sections 56-7-701 — 56-7-704 are referred to 
in § 56-7-704. 

Sections 56-7-702 — 56-7-704 are referred to 
in § 56-7-701. 

This section is referred to in 56-7-703, 56-7- 
2309. 


Textbooks. 
Tennessee Jurisprudence, 15 Tenn. Juris., 
Insurance, § 17. 


Law Reviews. 
Insurance (Robert W. Sturdivant), 6 Vand. L. 
Rev. 1068. | 


Collateral References. 

Suicide clause of life or accident insurance as 
affected by incontestable clause. 37 A.L.R.3d 
Sar. 


56-7-703. Industrial life insurance policies to which preceding section 
inapplicable — Provisions in addition to other require- 


ments. 


The requirements of § 56-7-702 shall not be applicable as follows: 
(1) When an industrial life insurance policy is issued providing for 


accident and/or health benefits, in addition to natural death benefits, the 
requirements of § 56-7-702 shall apply only to the life insurance portion of 
the policy; 

(2) Any of § 56-7-702(a) not applicable to nonparticipating or term 
policies shall to that extent not be incorporated into the policies. Section 
56-7-702(a) does not apply to policies issued or granted pursuant to the 
nonforfeiture provisions described in § 56-7-702(b)(6)-(8); and in the case of 
any company that elects to comply with §§ 56-7-401 and 56-7-702(b)(6)-(8) 
and (10) shall apply only to policies issued prior to the operative date of 
§ 56-7-401. Furthermore, in the case of term insurance policies of twenty 
(20) years or less that are not subject to §§ 56-7-401 and 56-7-702(b)(6)-(8) 
shall not be required, but the term policies shall specify the mortality table, 
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rate of interest, and method of valuation for computing reserves; 

(3) The provisions of § 56-7-702 are in addition to, and not in lieu of, other 
provisions that may now or hereafter be contained in policies delivered or 
issued for delivery in this state, unless the provisions are wholly inconsistent 
with and repugnant to the provisions set out in § 56-7-702. 


History. Sections 56-7-702 — 56-7-704 are referred to 
Acts 1945, ch. 27, § 3; 1947, ch. 218,§ 1;C. in § 56-7-701. 

Supp. 1950, § 6447.3; Acts 1979, ch. 398, § 9; 

T.C.A. (orig. ed.), § 56-1130. 


Section to Section References. 
Sections 56-7-701 — 56-7-704 are referred to 
in § 56-7-704. 


56-7-704. Provisions in industrial life insurance policies more favor- 
able to policyholder permissible. 


Any industrial life insurance contracts may be delivered or issued for 
delivery in this state, which contracts contain provisions more favorable to the 
policyholder than those required by §§ 56-7-701 — 56-7-704, and nothing in 
§§ 56-7-701 — 56-7-704 shall be construed as prohibiting more favorable 
provisions. 


History. Section to Section References. 
Acts 1945, ch. 27, § 4; C. Supp. 1950, Sections 56-7-702 — 56-7-704 are referred to 
§ 6447.4; T.C.A. (orig. ed.), § 56-1131. in § 56-7-701. 


56-7-705. Misrepresentations as to terms, benefits, or advantages of 
industrial life, health or accident insurance policies for- 
bidden — “Industrial insurance” defined. 


No insurance company or association transacting an industrial life, health, 
or accident business in this state, and no officer, director, or agent thereof, shall 
knowingly issue, circulate, or cause to be issued or circulated, any estimate, 
illustration, circular, or statement of any sort misrepresenting the terms of any 
policy issued by it, or the benefits or advantages promised by the policy, or 
dividends or shares or surplus to be received on the policy, or shall use any 
name or title of any policy or class of policies that misrepresent the true nature 
of the policy; provided, that “industrial insurance”, as used in this section, 
means insurance on which the premiums are payable in weekly installments. 


History. Collateral References. 

Acts 1917, ch. 7, § 1; Shan., § 3369a150; Misrepresentations by agent to applicant, 
Code 1932, § 6443; T.C.A. (orig. ed.), § 56- insured or beneficiary, as basis of action by 
1132; Acts 1989, ch. 591, § 113. them, other than on policy itself or as defense to 


PranaHateranten action against them. 136 A.L.R. 5. 


Penalty for violation, § 56-7-709. 


Section to Section References. 
Sections 56-7-705 — 56-7-708 are referred to 
in § 56-7-709. 
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56-7-706. Premiums or assessments for industrial or fraternal insur- 
ance not to be received after insolvency. 


No officer, director, or agent of an insurance company or association 
transacting an industrial insurance business in this state shall knowingly and 
willfully receive any premium or assessment on behalf of any industrial 
insurance company or association or fraternal organization, knowing at the 
time of receipt of the premium or assessment that the company or association 
is insolvent according to the laws of the state of the organization of the 
company, without giving notice to the person paying the premium or assess- 
ment. 


History. Section to Section References. 

Acts 1917, ch. 7, § 2; Shan., § 3369a151; Sections 56-7-705 — 56-7-708 are referred to 
Code 1932, § 6444; T.C.A. (orig. ed.), § 56- in § 56-7-709. 
1133; Acts 1989, ch. 591, § 1138. 


Cross-References. 
Penalty for violation, § 56-7-709. 


56-7-707. Industrial or fraternal insurance policies or certificates not 
to be issued to unhealthy persons. 


No officer, director, agent, physician, or other person shall, with intent to 
defraud, knowingly issue or cause to be issued or aid in issuing an industrial 
policy or benefit certificate to any infirm or unhealthy person who is not in 
insurable condition, nor aid in reinstating in membership or policy standing 
any infirm or unhealthy person. 


History. Section to Section References. 

Acts 1917, ch. 7, § 2; Shan., § 3369a152; Sections 56-7-705 — 56-7-708 are referred to 
Code 1932, § 6445; T.C.A. (orig. ed.), § 56- in § 56-7-709. 
1134; Acts 1989, ch. 591, § 113. 


Cross-References. 
Penalty for violation, § 56-7-709. 


56-7-708. Fraudulent statements in application or claim under indus- 
trial or fraternal insurance forbidden. 


No person shall knowingly or willfully make or aid in making any false or 
fraudulent statement of any material fact or thing in any written statement or 
certificate for the purpose of procuring or attempting to procure the payment 
of any false or fraudulent claim against any industrial insurance company or 
fraternal or benefit association, and no person shall make any false or 
fraudulent statement in any application for insurance, or as to the death or 
disability of the policy or certificate holder for the purpose of obtaining any 
money or benefit from the industrial insurance company or fraternal or benefit 
association licensed to do business in this state. 


History. Code 1932, § 6446; T.C.A. (orig. ed.), § 56- 
Acts 1917, ch. 7, § 3; Shan., § 3369a153; 11385; Acts 1989, ch. 591, § 113. 
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Cross-References. 
Penalty for violation, § 56-7-709. 


Section to Section References. 
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Collateral References. 
Materiality and effect of false statements by 
applicant as to previous cancellations or rejec- 


Sections 56-7-705 — 56-7-708 are referred to "0nS: 66 A-L.R.3d 749. 


in § 56-7-709. 


56-7-709. Penalty for violation of §§ 56-7-705 — 56-7-708. 
Any violation of §§ 56-7-705 — 56-7-708 is a Class C misdemeanor. 


Cross-References. 
Penalty for Class C misdemeanor, § 40-35- 
ABE 


History. 

Acts 1917, ch. 7, § 4; Shan., § 3369a154; 
Code 1932, § 6447; T.C.A. (orig. ed.), § 56- 
1136; Acts 1989, ch. 591, § 113. 


PART 8 
FIRE INSURANCE 


56-7-801. Inspection of property insured against fire — No insurance 
exceeding fair value of property. 


(a) Within ninety (90) days after making or writing any contract of fire 
insurance on any building or structure in this state, the company, its designee 
or agent, shall cause the building or structure to be inspected. 

(b) No company, agent or insurance producer shall knowingly issue, nego- 
tiate, continue or renew, or cause or permit to be issued, negotiated, continued 
or renewed any fire insurance policy upon property or interests in the property 
within this state of an amount that, with any existing insurance on the 


property, exceeds the fair value of the property. 


History. 

Acts 1927, ch. 72, § 1; mod. Code 1932, 
§ 6172; T.C.A. (orig. ed.), § 56-1137; 2014, ch. 
652, § 1. 


Section to Section References. 
This section is referred to in § 56-7-803. 


Law Reviews. 
Insurance — 1959 Tennessee Survey (Wil- 
liam R. Andersen), 12 Vand. L. Rev. 1213. 
Revisiting Tennessee’s Innocent Coinsured 
Doctrine (Lex A. Coleman), 36 No. 7 Tenn. B.J. 
20 (2000). 


NOTES TO DECISIONS 


Analysis 
. In General. 
. Constitutionality. 
Construction. 


Open Fire Policy. 

Partial Loss. 

. Insurance on Personal Property. 

. Prorate Policy Provisions. 

. When Policy Is “Valued.” 

. Severance of Building from Real Estate. 


OCHOIBAIRWNY-E 


1. In General. 

The valued policy statute is a remedial stat- 
ute. Price v. Allstate Ins. Co., 614 S.W.2d 377, 
1981 Tenn. App. LEXIS 486 (Tenn. Ct. App. 
1981). 

The valued policy statute was enacted pri- 


marily to protect insureds from being subjected 
to the insurer’s argument that the building had 
been over-insured and gives the insurer an 
incentive to inspect risks and assist insureds in 
establishing proper insurance evaluations. 
Price v. Allstate Ins. Co., 614 S.W.2d 377, 1981 
Tenn. App. LEXIS 486 (Tenn. Ct. App. 1981). 


2. Constitutionality. 

The statute is constitutional. Riddick v. York- 
shire Ins. Co., 165 Tenn. 105, 52 S.W.2d 166, 
1931 Tenn. LEXIS 177 (1932). 


3. Construction. 

The provisions of §§ 56-7-801 — 56-7-803 are 
to be read into every contract of fire insurance 
and become a part thereof. Riddick v. Yorkshire 
Ins. Co., 165 Tenn. 105, 52 S.W.2d 166, 1931 


56-7-801 


Tenn. LEXIS 177 (1932); Lewis v. Western 
Assurance Co., 175 Tenn. 37, 130 S.W.2d 982, 
1938 Tenn. LEXIS 144 (1939). 

This act is a valued policy law. Riddick v. 
Yorkshire Ins. Co., 165 Tenn. 105, 52 S.W.2d 
166, 1931 Tenn. LEXIS 177 (1932); Newark 
Fire Ins. Co. v. Martineau, 26 Tenn. App. 261, 
170 S.W.2d 927, 1943 Tenn. App. LEXIS 98 
(Tenn. Ct. App. 1943). 

The statute is one providing for valued poli- 
cies. The agent of the insurer may inspect the 
building, adjudge the amount of insurance and 
the insurer will not be liable beyond that value. 
Riddick v. Yorkshire Ins. Co., 165 Tenn. 105, 52 
S.W.2d 166, 1931 Tenn. LEXIS 177 (1932). 

Since Acts 1927, ch. 72 (§§ 56-7-801 — 56-7- 
803) was reenacted into 1932 Code and present 
code without material change, construction by 
supreme court prior to such reenactments is 
binding. Clift v. Fulton Fire Ins. Co., 44 Tenn. 
App. 483, 315 S.W.2d 9, 1958 Tenn. App. LEXIS 
99 (Tenn. Ct. App. 1958). 


4. Open Fire Policy. 

Sections 56-7-801 — 56-7-803 have no appli- 
cation to an open fire insurance policy. Newark 
Fire Ins. Co. v. Martineau, 26 Tenn. App. 261, 
170 S.W.2d 927, 1943 Tenn. App. LEXIS 98 
(Tenn. Ct. App. 1943). 

Where a fire insurance policy sued on is an 
open policy, the value of the property at the 
time of the loss must be determined. Newark 
Fire Ins. Co. v. Martineau, 26 Tenn. App. 261, 
170 S.W.2d 927, 1943 Tenn. App. LEXIS 98 
(Tenn. Ct. App. 1943). 

Where an insured’s property was destroyed 
by fire 35 days after the issuance of the policy 
and the insuring company had not inspected 
the property to determine its fair value, the 
policy was an open policy and not a valued 
policy since the company is allowed 90 days in 
which to inspect. Newark Fire Ins. Co. v. Mar- 
tineau, 26 Tenn. App. 261, 170 S.W.2d 927, 
1943 Tenn. App. LEXIS 98 (Tenn. Ct. App. 
1943). 


5. Partial Loss. 

The valued policy law, §§ 56-7-801 — 56-7- 
803, by requiring the value of buildings to be 
fixed in the policies, forecloses controversy as to 
such value after a total loss, but does not reach 
a case where the loss is only partial. Third Nat'l 
Bank v. American Equitable Ins. Co., 27 Tenn. 
App. 249, 178 S.W.2d 915, 1943 Tenn. App. 
LEXIS 140 (Tenn. Ct. App. 1943). 

While replacement cost is a dominant factor 
in fixing the amount of recovery for total loss of 
a building, it plays an even greater part in 


Collateral References. 
Insured’s failure to inform insurer of pending 
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fixing the amount of recovery for a partial loss 
to a building. Third Nat'l Bank v. American 
Equitable Ins. Co., 27 Tenn. App. 249, 178 
S.W.2d 915, 1943 Tenn. App. LEXIS 140 (Tenn. 
Ct. App. 1943). 

The only practical way to measure the extent 
of partial damage to a building is to inventory 
its damaged parts, and the only way to express 
such damage in terms of money is to count the 
cost of replacing such parts, so as to restore the 
building to the same condition it was just before 
the fire, and depreciation may not be deducted 
from such cost. Third Nat'l Bank v. American 
Equitable Ins. Co., 27 Tenn. App. 249, 178 
S.W.2d 915, 1943 Tenn. App. LEXIS 140 (Tenn. 
Ct. App. 1943). 


6. Insurance on Personal Property. 

The “valued policy law” (§§ 56-7-801 — 56- 
7-803) applies only to insurance on buildings or 
structures on land and not to insurance on 
personal property alone. Clift v. Fulton Fire 
Ins. Co., 44 Tenn. App. 483, 315 S.W.2d 9, 1958 
Tenn. App. LEXIS 99 (Tenn. Ct. App. 1958). 


7. Prorate Policy Provisions. 

Prorate provisions of insurance policies are 
inconsistent with valued policy laws, and 
where there is a conflict, the prorate clauses are 
invalid. Commercial Union Ins. Co. v. Sneed, 
541 S.W.2d 943, 1976 Tenn. LEXIS 560 (Tenn. 
1976). 


8. When Policy Is “Valued.” 

Where the agent has not inspected the prop- 
erty and the fire occurs prior to the expiration 
of the 90-day period and the property is de- 
stroyed, the policy is open and not valued. Price 
v. Allstate Ins. Co., 614 S.W.2d 377, 1981 Tenn. 
App. LEXIS 486 (Tenn. Ct. App. 1981). 

Where at the time of the issuance of the 
second policy no application was taken from the 
insured, no information about the dwelling was 
obtained, and the insurance company obviously 
relied on the original application for informa- 
tion required for issuance of the policy, the 
policy was a valued policy despite the fact that 
fire destroyed building 85 days after issuance of 
the second policy. Price v. Allstate Ins. Co., 614 
S.W.2d 377, 1981 Tenn. App. LEXIS 486 (Tenn. 
Ct. App. 1981). 


9. Severance of Building from Real Es- 
tate. 

Fact that building had been constructively 
severed from the real estate did not remove the 
policy from the valued policy law. Price v. All- 
state Ins. Co., 614 S.W.2d 377, 1981 Tenn. App. 
LEXIS 486 (Tenn. Ct. App. 1981). 


condemnation proceedings as concealment or 
fraud within provision of fire policy. 9 A.L.R.3d 
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56-7-802. Measure of damages for loss by fire — Insured reimbursed 
for excess premiums. 


If buildings within the state insured against loss by fire are totally destroyed 
by fire, the company shall not be liable beyond the actual value of the insured 
property at the time of the loss or damage; and if it appears that the insured 
has paid premiums on an amount in excess of the actual value, the insured 
shall be reimbursed the proportionate excess or premiums paid on the 
difference between the amount named in the policy and the actual value, with 
interest at six percent (6%) per annum from the date of issue; and the excess 
of premiums, and interest on the premiums, shall be allowed the insured from 
the time any companies carrying the insurance at the time of the loss have 
continuously carried the insurance on the destroyed buildings, whether under 
policies existing at the time of the loss or under previous policies in the same 


companies. 


History. 
Acts 1927, ch. 72, § 2; Code 1932, § 6173; 
T.C.A. (orig. ed.), § 56-1138. 


Textbooks. 
Tennessee Jurisprudence, 15 Tenn. Juris., 
Insurance, § 71. 


NOTES TO DECISIONS 


Analysis 
Constitutionality. 
Construction. 
Settlement. 


Open Fire Policy. 
Partial Loss. 
Insurance on Personal Property. 


Pease ak COs ho 


. Constitutionality. 

The statute is constitutional. Riddick v. York- 
shire Ins. Co., 165 Tenn. 105, 52 S.W.2d 166, 
1931 Tenn. LEXIS 177 (1932). 


2. Construction. 

The provisions of §§ 56-7-801— 56-7-803 are 
to be read into every contract of fire insurance 
and become a part thereof. Riddick v. Yorkshire 
Ins. Co., 165 Tenn. 105, 52 S.W.2d 166, 1931 
Tenn. LEXIS 177 (1932); Lewis v. Western 
Assurance Co., 175 Tenn. 37, 130 S.W.2d 982, 
1938 Tenn. LEXIS 144 (1939). 

This act is a valued policy law. Riddick v. 
Yorkshire Ins. Co., 165 Tenn. 105, 52 S.W.2d 
166, 1931 Tenn. LEXIS 177 (1932); Newark 
Fire Ins. Co. v. Martineau, 26 Tenn. App. 261, 
170 S.W.2d 927, 1943 Tenn. App. LEXIS 98 
(Tenn. Ct. App. 1943). 

The statute is one providing for valued poli- 
cies. The agent of the insurer may inspect the 
building, adjudge the amount of insurance and 
the insurer will not be liable beyond that value. 
Riddick v. Yorkshire Ins. Co., 165 Tenn. 105, 52 
S.W.2d 166, 1931 Tenn. LEXIS 177 (1932). 


Since Acts 1927, ch. 72 (§§ 56-7-801 — 56-7- 
803) was reenacted into 1932 Code and present 
code without material change, construction by 
supreme court prior to such reenactments is 
binding. Clift v. Fulton Fire Ins. Co., 44 Tenn. 
App. 483, 315 S.W.2d 9, 1958 Tenn. App. LEXIS 
99 (Tenn. Ct. App. 1958). 

Sections 56-7-801 — 56-7-803 must be read 
into every contract of fire insurance and become 
part thereof. Lasater v. Equitable Fire & Ma- 
rine Ins. Co., 483 S.W.2d 740, 1971 Tenn. 
LEXIS 340 (Tenn. Ct. App. 1971). 


3. Settlement. 

Where building destroyed by fire was worth 
more than $1,200 face amount of fire policy 
issued thereon, but insured offered to accept 
$600 in full as value of property destroyed, this 
offer was not accepted in view of insurer’s 
issuance of $600 check bearing notation that 
policy was canceled or surrendered “without 
returned premiums.” Bowers v. Springfield Fire 
& Marine Ins. Co., 21 Tenn. App. 227, 108 
S.W.2d 798, 1937 Tenn. App. LEXIS 24 (Tenn. 
Ct. App. 1937). 


4, Open Fire Policy. 

Sections 56-7-801 — 56-7-803 have no appli- 
cation to an open fire insurance policy. Newark 
Fire Ins. Co. v. Martineau, 26 Tenn. App. 261, 
170 S.W.2d 927, 1943 Tenn. App. LEXIS 98 
(Tenn. Ct. App. 1943). 

Where a fire insurance policy sued on is an 
open policy, the value of the property at the 
time of the loss must be determined. Newark 
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Fire Ins. Co. v. Martineau, 26 Tenn. App. 261, 
170 S.W.2d 927, 1943 Tenn. App. LEXIS 98 
(Tenn. Ct. App. 1943). 

Where an insured’s property was destroyed 
by fire 35 days after the issuance of the policy 
and the insuring company had not inspected 
the property to determine its fair value, the 
policy was an open policy and not a valued 
policy since the company is allowed 90 days in 
which to inspect. Newark Fire Ins. Co. v. Mar- 
tineau, 26 Tenn. App. 261, 170 S.W.2d 927, 
1943 Tenn. App. LEXIS 98 (Tenn. Ct. App. 
1943). 


5. Partial Loss. 

The valued policy law, §§ 56-7-801 — 56-7- 
803, by requiring the value of buildings to be 
fixed in the policies, forecloses controversy as to 
such value after a total loss, but does not reach 
a case where the loss is only partial. Third Nat'l 
Bank v. American Equitable Ins. Co., 27 Tenn. 
App. 249, 178 S.W.2d 915, 1943 Tenn. App. 
LEXIS 140 (Tenn. Ct. App. 1943). 

While replacement cost is a dominant factor 
in fixing the amount of recovery for total loss of 


Collateral References. 

Damage to insured articles by firefighting 
efforts as within coverage of fire insurance 
policy. 76 A.L.R.2d 1137. 

Fire policy on contents or the like as covering 
property of insured’s customers or bailors. 67 
A.L.R.2d 1241. 
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a building, it plays an even greater part in 
fixing the amount of recovery for a partial loss 
to a building. Third Nat’l Bank v. American 
Equitable Ins. Co., 27 Tenn. App. 249, 178 
S.W.2d 915, 1943 Tenn. App. LEXIS 140 (Tenn. 
Ct. App. 1943). 

The only practical way to measure the extent 
of partial damage to a building is to inventory 
its damaged parts, and the only way to express 
such damage in terms of money is to count the 
cost of replacing such parts, so as to restore the 
building to the same condition it was just before 
the fire, and depreciation may not be deducted 
from such cost. Third Natl Bank v. American 
Equitable Ins. Co., 27 Tenn. App. 249, 178 
S.W.2d 915, 1943 Tenn. App. LEXIS 140 (Tenn. 
Ct. App. 1943). 


6. Insurance on Personal Property. 

The “valued policy law” (§§ 56-7-801 — 56- 
7-803) applies only to insurance on buildings or 
structures on land and not to insurance on 
personal property alone. Clift v. Fulton Fire 
Ins. Co., 44 Tenn. App. 483, 315 S.W.2d 9, 1958 
Tenn. App. LEXIS 99 (Tenn. Ct. App. 1958). 


Right of innocent insured to recover under 
fire policy covering property intentionally 
burned by another insured. 11 A.L.R.4th 1228. 

Test or criterion of “actual cash value” under 
insurance policy insuring to extent of actual 
cash value at time of loss. 61 A.L.R.2d 711. 


56-7-803. Measure of damages in 
property. 


case of agent’s failure to inspect 


If the company, its designee or agent, fails to place a reasonable value on any 
insured property within the ninety-day period provided in § 56-7-801, and 
that is agreed to by the insured, and a loss occurs, then the value as shown by 
the policy or application is conclusively presumed to be reasonable, and 
settlement shall be made on that basis. 


History. 

Acts 1927, ch. 72, § 2; mod. Code 1932, 
§ 6174; T.C.A. (orig. ed.), § 56-1139; 2014, ch. 
652, § 2. 


Textbooks. 
Tennessee Jurisprudence, 15 Tenn. Juris., 
Insurance, § 71. 


NOTES TO DECISIONS 


Analysis 


1. Construction. 

2. Failure to Inspect. 

3. Insurance on Personal Property. 
1 


. Construction. 
Since Acts 1927, ch. 72 (§§ 56-7-801 — 56-7- 
803) was reenacted into 1932 Code and present 


code without material change, construction by 
supreme court prior to such reenactments is 
binding. Clift v. Fulton Fire Ins. Co., 44 Tenn. 
App. 483, 315 S.W.2d 9, 1958 Tenn. App. LEXIS 
99 (Tenn. Ct. App. 1958). 

Sections 56-7-801 — 56-7-803 must be read 
into every contract of fire insurance and become 
part thereof. Lasater v. Equitable Fire & Ma- 
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rine Ins. Co., 483 S.W.2d 740, 1971 Tenn. 
LEXIS 340 (Tenn. Ct. App. 1971). 


2. Failure to Inspect. 

Where no value has been fixed and agreed on, 
the company is liable for the amount named in 
the policy. Riddick v. Yorkshire Ins. Co., 165 
Tenn. 105, 52 S.W.2d 166, 1931 Tenn. LEXIS 
177 (1932). 

Where property covered by fire insurance 
policy was not inspected within 90 days follow- 
ing the issuance of the policy and where such 
policy was renewed a year later under the 
express provisions of the policy and within 90 
days after renewal the property was destroyed 
by fire, the renewal only amounted to an exten- 
sion of the original contract of insurance which 
had become a valued policy after the expiration 
of 90 days following its issuance so that the 
insurer was not entitled to question the value of 
the property or to demand an appraisal in 
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unknown to it. Lewis v. Western Assurance Co., 
175 Tenn. 37, 180 S.W.2d 982, 1938 Tenn. 
LEXIS 144 (1939). 

Where at the time of the issuance of the 
second policy no application was taken from the 
insured, no information about the dwelling was 
obtained, and the insurance company obviously 
relied on the original application for informa- 
tion required for issuance of the policy, the 
policy was a valued policy despite the fact that 
fire destroyed building 85 days after issuance of 
the second policy. Price v. Allstate Ins. Co., 614 
S.W.2d 377, 1981 Tenn. App. LEXIS 486 (Tenn. 
Ct. App. 1981). 


3. Insurance on Personal Property. 

_ The “valued policy law” (§§ 56-7-801 — 56- 
7-803) applies only to insurance on buildings or 
structures on land and not to insurance on 
personal property alone. Clift v. Fulton Fire 
Ins. Co., 44 Tenn. App. 483, 315 S.W.2d 9, 1958 


absence of the showing of an increase in hazard Tenn. App. LEXIS 99 (Tenn. Ct. App. 1958). 
56-7-804. Policies protecting trustees, mortgagees, assignees and like 
parties. 


When any person, as trustee, mortgagee, assignee, or otherwise, possesses or 
has any fire insurance policy on realty made payable to the person, or other 
person as that person’s interest may appear, then the insurance as to the 
interest of the trustee, mortgagee, assignee or other person named in the policy 
shall not be invalidated by an act or neglect of the mortgagor owner of the 
property so insured, nor by any foreclosure or other proceedings or notice of 
sale relating to the property, nor by change in title or ownership of the 
property, nor by occupation of the premises for purposes more hazardous than 
are permitted by the policy; provided, that, in case the mortgagor or owner 
neglects to pay any premium due under the policy, the mortgagee, trustee, 
assignee, or other person shall on demand, pay the premium; and provided, 
further, that the mortgagee, trustee, assignee, or other person shall notify the 
insurance company of any change of ownership or occupancy or increase of 
hazard that comes to the knowledge of the mortgagee, trustee, assignee, or 
other person, and, unless permitted by the policy, it shall be noted on the policy, 
and the mortgagee, trustee, assignee, or other person shall, on demand, pay 
the premium for the increased hazard for the term of the use of the property, 
or otherwise the policy shall be null and void; and provided, further, that in the 
event the insurer concludes to cancel its policy under its terms, then ten (10) 
days’ notice of the determination shall be given to the mortgagee, trustee, 
assignee, or other person so interested. 


History. 

Acts 1925, ch. 128, § 1; Shan. Supp., 
§ 3348alb1; Code 1932, § 6175; T.C.A. (orig. 
ed.), § 56-1140. 


Cross-References. 
Purchase of insurance by mortgagee, § 47- 
23-102. 
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NOTES TO DECISIONS 


Analysis 


1. Sole Ownership Provision. 

2. —Notice to Insurer. 

3. —Effect of Acceptance of Policy. 

4, Change of Ownership. 

5. —Notice. 

6. —Conveyance. 

7. —Increase of Hazard. 

8. —Knowledge. 

9. Mortgagee’s Contract. 

10. —Matters Not Affecting Mortgagee’s Inter- 
est. 

11. Notice to Insurer of Increase in Hazard. 


1. Sole Ownership Provision. 

In action on a fire policy covering a dwelling, 
which policy contained the standard mortgage 
clause and also a provision that the policy 
should be void if insured’s interest in the prop- 
erty was not an absolute fee simple title, the 
mortgagee cannot recover on the policy for 
destruction of the property by fire, where the 
mortgagee knew that the mortgagor was not 
the sole and unconditional owner of the prop- 
erty. Jackson v. America Eagle Fire Ins. Co., 92 
S.W.2d 874, 19386 Tenn. LEXIS 103 (Tenn. 
1936). 

A tenant by the entirety cannot recover on a 
fire insurance policy issued on his representa- 
tion that he was the sole and unconditional 
owner, where the policy expressly provides that 
it shall be void if the insured is not the sole and 
unconditional owner. Jackson v. America Eagle 
Fire Ins. Co., 92 S.W.2d 874, 19386 Tenn. LEXIS 
103 (Tenn. 1936). 


2. —Notice to Insurer. 

Where the insured is described in handwrit- 
ten words in the policy as “trustee” there is 
notice to the company that insured is not the 
sole legal and equitable owner, and this de- 
scription takes precedence over a printed pro- 
vision for forfeiture in the event insured is not 
the sole legal and equitable owner. Broyles v. 
Scottish Union & Nat'l Ins. Co., 16 Tenn. App. 
331, 64 S.W.2d 517, 1933 Tenn. App. LEXIS 14 
(Tenn. Ct. App. 1933). 


3. —Effect of Acceptance of Policy. 

The rule that the acceptance of a fire insur- 
ance policy amounts to a representation that 
the title to the property is as therein stated, is 
subject to the exception that the acceptance 
must be coupled with reasonable opportunity to 
ascertain the contents of the policy before ac- 
ceptance. Dickens v. St. Paul Fire & Marine 
Ins. Co., 170 Tenn. 403, 95 S.W.2d 910, 1935 
Tenn. LEXIS 146 (1936). 


4. Change of Ownership. 


5. —Notice. 
Where mortgage clause provided for notice of 
change of ownership, failure to give such is a 


breach of condition rendering the policy void, 
whether the hazard was thereby increased in 
fact or not. Phoenix Mut. Life Ins. Co. v. Aetna 
Ins. Co., 166 Tenn. 126, 59 S.W.2d 517, 1932 
Tenn. LEXIS 122 (1933). 


6. —Conveyance. 

Under this section and under standard mort- 
gage clause conveyance by insured constitutes 
a change of ownership and is a condition rather 
than a covenant, whether the increase of haz- 
ard was or was not increased, where notice of 
change was not given. Phoenix Mut. Life Ins. 
Co. v. Aetna Ins. Co., 166 Tenn. 126, 59 S.W.2d 
517, 19382 Tenn. LEXIS 122 (1933). 

A conveyance of the property by a mortgagor 
to a third person subject to a mortgage thereon, 
the payment of which was assumed by the 
grantee was a change of ownership. Phoenix 
Mut. Life Ins. Co. v. Aetna Ins. Co., 166 Tenn. 
126, 59 S.W.2d 517, 1932 Tenn. LEXIS 122 
(1933). 


7. —Increase of Hazard. 

A fire insurance policy is a contract, personal 
in nature, the insurer having the option of 
being obligated to a grantee of the one insured, 
or not. Increase of hazard is not material in 
such case. Phoenix Mut. Life Ins. Co. v. Aetna 
Ins. Co., 166 Tenn. 126, 59 S.W.2d 517, 1932 
Tenn. LEXIS 122 (1933). 


8. —Knowledge. 

If an insurance agent is himself interested in 
the property insured, his knowledge of matters 
affecting the risk will not ordinarily be imputed 
to the company. Jackson v. America Eagle Fire 
Ins. Co., 92 S.W.2d 874, 1936 Tenn. LEXIS 103 
(Tenn. 1936). 


9. Mortgagee’s Contract. 

The contract between insurer and mortgagee 
is determined by the mortgage clause, and 
where policy provided that the building should 
be insured except when unoccupied but further 
provided that as to the mortgagee the same 
should not be invalidated by any act of the 
mortgagor or owner, the insurance continued in 
effect as to mortgagee notwithstanding va- 
cancy. Phoenix Mut. Life Ins. Co. v. Greene 
County Farmers’ Mut. Fire Ins. Co., 165 Tenn. 
337, 54 S.W.2d 971, 19382 Tenn. LEXIS 55 
(1932). 

The right of a bank as assignee of mortgage 
notes is derivative from the mortgagor and 
policy payee. Policy being unenforceable by the 
mortgagor may not be availed of by such as- 
signee or transferee as against the insurer. 
Phoenix Mut. Life Ins. Co. v. Aetna Ins. Co., 166 
Tenn. 126, 59 S.W.2d 517, 1932 Tenn. LEXIS 
122 (1933). 

A proviso expresses a condition, as distin- 
guished from a covenant, unless the context 
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shows to the contrary. Phoenix Mut. Life Ins. 
Co. v. Aetna Ins. Co., 166 Tenn. 126, 59 S.W.2d 
517, 1932 Tenn. LEXIS 122 (1933). 

Where rider was attached to insure interest 
of mortgagee, this statute became part of the 
policy so as to override and supersede any 
contrary provision in it. Third Nat'l Co. v. 
Thompson, 28 Tenn. App. 436, 191 S.W.2d 190, 
1945 Tenn. App. LEXIS 82 (Tenn. Ct. App. 
1945). 

A mortgagee or the holder of a conditional 
sales contract has no right to the benefits of a 
policy taken by the mortgagor, unless it is 
assigned to him. Citizens Tri-County Bank v. 
Georgia Mut. Ins. Co., 11 S.W.3d 120, 1999 
Tenn. App. LEXIS 213 (Tenn. Ct. App. 1999). 

A mortgagee is not entitled to insurance 
money in the absence of an agreement on the 
part of the mortgagor to insure the property for 
the benefit of the mortgagee. Citizens Tri- 
County Bank v. Georgia Mut. Ins. Co., 11 
S.W.3d 120, 1999 Tenn. App. LEXIS 213 (Tenn. 
Ct. App. 1999). 

If the insurer does not have notice or knowl- 
edge of the existence of the mortgagee’s equi- 
table lien on the proceeds it cannot be sued by 
the mortgagee for the proceeds, nor be held 
liable to the mortgagee after having paid the 
proceeds to the insured; furthermore, the mere 
fact that the insurer has knowledge of the 
existence of the mortgage does not charge it 
with notice or constitute knowledge of the ex- 
istence of an equitable lien. Citizens Tri-County 
Bank v. Georgia Mut. Ins. Co., 11 S.W.3d 120, 
1999 Tenn. App. LEXIS 213 (Tenn. Ct. App. 
1999). 


Collateral References. 

Breach of policy by mortgagor as affecting 
mortgagee under loss payable clause which 
does not provide for that event. 38 A.L.R. 367, 
48 A.L.R. 124. 

Independent contract theory or creditor ben- 
eficiary theory as regards status of mortgagee 
under mortgage clause in policy of fire insur- 
ance. 124 A.L.R. 1034. 

Knowledge or acceptance by mortgagee of 
mortgage clause before loss as condition of his 
right to benefit of it. 182 A.L.R. 355. 

Prorating provisions as applying to mort- 
gagee. 1 A.L.R. 498, 72 A.L.R. 278. 

Provision that loss, in case of mortgagee’s 
interest, shall be subject to all the terms and 
conditions of the policy. 19 A.L.R. 1449, 56 
A.L.R. 850. 

Purchase of property by mortgagee or holder 
of mortgage securities as breach of condition 
against sale or change of title in insurance 
policy with mortgage clause. 45 A.L.R. 597. 

Repair of premises by owner as affecting 
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10. —Matters Not Affecting Mortgagee’s 
Interest. 

A mortgage clause for the security of a mort- 
gagee cannot be invalidated by any act or 
neglect of the mortgagor, either prior or subse- 
quent to the execution of the contract with the 
mortgagee. Phoenix Mut. Life Ins. Co. v. Greene 
County Farmers’ Mut. Fire Ins. Co., 165 Tenn. 
337, 54 S.W.2d 971, 1932 Tenn. LEXIS 55 
(1932). 


11. Notice to Insurer of Increase in Haz- 
ard. 

Mortgagee’s argument that T.C.A. § 56-7- 
804 only requires mortgagees to notify insurers 
of an increase in hazard after the insurance 
policy goes into effect was without merit. Under 
T.C.A. § 56-7-804 a mortgagee has the duty to 
disclose to insurer any information material to 
the risk being insured at the time the mort- 
gagee is contacted by the insurer. First Tennes- 
see Bank Nat’l Ass’n v. United States Fidelity & 
Guaranty Co., 829 S.W.2d 144, 1991 Tenn. App. 
LEXIS 751 (Tenn. Ct. App. 1991), appeal de- 
nied, First Tennessee Bank, N.A. v. United 
States Fidelity & Guaranty Co., 1992 Tenn. 
LEXIS 256 (Tenn. Mar. 16, 1992). 

Mortgage clause is so far a separate and 
independent contract between the insurer and 
the mortgagee that the latter’s rights cannot be 
invalidated by any act or neglect of the mort- 
gagor or insured nor by occupation of the prem- 
ises for purposes more hazardous than are 
permitted by the policy. Third Nat'l Co. v. 
Thompson, 28 Tenn. App. 436, 191 S.W.2d 190, 
1945 Tenn. App. LEXIS 82 (Tenn. Ct. App. 
1945). 


right of mortgagee to recover under mortgage 
clause. 91 A.L.R. 1354. 

Right of mortgagee to notice by insurer of 
expiration of fire insurance policy. 60 A.L.R.3d 
164. 

Right of mortgagee to proceeds of property 
insurance payable to owner not bound to carry 
insurance for former’s benefit. 9 A.L.R.2d 299. 

Rights of vendor and purchaser, as between 
themselves, in insurance proceeds. 64 A.L.R.2d 
1402. 

Rights to proceeds of insurance, as between 
holder of title to real estate and one having 
option to purchase it. 65 A.L.R.2d 989. 

Union or standard mortgage clause as reliev- 
ing mortgagee of mortgagor’s breach of condi- 
tions at inception of policy or before mortgage 
clause attached. 97 A.L.R. 1165. 

Validity and effect of provision for forfeiture 
upon foreclosure, or commencement of foreclo- 
sure, or other proceedings to enforce mortgage, 
in policy containing mortgage clause. 50 A.L.R. 
1125, 57 A.L.R. 1044. 
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PART 9 
CREDIT LIFE AND HEALTH INSURANCE 


56-7-901. Credit health and accident insurance. 


(a) Application of Law. All accident and health insurance for a term of 
ten (10) years or less in connection with loans or credit transactions shall be 
subject to this section, except insurance in connection with a loan or other 
credit transaction of more than fifteen (15) years’ duration; nor shall insurance 
be subject to this section where the issuance of the insurance is an isolated 
transaction on the part of the insurer not related to an agreement or a plan for 
insuring debtors of the creditor. 

(b) Filing of Forms. All policies, certificates of insurance, notices of 
proposed insurance, applications for insurance, endorsements and riders 
delivered or issued for delivery in this state, and the schedules of premium 
rates pertaining to the policies, certificates of insurance, notices of proposed 
insurance, applications for insurance, endorsements and riders, shall be filed 
with the commissioner. 

(c) Disapproval by Commissioner. The commissioner shall, within sixty 
(60) days after the filing of the policies, certificates of insurance, notices of 
proposed insurance, applications for insurance, endorsements, riders and 
rates, disapprove the rate or form if the benefits provided in the rate or form 
are not reasonable in relation to the premium charge, or if the rate or form 
contains provisions that are unjust, unfair, inequitable, misleading, deceptive, 
or encourage misrepresentation of the coverage or are contrary to this title or 
any rule or regulation promulgated under this title. 

(d) Effect of Disapproval Hearing. If the commissioner notifies the 
insurer that the form or rate is disapproved, it shall be unlawful thereafter for 
the insurer to issue or use the form or rate. In the notice, the commissioner 
shall specify the reason for disapproval and state that a hearing will be 
granted within twenty (20) days after request in writing by the insurer. The 
policy, certificate of insurance, notice of proposed insurance, and any applica- 
tion, endorsement, rider, or rate may be issued or used after the expiration of 
sixty (60) days from the date it has been so filed, unless the commissioner has 
issued prior written disapproval within the sixty-day period. 

(e) Withdrawal of Approval. The commissioner may, at any time after a 
hearing held not less than twenty (20) days after written notice to the insurer, 
withdraw approval of the form or rate on any ground set forth in subsection (c). 
The written notice of the hearing shall state the reason for the proposed 
withdrawal. It is unlawful for the insurer to issue or use the form or rate after 
the effective date of the withdrawal. 

(f) Group Insurance. The insurer shall be required to file only the group 
certificate and notice of proposed insurance delivered or issued for delivery in 
this state as specified in regulations, if any, issued by the commissioner, and 
the forms shall be approved by the commissioner if they conform with the 
requirements specified in the regulations, if any, and if the schedules of 
premium rates applicable to the insurance evidenced by the certificate or 
notice are not in excess of the insurer’s schedules of premium rates filed with 
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the commissioner; provided, that the premium rate in effect on existing group 
policies may be continued until the first policy anniversary date following July 
1, 1968, if a group policy of credit accident and health insurance: 

(1) Has been delivered in this state before July 1, 1968; or 

(2) Has been or is delivered in another state before or after July 1, 1968. 

(g) Judicial Review. Any order or final determination of the commissioner 
under this section shall be subject to judicial review. 

(h) Insurers Must Be Authorized. All forms shall be delivered or issued 
for delivery in this state only by an insurer authorized to do an insurance 
business therein, and shall be issued only through holders of licenses or 
authorizations issued by the commissioner. 

(i) Enforcement. The commissioner may, after notice and hearing, issue 
rules and regulations the commissioner deems appropriate for the supervision 
of this section. 


History. Group accident and health insurance in con- 
Acts 1968, ch. 630, §§ 1-3; impl. am. Acts nection with credit transactions, § 56-26-201. 

1971, ch. 187, § 1; 1978, ch. 34, § 1; T-C.A., : i 

§ 56-1159; Acts 1980, ch. 867, § 1; 1985, ch. Section to Section References. 


107, § 2; 1988, ch. 709, § 1. | This part is referred to in §§ 45-5-305, 56-4- 
106. 
Cross-References. This section is referred to in § 56-26-201. 


Combinations of insurance, § 56-2-114. 


56-7-902. Compensation to creditors. 


(a)(1) As used in this section: 

(A) “Compensation” includes commissions, dividends, except where 
they are the distribution of earnings to stockholders of an insurance 
company or insurance holding company, retrospective rate credits, service 
fees, expense allowances or reimbursements, underwriting participations, 
gifts or any other form of compensation. A distribution of earnings to a 
stockholder of an insurance company or insurance holding company does 
not constitute compensation for purposes of this section, even though the 
stockholder receives compensation in a capacity other than that of 
stockholder; and 

(B) “Creditor” means the lender of money or vendor or lessor of goods, 
services, or property rights, or privileges, for which payment is arranged 
through a credit transaction, or any successor to the right, title, or interest 
of any lender, vendor, or lessor, or an affiliate, associate or subsidiary of 
any of them, or any director, officer or employee of any of them, or any 
other person in any way associated with them. 

(2) All other terms used in this section have the meanings generally 
ascribed to them in the insurance industry. 

(b) No insurer shall pay or propose to pay, directly or indirectly, to any 
creditor as compensation for that creditor, total compensation in excess of forty 
percent (40%) of premiums earned, except that if provision is made for refund 
of unearned commissions in the event of termination of coverage, commissions 
may be paid in one (1) sum at the time the single premium policy or certificate 
is written. 
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tion. Chapter 107 is compiled primarily as 
§§ 56-7-903 — 56-7-913. 


History. 
Acts 1980, ch. 867, § 2; 1981, ch. 216, § 1; 


1988, ch. 557, § 1. Section to Section References. 


Sections 56-7-902 — 56-7-912 are referred to 
in § 56-7-903. 
This section is referred to in § 56-7-914. 


Compiler’s Notes. 
Acts 1985, ch. 107, § 6 provided that nothing 
in that act shall repeal or supersede this sec- 


56-7-903. Applicability of credit life insurance provisions. 


All life insurance policies and certificates issued in connection with loans or 
credit transactions for a duration of fifteen (15) years or less shall be subject to 
§ 56-7-902 — 56-7-912, except in connection with a loan or other credit 
transaction where the period of coverage on the debtor determined at date of 
issuance of the coverage is of more than ten (10) years’ duration. Insurance 
shall not be subject to § 56-7-902 — 56-7-912 where the issuance of the 
insurance is an isolated transaction on the part of the insurer not related to an 
agreement or a plan for insuring debtors of the creditor. 


History. 
Acts 1985, ch. 107, § 3; 1988, ch. 709, § 2. 


Compiler’s Notes. 

Acts 1985, ch. 107, § 1 provided that §§ 56- 
7-903 — 56-7-913 shall be known as The Credit 
Life Insurance Act of 1985. 

Acts 1985, ch. 107, § 6 provided that nothing 
in that act shall repeal or supersede §§ 56-2- 


107 is compiled primarily as §§ 56-7-903 — 
56-7-913. 


Cross-References. 
Claims, § 56-7-910. 
Combinations of insurance, § 56-2-114. 


Section to Section References. 
This section is referred to in § 56-7-904. 


208, 56-7-902, 56-7-1604, or 56-7-1605. Chapter 


56-7-904. Definitions. 


As used in § 56-7-908, this section and §§ 56-7-905 — 56-7-912, unless the 
context otherwise requires: 

(1) “Claims” means benefits payable on death or disability, excluding loss 
adjustment expense, claims settlement costs, or other additions of any kind; 

(2) “Claims incurred” means claims actually paid during the reporting 
year, plus the reserves at the end of the year for reported claims in the 
process of settlement and for claims incurred but not reported, less the 
corresponding reserves at the end of the preceding year. All reserves shall be 
determined in a consistent manner from year to year; 

(3) “Credit life insurance” means insurance on the life of a debtor for a 
period of ten (10) years or less in connection with a specific loan or other 
credit transaction of fifteen (15) years duration or less to provide payment to 
a creditor in the event of the death of a debtor; 

(4) “Creditor” means the lender of money or vendor or lessor of goods, 
services, or property, rights, or privileges, for which payment is arranged 
through a credit transaction, or any successor to the right, title, or interest 
of the lender, vendor, or lessor, or an affiliate, associate or subsidiary of any 
of them, or any director, officer or employee of any of them, or any other 
person in any way associated with them; 

(5) “Debtor” means a borrower of money or a purchaser or lessee of goods, 
services, property, rights or privileges for which payment is arranged 
through a credit transaction; 
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(6) “Identifiable charge” means the amount a creditor charges a debtor or 
collects from the debtor for credit life insurance in addition to any other 
stated charges, including interest or discount, permitted by law. A differen- 
tial in interest rates between insured and uninsured loans is an identifiable 
charge; 

(7) “Indebtedness” means the total amount payable by a debtor to a 
creditor in connection with a loan or other credit transaction; 

(8) “Insurer” means an insurance company licensed to write credit life 
insurance; 

(9) “Joint life coverage” means credit life insurance covering two (2) or 
more lives, either on a level or decreasing term basis where the entire sum 
insured becomes payable upon the death of the first insured debtor to die 
while the insurance is in force; and 

(10)(A) “Premiums earned” means the total gross premiums that become 

due the insurer, without reduction of any kind, except: 

(i) Premiums refunded or adjusted on account of termination of 
coverage; and 

(ii) Adjustments to reflect changes in gross unearned premiums in 
force upon a pro rata basis or a sum of the digits basis, where applicable; 

(B) Where premiums are payable monthly on the basis of outstanding 
insured balances, “premiums earned” means the total premiums paid the 
insurer during the reporting year, plus premiums due the insurer but 
unpaid at the end of that year, less premiums due the insurer but unpaid 
at the end of the previous year; 

(C) As defined under either system, “premiums earned” shall be deter- 
mined without reduction of any kind except for the premium refunds and 
adjustments; 

(D) This definition shall not control the preparation of financial state- 
ments, but shall be used when § 56-7-903 — 56-7-912 specifically refer to 
premiums earned. 


History. in § 56-7-903. 
Acts 1985, ch. 107, § 3; 1988, ch. 709, § 3. This section is referred to in § 45-20-103. 


Section to Section References. 
Sections 56-7-902 — 56-7-912 are referred to 


56-7-905. Credit life insurance policies — Prohibitions — Prerequi- 
sites — Filings — Reports. 


(a) Credit life insurance policies that provide benefits differing in kind or 
character from the following shall not be permitted: 
(1) Individual policies of credit life insurance issued to debtors on the 
term plan; 
(2) Group policies of credit life insurance issued to creditors Sane 
insurance upon the lives of debtors on the term plan; and 
(3) Other arrangements providing credit life insurance as may be ap- 
proved by the commissioner. 
(b) No insurer shall issue a policy or certificate of credit life insurance 
covering a resident of this state unless: 
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(1) The insurer is authorized to do business in this state; and 
(2) The policy or certificate is issued through holders of licenses or 
authorizations issued by the commissioner. 

(c) All policies, certificates of insurance, notices of proposed insurance, 
applications for insurance, endorsements and riders delivered or issued for 
delivery in this state and the schedules of premium rates pertaining to the 
policies, certificates of insurance, notices of proposed insurance, applications 
for insurance, endorsements and riders, shall be filed with the commissioner. 

(d) Insurers doing credit life insurance business in this state shall annually 
file with the commissioner a report of its credit life insurance experience on 
forms prescribed by the commissioner. 


History. Sections 56-7-905 — 56-7-912 are referred to 
Acts 1985, ch. 107, § 3. in §§ 56-7-904, 56-7-906, 56-7-912. 


Bertie th Sabtion Rapennes: This section is referred to in § 56-7-912. 


Sections 56-7-902 — 56-7-912 are referred to 
in § 56-7-903. 


56-7-906. Evidence of insurance — Contents — Exclusions — Notice of 
termination — Text — Dividends. 


(a) When credit life insurance is effected on a debtor, it shall be evidenced by 
an individual policy or, in the case of group insurance, by a certificate of group 
insurance, which policy or certificate shall be delivered to the debtor at the 
time the indebtedness is incurred or within thirty (30) days after the debtor 
becomes insured with respect to the indebtedness. 

(b)(1) Each such individual policy or certificate of group insurance shall, in 

addition to other requirements of law, set forth: 

(A) The name and home office address of the insurer; 

(B) The identity of the debtor by name or otherwise and the debtor’s age 
at issue or date of birth, if the age is material to claim payment, premium 
calculation or reserve calculation; 

(C) The amount and term of the coverage, if possible, or otherwise a 
clear description of the means of determining the amount and time of 
expiry; 

(D) The amount of premium or identifiable charge, if any, separately in 
connection with credit life insurance, unless, in the case of group insur- 
ance, the premium or identifiable charge has been disclosed to the debtor 
as provided in subsection (c). A copy of the document bearing the 
information required by this subdivision (b)(1)(D) shall be forwarded to 
the insurer or retained by the creditor in a manner that facilitates the good 
faith examination required in § 56-7-910(c); 

(E) The circumstances and formula under which refunds of premiums 
or identifiable charges are payable pursuant to § 56-7-909; 

(F) A description of the insurance coverage, including any exceptions, 
limitations or restrictions; and 

(G) A provision that: 

(i) The benefits shall be paid to the creditor to reduce or extinguish 
any unpaid indebtedness of the debtor to the creditor; and 
(ii) Where the amount of insurance exceeds any unpaid indebtedness 
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that excess shall be payable to the debtor or to the debtor’s designated 

beneficiary, other than the creditor, or, if the debtor has designated none, 

to the estate of the debtor or under the provision of a facility of payment 
clause in the policy. 

(2) A certificate of group insurance is not required to contain the infor- 
mation described in subdivisions (b)(1)(B)-(D) if the information is otherwise 
provided in the disclosure statement provided to the debtor under the federal 
Truth-In-Lending Act (15 U.S.C. § 1601 et seq.). 

(c)(1) If an individual policy or certificate of group insurance is not delivered 

to the debtor at the time the indebtedness is incurred, a copy of the 

application for the policy signed by the debtor and the creditor/agent or a 

notice of proposed group insurance shall be delivered to the debtor at the 

time the indebtedness is incurred. The application or notice shall set forth 
the following: 

(A) The name and home office address of the insurer; 

(B) The identity of the debtor, by name or otherwise; 

(C) The amounts or rates of premium or identifiable charge to the 
debtor, if any, separately in connection with credit life insurance and credit 
health and accident insurance; 

(D) The amount and term of the coverage provided, or description as 
provided in subdivision (b)(1)(C); and 

(EK) A brief description of the coverage provided. 

(2) The application or notice of giving insurance is not required to contain 
the information described in subdivisions (c)(1)(B)-(D) if the information is 
provided in the disclosure statement provided to the debtor under the federal 
Truth-In-Lending Act (15 U.S.C. § 1601 et seq.). 

(3) If no identifiable charge is made to the debtor, the notice of proposed 
group insurance need not set forth the debtor’s name. An application for an 
individual policy or notice of proposed group insurance shall include a 
statement that, if the insurance is declined by the insurer or otherwise does 
not become effective, any premium or identifiable charge will be refunded or 
credited to the debtor. The copy of the application for an individual policy 
and the notice of proposed group insurance shall refer exclusively to 
insurance coverage, and shall be separate and apart from the loan, sale or 
other credit statement of account, instrument or agreement, unless set forth 
in the policy in a separate provision with an appropriate and prominent 
caption on the face or reverse thereof in type at least equal in size to the type 
used for the other provisions. The insurer shall be responsible for establish- 
ment of procedures for delivery of the individual policy or certificate of group 
insurance to the debtor as provided in subsection (a). The application or 
notice of proposed group insurance shall provide that, upon acceptance by 
the insurer, the insurance coverage provided shall become effective as 
specified in § 56-7-907(b). 

(d) Acredit life insurance policy may exclude from those persons eligible for 
insurance classes of debtors determined by age and provide for the cessation of 
insurance or reduction in the amount of insurance upon attainment of specified 
ages. In the event of misstatement of age, where age is material to the 
acceptance or rejection of the risk, the insurer may provide for rescission of the 
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policy or certificate issued under the policy and a refund of all premiums paid 
for the policy by the debtor. 

(e) A group credit life insurance policy under which premiums are paid to 
the insurer monthly on outstanding balances shall contain a provision that, in 
the event of termination of the policy by the insurer or creditor, thirty-one (31) 
days’ notice of the termination shall be given to each debtor insured under the 
policy by the creditor, unless there is immediate replacement of the coverage by 
the same or another insurer. 

(f) A group credit life insurance policy shall contain in substance the 
following provisions: 

(1) A provision that the policyholder is entitled to a grace period of 
thirty-one (31) days for the payment of any premium except the first, during 
which grace period the coverage shall continue in force, unless the policy- 
holder has given the insurer written notice of termination in advance of the 
date of termination and in accordance with the terms of the policy. The policy 
may provide that the policyholder shall be liable to the insurer for the 
payment of a pro rata premium for the time the policy was in force during 
the grace period; 

(2) Aprovision that the validity of the policy shall not be contested, except 
for nonpayment of premiums, after it has been in force for two (2) years from 
its date of issue; and that no statement made by or on behalf of any person 
insured under the policy relating to the person’s age or insurability shall be 
used in contesting the validity of the insurance with respect to which the 
statement was made after the insurance has been in force prior to the 
contest for a period of two (2) years during the person’s lifetime, unless it is 
contained in a written instrument and the written instrument is signed by 
the person. The instrument shall not be in a form that encourages misrep- 
resentation or discourages disclosure of relevant facts; 

(3) A provision that a copy of the application of the policyholder shall be 
attached to the policy when issued, that all statements made by the 
policyholder or by the persons insured shall be deemed representations and 
not warranties, and that no statement made by any person insured shall be 
used in any contest unless a copy of the instrument containing the statement 
is or has been furnished to the person or to the person’s beneficiary; 

(4) A provision setting forth the conditions, if any, under which the 
insurer reserves the right to require a person eligible for insurance to 
furnish evidence of individual insurability satisfactory to the insurer as to a 
part or all of the person’s coverage; and 

(5) A provision specifying an equitable adjustment of premiums or of 
benefits or of both in the event the age of a person insured has been 
misstated, and the misstatement would have affected the premium or 
amount of benefit, the provision to contain a clear statement of the method 
of adjustment to be used. 

(g) Disability provisions in credit life insurance policies shall be so worded 
as to the payment of benefits that they are at least as favorable to the debtor 
as policies containing only disability provisions. 

(h) Individual policies of credit life insurance shall include, in addition to 
the provisions set forth in this section, the provisions of § 56-7-2307 that are 
not inconsistent with the coverage under the credit life policy. 
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(i)(1) No policy or certificate of credit life insurance shall be delivered or 
issued for delivery to any person in this state, unless the style, arrangement 
and overall appearance of the policy give no undue prominence to any 
portion of the text, and unless every printed portion of the text of the policy 
and of any endorsements or attached papers are plainly printed in light-face 
type of a style in general use, the size of which shall be uniform and not less 
than ten (10) point with a lower case unspaced alphabet length not less than 
one hundred twenty (120) point. 

(2) As.used in subdivision (i)(1), “text” includes all printed matter except 

the name and address of the insurer, name or title of the policy, a brief 
description of the coverage and the limitations or exclusions, if any, captions 
and subcaptions, and any overprint or statement of limitation of risk 
required by this or any other state to be more prominently displayed. 
(1) Dividends on participating individual policies of credit life insurance 
shall be payable to the individual insureds. Payment of the dividends may be 
deferred until such time as the policy is terminated. Dividends, or retrospec- 
tive rate credits in the case of nonparticipating group policies, on group 
policies may be paid or credited to the creditor policyholder, subject to the 
restrictions contained in this subsection (j). The policies may provide that 
dividends or retrospective rate credits that are in excess of the contribution 
of the creditor may be paid or credited to the individual debtors or applied in 
some manner for the sole benefit of debtors generally. Insurers may be 
required to demonstrate to the commissioner that the dividends or retro- 
spective rate credits are in fact equitably determined. 

(2) Dividends or retrospective rate credits shall be based on premiums 
earned and claims incurred. Payment of dividends or retrospective rate 
credits based on any other assumption shall not be allowed. 

(3) Nonparticipating individual policies of credit life insurance shall not 
be the subject of experience rating, and no agent or creditor shall receive 
retrospective commissions or other compensation, direct or indirect, based 
on the experience of policies sold through the agent or creditor or on the lives 
of the person’s debtors, except as provided in this section. 

(4) For the purposes of §§ 56-4-204 and 56-4-205, retrospective rate 

credits shall be treated in the same manner as dividends in the computation 
of the tax on gross premiums. 
(k)(1) When life insurance is requested by a creditor, the debtor shall have 
the option, upon notice to the creditor, of furnishing existing policies of 
insurance, or procuring and furnishing new policies of insurance, owned or 
controlled by the debtor and issued by any insurer authorized to transact an 
insurance business in this state for an amount not less than the indebted- 
ness, and for the term and type of insurance coverage requested by the 
creditor. Any policy furnished by the debtor shall not be subject to §§ 56-7- 
903 — 56-7-912, unless procured through or administered by the creditor or 
an agent or broker designated by or associated with the creditor. 

(2) Insurers writing credit insurance shall be responsible for establish- 
ment of procedures by which creditors are furnished a sufficient number of 
printed notices informing their debtors of the option. Creditors shall promi- 
nently display the notices. 
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History. Sections 56-7-905 — 56-7-912 are referred to 
Acts 1985, ch. 107, § 3. in §§ 56-7-904, 56-7-912. 


Seeiutia sactiniiteteccneial This section is referred to in § 56-7-907. 


Sections 56-7-902 — 56-7-912 are referred to 
in § 56-7-903. 


56-7-907. Initial amount — Commencement and term of insurance — 
Discharge of indebtedness. 


(a) The initial amount of credit life insurance issued in connection with a 
specific loan or other credit transaction shall not exceed the total amount 
repayable under the contract of indebtedness, which amount repayable may 
include the amount of the loan commitment by the creditor. 

(b)(1) The term of any credit life insurance shall, subject to acceptance by 

the insurer, if required, and unless otherwise permitted pursuant to § 56- 

7-906(c), commence on the date when the debtor becomes obligated to the 

creditor. Where a group policy provides coverage with respect to existing 

obligations, the credit life insurance on a debtor with respect to the 
indebtedness, unless otherwise expressly authorized by the commissioner, 
shall commence on the effective date of the policy. The term of an individual 
policy of credit life insurance shall not extend more than fifteen (15) days 
beyond the scheduled maturity date of the indebtedness unless extended at 

no cost to the debtor. If insurance on the life of a debtor is provided under a 

group policy, the term of the insurance shall not be continued for a period 

greater than the duration of the indebtedness. 

(2) Evidence of insurability in the form of answers to questions regarding 
the debtor’s health may be required: 

(A) If a debtor requests coverage more than thirty (30) days after the 
extension of credit for which coverage is sought; or 

(B) If the amount of life insurance applied for is twenty-five thousand 
dollars ($25,000) or more. 

(3) Where evidence of insurability is required and the evidence is fur- 
nished more than thirty (30) days after the date when the debtor becomes 
obligated to the creditor, the term of the insurance may commence on the 
date on which the insurance company determines the evidence to be 
satisfactory, and in such event there shall be an appropriate refund or 
adjustment of any charge to the debtor for the insurance. 

(c) If the indebtedness is discharged due to prepayment, the credit life 
insurance in force shall be terminated. If the indebtedness is discharged due to 
renewal or refinancing prior to the scheduled maturity date, the insurance in 
force shall be terminated before any new insurance may be issued in connec- 
tion with the renewed or refinanced indebtedness. In all cases of termination 
prior to scheduled maturity, a refund shall be paid or credited as provided in 
§ 56-7-909. 


History. Sections 56-7-905 — 56-7-912 are referred to 
Acts 1985, ch. 107, § 3. in §§ 56-7-904, 56-7-906, 56-7-912. 


Section ta Seto Betetennde: This section is referred to in § 56-7-906. 


Sections 56-7-902 — 56-7-912 are referred to 
in § 56-7-903. 


a a i 
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NOTES TO DECISIONS 


1. Estoppel. 

Grant of summary judgment in favor of the 
credit life insurance company was proper 
where the policy exclusion for diseases within 
six months of the date of coverage applied and 
the company was not estopped from relying on 
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that exclusion since the elements required for 
the application of equitable estoppel were sim- 
ply not present in the case, T.C.A. § 56-7- 
907(c). Osborne v. Mt. Life Ins. Co., 130 S.W.3d 
769, 2004 Tenn. LEXIS 242 (Tenn. 2004). 


(a)(1) No insurer shall issue any policy of group credit insurance covering 
debtors in this state, unless the rates are reasonable in relation to the 
benefits provided. The rates established prior to July 1, 1987, shall not be 
changed or adjusted until there has been an experience factor of four (4) 
years under the rates. 

(2) The rate levels are reasonable for policies that: 

(A) Condition coverage on the debtor’s active employment at the time 
the indebtedness is incurred; 

(B) Extend coverage to all debtors regardless of age or to all debtors not 
older than a specified limit, which shall be not less than sixty-five (65) 
years of age at the time the insurance becomes effective; and 

(C) Exempt from coverage suicides committed, while sane or insane, 
within two (2) years from the most recent date of issue of the policy or 
certificate. | 
(3) The applicability of the rate levels shall not be affected by the fact that 

the insurer requires the debtor to answer questions regarding health: 

(A) If the debtor applies for coverage more than thirty (30) days after 
the extension of credit for which coverage is sought; or 

(B) If the amount of credit life insurance applied for is twenty-five 
thousand dollars ($25,000) or more. 

(b)(1) A creditor may remit and an insurer may collect premiums on either 
a single premium basis or on a monthly outstanding balance basis. If the 
creditor adds identifiable insurance charges or premiums for credit life 
insurance to the total amount of indebtedness, the creditor has loaned the 
premium or insurance charge to the debtor and the premium on the 
insurance charge is deemed collected for the insurer as soon as it is added to 
the indebtedness. In that event the creditor must remit and the insurer must 
collect on a single premium basis only. A creditor may remit and an insurer 
may collect on the monthly basis if the insurance charge or premium is not 
added to the amount of the loan and does not constitute part of the 
outstanding indebtedness, or if no direct or indirect finance, carrying, credit 
or service charge is made to the debtor in connection with the insurance 
charge or premium. 
(2)(A) Nothing in this subsection (b) is intended to prohibit the premium 
or identifiable charge for decreasing, also known as reducing, term credit 
life insurance from being calculated prior to the commencement of the 
term of the insurance: 
(i) On that amount of insurance equal to each contractual monthly or 
other periodic outstanding principal balance of the specific loan or other 
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credit transaction in connection with which the insurance is issued; and 
(ii) At the rate that is the actuarial equivalent of the dollar and cent 
approved per annum rate for equal decreasing term credit life insur- 

ance; 

(B) The premium or other identifiable charge so determined may be 
collected as a single premium at the commencement of the term of the 
insurance. 

(3) “Single premium,” as used in this subsection (b), means and includes 
that premium that is paid in a single payment, with the commencement of 
the term notwithstanding the method of calculation or determination. 

(c) Aminimum premium of fifty cents (50¢) shall be considered reasonable 
on any policy of credit life insurance. In the event any premium is unearned 
and to be returned to the insured, no returned premium calculated at less than 
one dollar ($1.00) need be refunded. 

(d) An insurer may receive approval of a different premium rate or schedule 
of premium rates to be used in connection with a particular policy form, or a 
class or classes of debtors of a creditor, the class or classes of debtors including, 
but not being limited to, debtors whose repayment schedules provide for less 
rapid repayment of principal than is assumed in calculating rates for decreas- 
ing term credit insurance, that demonstrates to the satisfaction of the 
commissioner that the mortality or morbidity experience that may reasonably 
be anticipated to result in a premium that is reasonable in relation to the 
benefits provided. 

(e) If an insurer proposes to write any type of life coverage in connection 
with loans or credit transactions other than those described in this section, it 
may request a public hearing to determine if a public need exists for the 
coverage, and to determine, through credible statistics, the initial rate to be 
employed. 

(f) Where an identifiable charge for group credit life insurance is made to 
insured borrowers or purchasers, the charge shall not exceed the premium 
provided for in the group policy issued to the creditor at the date of issue of the 
certificate. 


History. 
Acts 1985, ch. 107, §§ 3, 7; 1991, ch. 48, §§ 1, 
Be 


Compiler’s Notes. 

Acts 1991, ch. 43, § 3 provided that the 
amendments to this section by that act do not 
constitute a change in, but are merely declara- 
tory of, the existing law, and that no insurer is 
required, because of the requirements of the 


amendments, to again make any filing with 
respect to a filing already made and approved 
by the commissioner. 


Section to Section References. 

Sections 56-7-902 — 56-7-912 are referred to 
in § 56-7-903. 

Sections 56-7-905 — 56-7-912 are referred to 
in §§ 56-7-904, 56-7-906, 56-7-912. 


56-7-909. Termination of insurance — Refunds and charges. 


(a) Each individual policy of credit life insurance on which the premium is 
paid by the debtor and each group certificate for which an identifiable charge 
is made to the debtor shall provide that, in the event of termination of the 
insurance prior to the scheduled maturity date of the indebtedness, any refund 
or premium or identifiable charge due shall be paid or credited promptly to the 
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debtor. If a debtor has paid a premium or an identifiable charge for credit life 
insurance to the creditor and the insurance is declined by the insurer or 
otherwise does not become effective, the insurer or creditor shall immediately 
give written notice to the debtor and shall promptly arrange for refund or 
credit to the debtor of any premium or identifiable charge paid by the debtor for 
the insurance plus interest and fees charged on the premium or identifiable 
charge. 

(b)(1) The refund of premiums or identifiable charges, in the case of level 

term credit life insurance and of reducing term credit life insurance on which 

premiums are payable other than by a single premium, shall be equal to the 
pro rata unearned gross premium, and in the case of reducing term credit life 
insurance paid by a single premium shall be equal to the amount computed 
by the sum of digits formula commonly known as the “Rule of 78”; however, 
refunds calculated at less than one dollar ($1.00) need not be made. If fifteen 

(15) days or less of a loan month has been earned, no charge may be made, 

but if over fifteen (15) days, a full month may be charged. 

(2) The formulae to be used in computing the amounts of the return 
premiums shall be filed with and approved by the commissioner. 

(c) An insurer shall promptly refund to an individual policyholder, and 
refund or credit to a group policyholder, any refund of premium due on 
termination of insurance prior to the scheduled maturity date of the indebt- 
edness, and a group policyholder or creditor shall promptly refund or credit to 
the debtor any refund due. If an amount at least equal to the amount of any 
premium refund is still owed to the creditor on the indebtedness as covered, 
then the creditor may elect to apply the amount of the refund to the 
indebtedness. It shall be the obligation of the insured to notify the insurer of 
any early payoff of the indebtedness that is covered by insurance. Insurers 
shall establish procedures by which the refunds or credits are made. Each 
individual policy or group certificate of credit life insurance issued after 
January 1, 2006, shall provide a notice in the policy or certificate that it is the 
obligation of the insured to notify the insurer of any early payoff of the 
indebtedness that is covered by the insurance and that the insured may be 
entitled to a refund. 


History. 
Acts 1985, ch. 107, § 3; 2005, ch. 399, § 1. 


Compiler’s Notes. 

Acts 2005, ch. 399, § 2 provided that the act 
is declaratory of existing law and is only in- 
tended to clarify the law. The passage of the act 
shall not create any implication that any 
change in existing law is effected. 


Section to Section References. 

Sections 56-7-902 — 56-7-912 are referred to 
in § 56-7-903. 

Sections 56-7-905 — 56-7-912 are referred to 
in §§ 56-7-904, 56-7-906, 56-7-912. 

This section is referred to in §§ 56-7-906, 
56-7-907. 


56-7-910. Claims — Verification of premiums and payments. 


(a) An insurer issuing credit life insurance shall be responsible for the 
settlement, adjustment and payment of all claims and shall establish and 
maintain adequate claim files, which may be reviewed and examined by the 
commissioner. All claims shall be promptly reported to the insurer, or its 
designated claim representative, and all claims shall be settled as soon as 
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possible and in accordance with the terms of the insurance contract. “Promptly 
reported” means that adequate proofs of loss are in the possession of the 
insurer at the time its funds are disbursed in payment of claims. All claims 
shall be paid either by draft drawn upon the insurer or by check of the insurer 
to the order of the claimant to whom payment of the claim is due pursuant to 
the policy provisions, or upon direction of the claimant to the one specified. 

(b) No plan or arrangement shall be used whereby any person, firm or 
corporation other than the insurer or its designated claim representative is 
authorized to settle or adjust claims. The creditor shall not be designated as 
claim representative for the insurer in settling or adjusting claims; provided, 
that a group policyholder that employs one (1) or more persons for claims and 
insurance administration who are not directly involved in making loans may, 
by arrangement with the group insurer, draw drafts or checks in payment of 
claims due to the group policyholder subject to audit and review by the insurer. 
However, nothing in this section shall be construed to relieve the insurer of the 
responsibility for the proper settlement, adjustment and payment of all claims 
in accordance with the terms of the insurance contract and this regulation. 

(c) It is the responsibility of the insurer to make a good faith examination of 
each lender’s account at least annually, verifying the accuracy of premiums or 
other identifiable credit life insurance charges, premium refunds, and claims 
payments which have been reported to the insurer. 


History. Sections 56-7-905 — 56-7-912 are referred to 
Acts 1985, ch. 107, § 3. in §§ 56-7-904, 56-7-906, 56-7-912. 


Fg pli tis pil py i Slap This section is referred to in § 56-7-906. 


Sections 56-7-902 — 56-7-912 are referred to 
in § 56-7-903. 


56-7-911. Reserves. 


In order to assure that sufficient funds will be made available to make the 
refunds as required and to guarantee promised benefits to policyholders, 
aggregate reserves maintained by the insurer for credit life insurance shall be 
at least equal to the sum of the following: 

(1) For single premium credit life insurance: 
(A)Gi) If ages are available, the net single premiums for the remaining 
benefits, calculated by a seriatim method using the 1980 commissioner’s 
standard extended term table and interest of not more than three and 
one half percent (3.5%). Insurers using this standard may accumulate 
an additional reserve to assure adequacy of funds for refunds and excess 
claims on terminated group policies or agency agreements. Approximate 
methods of calculating this reserve liability may be approved by the 
commissioner; provided, that: 
(a) The actuarial derivation establishes clearly that the method 
produces at least the minimum reserve; and 
(6) The assumptions on which the approximation is based are 
checked for accuracy and validity against the current business of the 
insurer at least annually; 
(ii) Approval of the methods shall be obtained from the commissioner 


POLICIES AND POLICYHOLDERS 56-7-912 
prior to their use and the annual verification of assumptions shall be 
filed with the commissioner; or 

(B) If ages are not available, the gross unearned premium, on the “Rule 


of 78” or pro rata basis as specified for refunds, calculated exactly; 
(2) For single premium credit life insurance issued after December 31, 


2004: 


(A)G) If ages are available, an insurer may calculate the net single 
premium for the remaining benefits by a seriatim method using the 
2001 Commissioner’s Standard Ordinary Male Composite Ultimate 
Mortality Table in lieu of the calculations under subdivision (1) for 
credit life insurance issued after December 31, 2004. The interest rates 
used in determining the minimum standard for valuation shall be the 
calendar year statutory valuation interest rates as defined in § 56-1- 
403(c)(1) [repealed]. Insurers using this standard may accumulate an 
additional reserve to assure adequacy of funds for refunds and excess 
claims on terminated group policies or agency agreements. Approximate 
methods of calculating this reserve liability may be approved by the 
commissioner; provided, that: 
(a) The actuarial derivation establishes clearly that the method 
produces at least the minimum reserve; and 
(b) The assumptions on which the approximation is based are 
checked for accuracy and validity against the current business of the 
insurer at least annually; 

(ii) Approval of the methods shall be obtained from the commissioner 
prior to their use and the annual verification of assumptions shall be 
filed with the commissioner; or 
(B) If ages are not available, the gross unearned premium, on the “Rule 


of 78” or pro rata basis as specified for refunds, calculated exactly; and 
(3) For credit life insurance on the outstanding balance plan, reserves 
shall be equal to the gross unearned premium, calculated upon a pro rata 


basis. 


History. 
Acts 1985, ch. 107, § 3; 1988, ch. 538, § 1; 
2005, ch. 69, § 1. 


Compiler’s Notes. 

For information on the 2001 Commissioners 
Standard Ordinary Male Composite Ultimate 
Mortality Table, referred to in this section, 
contact the American Council of Life Insurers, 
101 Constitution Avenue, NW, Suite 700, Wash- 
ington, DC 20001-2133, telephone 202-624- 
2000. 


Section 56-1-403, referred to in this section, 
was repealed by Acts 2013, ch. 260, § 1, effec- 
tive July 1, 2013. 


Section to Section References. 

Sections 56-7-902 — 56-7-912 are referred to 
in § 56-7-903. 

Sections 56-7-905 — 56-7-912 are referred to 
in §§ 56-7-904, 56-7-906, 56-7-912. 


56-7-912. Powers and duties of commissioner. 


(a) Within sixty (60) days of the filing of any item described in § 56-7-905(c), 
the commissioner shall approve the item unless it contains provisions that are 


contrary to this title. 


(b) The commissioner may adopt rules interpreting or making specific 
application of §§ 56-7-903 — 56-7-912, but has no power to vary or deviate 
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from §§ 56-7-903 — 56-7-911 and this section, nor to extend the commission- 
er’s power or jurisdiction to matters not provided for in §§ 56-7-903 — 
56-7-912. 

(c) Notwithstanding subsection (b) or any other provision to the contrary, 
the commissioner may exempt credit life insurance for which no identifiable 
charge is made to the debtor from the application of §§ 56-7-903 — 56-7-911 
and this section, if the commissioner finds that the application of §§ 56-7-903 
— 56-7-911 and this section to the insurance is not necessary for the protection 
of insured debtors. 


History. Sections 56-7-905 — 56-7-912 are referred to 
Acts 1985, ch. 107, § 3. in §§ 56-7-904, 56-7-906. 


Section to Section References. 
Sections 56-7-902 — 56-7-912 are referred to 
in § 56-7-903. 


56-7-913. Advisory committee on credit life insurance rates. 


(a) There is established the advisory committee on credit life insurance 
rates to be composed of six (6) persons, at least two (2) of whom shall be directly 
associated with the credit life insurance business. The governor shall appoint 
the members for staggered six-year terms. The members shall receive no 
compensation but shall be reimbursed for all travel in accordance with the 
travel regulations promulgated by the department of finance and administra- 
tion. 

(b) It is the duty of the advisory committee to hold hearings and to 
recommend the rates for credit life insurance, which levels would be deemed 
reasonable in relation to the benefits provided. The recommendations must 
include rates for single life and joint life decreasing term credit life insurance, 
and single life and joint life level term credit life insurance. The recommen- 
dations shall be by majority vote of the membership of the advisory committee. 
The department shall provide any personnel, services, information or other 
assistance requested by the committee as it needs to decide its recommenda- 
tions. 

(c) The recommendations on rates shall be filed with the commissioner. The 
commissioner shall approve rates for credit life insurance after consideration 
of the recommendations. The decision of the commissioner is appealable to 
chancery court, where the review shall be de novo upon the record accompa- 
nied by the presumption of correctness of the finding, unless the preponder- 
ance of the evidence is otherwise. 


History. 
Acts 1985, ch. 107, § 8. 


56-7-914. Annual declaration concerning compensation to creditors. 


(a) As part of its required annual statement, each company licensed to sell 
credit insurance in this state and each company authorized as a credit 
reinsurer in this state shall submit a declaration under oath executed by the 
company president stating whether the company or a subsidiary has: . 

(1) Paid any compensation to creditors in violation of § 56-7-902; or 
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(2) Entered into any reinsurance transaction with a reinsurer who, with 
the knowledge of the declaring company, has paid compensation to creditors 
in violation of § 56-7-902. 

(b) In the event a company submits a false declaration as described in 
subsection (a), the company shall be subject to the sanctions set forth in 
§ 56-8-109. 


History. section shall apply to all annual statements 
Acts 1988, ch. 834, § 1. filed after April 25, 1988. 
Compiler’s Notes. 
Acts 1988, ch. 834, § 2 provided that this 
PART 10 


HEALTH AND ACCIDENT INSURANCE 


56-7-1001. Credentialing and contracting of health care providers by 
health insurance entities. 


(a)(1) A health insurance entity, as defined in § 56-7-109, regardless of 

status as a participating organization of the Council on Affordable Quality 

Healthcare (CAQH) or its successor, shall notify the health care provider of 

the results of the provider’s clean CAQH credentialing application and shall 

notify the health care provider as to whether or not the health insurance 
entity is willing to contract with that provider within ninety (90) calendar 
days after receipt of the completed application. 

(2) A clean CAQH application means an application that has no defect, 
misstatement of facts, improprieties, including a lack of any required 
substantiating documentation, or particular circumstance requiring special 
treatment that impedes prompt credentialing. 

(b) Unless otherwise required by a national accrediting body, a health 
insurance entity shall accept and begin processing a completed credentialing 
application, whether a CAQH or the health insurance entity’s application, as 
early as ninety (90) calendar days before the anticipated employment start 
date of the health care provider. 

(c) Unless otherwise required by a national health insurance entity accred- 
iting body, a health insurance entity shall not mandate, in order to process a 
credentialing application, whether a CAQH or the health insurance entity’s 
application, that a health care provider have an active health care liability 
insurance policy and bear the unnecessary costs of the premiums before the 
provider’s employment start date. 

(d) No health insurance entity shall reflect, in either written material sent 
to its members or on a web site available to its members, that a health care 
provider is an in-network provider or that the provider’s credentialing appli- 
cation is pending approval until such time as a contract is signed by both the 
provider and the health insurance entity and the provider is eligible to be 
reimbursed as an in-network provider. 

(e)(1) Nothing in this section requires a health insurance entity to contract 

with a provider if the health insurance entity and the provider do not agree 

on the terms and conditions of the provider contract. 


56-7-1001 INSURANCE 484 


(2) Nothing in this section creates a private cause of action against a 


health insurance entity. 

(f)(1) A health insurance entity shall provide to any medical group practice 
with which the entity has an existing contract a list of all information and 
supporting documentation required for a credentialing application of a new 
provider applicant to be considered complete pursuant to this subsection (f). 


=- 


(2)(A) A health insurance entity shall notify a new provider applicant in 
writing of the status of a credentialing application no later than five (5) 
business days of receipt of the application. The notice shall indicate if the 
application is complete or incomplete, and, if the application is incomplete, 
the notice shall indicate the information or documentation that is needed 
to complete the application. 

(B) If the application is incomplete and the new provider applicant 
submits additional information or documentation to complete the appli- 
cation, the health insurance entity shall comply with the requirements of 
subdivision (f)(2)(A) upon receipt of the additional information or docu- 
mentation. 

(C) A health insurance entity shall notify a new provider applicant of 
the results of the new provider applicant’s credentialing application 
within ninety (90) calendar days after notification from the health insur- 
ance entity that the application is complete. 

(D) If a new provider applicant fails to submit a complete credentialing 
application to a health insurance entity within thirty (30) calendar days of 
notice of an incomplete application, then the application is deemed 
incomplete and credentialing is discontinued. If a new provider applicant 
fails to submit a complete network participation enrollment form, includ- 
ing signature evidencing intent to participate with the group and any 
other required documentation, to a health insurance entity within thirty 
(30) calendar days of notice of an incomplete application, then the new 
provider applicant is ineligible to receive the payment set out in (f)(3)(A). 
(3)(A) A new provider applicant shall not submit any claims for covered 
services provided by the new provider applicant to the health insurance 
entity for reimbursement while the credentialing application is pending. If 
claims are submitted while the credentialing application is pending, the 
health insurance entity may deny the claims. Upon notification pursuant 
to subdivision (f)(2)(C), the new provider applicant shall submit all held 
claims to the health insurance entity, and the health insurance entity 
shall pay reimbursement at the contracted in-network rate for any covered 
medical services provided by the new provider applicant during the time 
between receipt of a complete credentialing application pursuant to 
subdivision (f)(2)(A) and notification pursuant to subdivision (f)(2)(C). In 
the event that a new provider applicant or medical group practice has 
specified a network start date for the new provider applicant that is later 
than the time of receipt of a complete credentialing application pursuant 
to subdivision (f)(2)(A), the health insurance entity shall pay reimburse- 
ment at the contracted in-network rate for any covered medical services 
provided by the new provider applicant during the time between the 
specified network start date and notification pursuant to subdivision 


(f)(2)(C). 
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(B) A health insurance entity’s reimbursement obligation under subdi- 
vision (f)(3)(A) applies only to medical services provided in the name of the 
medical group practice by a new provider applicant that is billing for 
professional services under the existing group contract. 
(4)(A) Nothing in this section requires a health insurance entity to pay 
reimbursement at the contracted in-network rate for any covered medical 
services provided by the new provider applicant if the new provider 
applicant’s credentialing application is not approved or the health insur- 
ance entity is otherwise not willing to contract with the new provider 
applicant. 

(B) A medical group practice may be required to refund any reimburse- 
ment monies paid by the health insurance entity for services provided by 
a new provider applicant whose credentialing approval was obtained by 
fraud. 

(C) A medical group practice shall not collect from a health insurance 
beneficiary any amount for services provided if the new provider appli- 
cant’s credentialing application is not approved or any amount refunded to 
a health insurance entity under subdivision (f)(4)(B). 

(5) As used in this subsection (f): 

(A) “Existing group contract” means a participating provider agreement 
between a medical group practice and a health insurance entity, under 
which physicians and other providers of the medical group bill for services 
provided to patients covered by health insurance provided by the health 
insurance entity, and under which a new provider applicant who is a 
member of the medical group practice will become a participating provider 
upon successful completion of the credentialing process; 

(B) “Health insurance entity” has the same meaning provided in 
§ 56-7-109(a); and 

(C) “New provider applicant” means a physician or other licensed 
provider of medical services who has submitted a completed credentialing 
application to a health insurance entity. 

(6) Nothing in this subsection (f) shall apply to the TennCare program or 


any successor Medicaid program provided for in title 71, chapter 5; the 
CoverKids Act of 2006, compiled in title 71, chapter 3, part 11; the Access 
Tennessee Act of 2006, compiled in title 56, chapter 7, part 29; any other plan 
managed by the health care finance and administration division of the 
department of finance and administration or any successor division or 
department; or the group insurance plans offered under title 8, chapter 27. 


History. 
Acts 2007, ch. 365, § 1; 2012, ch. 798, § 21; 
2015, ch. 386, § 1. 


Compiler’s Notes. 

Former §§ 56-7-1001 — 56-7-1007, concern- 
ing health and accident insurance, were trans- 
ferred by Acts 1992, ch. 984, §§ 1-4, effective 
upon the 1994 replacement of this volume. 
Section 56-7-1001 was transferred to §§ 56-7- 
2301 and 56-7-2604, and §§ 56-7-1002 — 56-7- 


1007 were transferred to §§ 56-7-2405, 56-7- 
2601, 56-7-2503, 56-7-2302, 56-7-2501 and 56- 
7-2325, respectively. 

Acts 2015, ch. 386, § 2 provided that the act, 
which adds (f) effective January 1, 2016, shall 
apply to new provider applicant credentialing 
applications submitted to a health insurance 
entity on or after January 1, 2016. 


Law Reviews. 
A Gap in the Affordable Care Act: Will Tax 
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Credits Be Available for Insurance Purchased Thou Shalt Opt Out: Reforming the Religious 

Through Federal Exchanges?, 66 Vand. L. Rev. Conscience Exemption from Social Security 

1259 (2013). and the Affordable Care Act Based on State 
Eat Your Broccoli: The Affordable Care ActIs Experience, 43 U. Mem. L. Rev. 659 (2013). 

a Valid Exercise of Congress’s War Power, 43 U. 

Mem. L. Rev. 639 (2013). 


56-7-1002. Telehealth services. [Effective until January 1, 2017. See 
version effective on January 1, 2017.] 


(a) As used in this section: 

(1) “Health insurance entity” has the same meaning as defined in § 56- 
7-109 and includes managed care organizations participating in the medical 
assistance program under title 71, chapter 5; 

(2) “Healthcare services” has the same meaning as defined in 
§ 56-61-102; 

(3) “Healthcare services provider” means an individual acting within the 
scope of a valid license issued pursuant to title 63; 

(4) “Qualified site” means the office of a healthcare services provider, a 
hospital licensed under title 68, a facility recognized as a rural health clinic 
under federal Medicare regulations, a federally qualified health center, any 
facility licensed under title 33, or any other location deemed acceptable by 
the health insurance entity; 

(5) “Store-and-forward telemedicine services”: 

(A) Means the use of asynchronous computer-based communications 
between a patient and healthcare services provider at a distant site for the 
purpose of diagnostic and therapeutic assistance in the care of patients; 
and 

(B) Includes the transferring of medical data from one (1) site to 
another through the use of a camera or similar device that records or 
stores an image that is sent or forwarded via telecommunication to 
another site for consultation; 

(6) “Telehealth”: 

(A) Means the use of real-time, interactive audio, video telecommuni- 
cations or electronic technology, or store-and-forward telemedicine ser- 
vices by a healthcare services provider to deliver healthcare services to a 
patient within the scope of practice of the healthcare services provider 
when: 

(i) Such provider is at a qualified site other than the site where the 
patient is located; and 

(ii) The patient is at a qualified site or at a school clinic staffed by a 
healthcare services provider and equipped to engage in the telecommu- 
nications described in this section; and 

(B) Does not include: 

(i) An audio-only conversation; 
(ii) An electronic mail message; or 
(iii) A facsimile transmission; and 

(7) “Telehealth provider” means a healthcare services provider engaged in 
the delivery of healthcare services through telehealth. 

(b) Healthcare services provided through a telehealth encounter shall 
comply with state licensure requirements promulgated by the appropriate 


487 POLICIES AND POLICYHOLDERS 56-7-1002 
licensure boards. Telehealth providers shall be held to the same standard of 
care as healthcare services providers providing the same healthcare service 
through in-person encounters. 

(c) A telehealth provider who seeks to contract with or who has contracted 
with a health insurance entity to participate in the health insurance entity’s 
network shall be subject to the same requirements and contractual terms as a 
healthcare services provider in the health insurance entity’s network. 

(d) Subject to subsection (c), a health insurance entity: 

(1) Shall provide coverage under a health insurance policy or contract for 
covered healthcare services delivered through telehealth; 

(2) Shall reimburse a healthcare services provider for the diagnosis, 
consultation, and treatment of an insured patient for a healthcare service 
covered under a health insurance policy or contract that is provided through 
telehealth; 

(3) Shall not exclude from coverage a healthcare service solely because it 
is provided through telehealth and is not provided through an in-person 
encounter between a healthcare services provider and a patient; and 

(4) Shall reimburse healthcare services providers who are out-of-network 
for telehealth care services under the same reimbursement policies appli- 
cable to other out-of-network healthcare services providers. 

(e) A health insurance entity shall provide coverage for healthcare services 
provided during a telehealth encounter in a manner that is consistent with 
what the health insurance policy or contract provides for in-person encounters 
for the same service. 

(f) Nothing in this section shall require a health insurance entity to pay 
total reimbursement for a telehealth encounter, including the use of telehealth 
equipment, in an amount that exceeds the amount that would be paid for the 
same service provided by a healthcare services provider in an in-person 
encounter. 

(g) Any provisions not stipulated by this section shall be governed by the 
terms and conditions of the health insurance contract. 

(h) Nothing in this section shall apply to accident-only, specified disease, 
hospital indemnity, plans described in § 1251 of the Patient Protection and 
Affordable Care Act, Public Law 111-148, as amended and § 2301 of the Health 
Care and Education Reconciliation Act of 2010, Public Law 111-152, as 
amended (both in 42 U.S.C. § 18011), plans described in the Employee 
Retirement Income Security Act of 1974 (ERISA) (29 U.S.C. § 1001 et seq.), 
Medicare supplement, disability income, long-term care, or other limited 
benefit hospital insurance policies. 


History. 
Acts 2014, ch. 675, § 1. 


Compiler’s Notes. 

Former §§ 56-7-1001 — 56-7-1007, concern- 
ing health and accident insurance, were trans- 
ferred by Acts 1992, ch. 984, §§ 1-4, effective 
upon the 1994 replacement of this volume. 
Section 56-7-1001 was transferred to §§ 56-7- 


2301 and 56-7-2604, and §§ 56-7-1002 — 56-7- 
1007 were transferred to §§ 56-7-2405, 56-7- 
2601, 56-7-2503, 56-7-2302, 56-7-2501 and 56- 
7-2325, respectively. 

Acts 2014, ch. 675, § 2 provided that this act, 
that enacted this section, shall apply to all 
policies, contracts, and health benefit plans 
issued, delivered, or renewed in this state on or 
after January 1, 2015. 
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Section to Section References. 
This section is referred to in § 63-1-155. 


56-7-1002. Telehealth services. [Effective on January 1, 2017. See ver- 
sion effective until January 1, 2017.] 


(a) As used in this section: 

(1) “Health insurance entity” has the same meaning as defined in $ 56-7- 
109 and includes managed care organizations participating in the medical 
assistance program under title 71, chapter 5; 

(2) “Healthcare services” has the same meaning as defined in § 56-61-102; 

(3) “Healthcare services provider” means an individual acting within the 
scope of a valid license issued pursuant to title 63 or any state-contracted 
crisis service provider employed by a facility licensed under title 33; 

(4) “Qualified site” means the office of a healthcare services provider, a 
hospital licensed under title 68, a facility recognized as a rural health clinic 
under federal Medicare regulations, a federally qualified health center, any 
facility licensed under title 33, or any other location deemed acceptable by the 
health insurance entity; 

(5) “Store-and-forward telemedicine services”: 

(A) Means the use of asynchronous computer-based communications 
between a patient and healthcare services provider at a distant site for the 
purpose of diagnostic and therapeutic assistance in the care of patients; 
and 

(B) Includes the transferring of medical data from one (1) site to another 
through the use of a camera or similar device that records or stores an 
image that is sent or forwarded via telecommunication to another site for 
consultation; 

(6) “Telehealth”: 

(A) Means the use of real-time, interactive audio, video telecommunica- 
tions or electronic technology, or store-and-forward telemedicine services by 
a healthcare services provider to deliver healthcare services to a patient 
within the scope of practice of the healthcare services provider when: 

(i) Such provider is at a qualified site other than the site where the 
patient is located; and 

(it) The patient is at a qualified site or at a school clinic staffed by a 
healthcare services provider and equipped to engage in the telecommu- 
nications described in this section; and 

(B) Does not include: 

(i) An audio-only conversation; 
(it) An electronic mail message; or 
(iit) A facsimile transmission; and 

(7) “Telehealth provider” means a healthcare services provider engaged in 
the delivery of healthcare services through telehealth. 

(6) Healthcare services provided through a telehealth encounter shall comply 
with state licensure requirements promulgated by the appropriate licensure 
boards. Telehealth providers shall be held to the same standard of care as 
healthcare services providers providing the same healthcare service through 
in-person encounters. 
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(c) A telehealth provider who seeks to contract with or who has contracted 
with a health insurance entity to participate in the health insurance entity’s 
network shall be subject to the same requirements and contractual terms as a 
healthcare services provider in the health insurance entity’s network. 

(d) Subject to subsection (c), a health insurance entity: 

(1) Shall provide coverage under a health insurance policy or contract for 
covered healthcare services delivered through telehealth; 

(2) Shall reimburse a healthcare services provider for the diagnosis, 
consultation, and treatment of an insured patient for a healthcare service 
covered under a health insurance policy or contract that is provided through 
telehealth without any distinction or consideration of the geographic location 
or any federal, state, or local designation, or classification of the geographic 
area where the patient is located; 

(3) Shall not exclude from coverage a healthcare service solely because it is 
provided through telehealth and is not provided through an in-person 
encounter between a healthcare services provider and a patient; and 

(4) Shall reimburse healthcare services providers who are out-of-network 
for telehealth care services under the same reimbursement policies applicable 
to other out-of-network healthcare services providers. 

(e) A health insurance entity shall provide coverage for healthcare services 
provided during a telehealth encounter in a manner that is consistent with 
what the health insurance policy or contract provides for in-person encounters 
for the same service, and shall reimburse for healthcare services provided 
during a telehealth encounter without distinction or consideration of the 
geographic location, or any federal, state, or local designation or classification 
of the geographic area where the patient is located. 

(f) Nothing in this section shall require a health insurance entity to pay total 
reimbursement for a telehealth encounter, including the use of telehealth 
equipment, in an amount that exceeds the amount that would be paid for the 
same service provided by a healthcare services provider in an in-person 
encounter. 

(g) Any provisions not stipulated by this section shall be governed by the 
terms and conditions of the health insurance contract. 

(h) Nothing in this section shall apply to accident-only, specified disease, 
hospital indemnity, plans described in § 1251 of the Patient Protection and 
Affordable Care Act, Public Law 111-148, as amended and § 2301 of the Health 
Care and Education Reconciliation Act of 2010, Public Law 111-152, as 
amended (both in 42 U.S.C. $ 18011), plans described in the Employee 
Retirement Income Security Act of 1974 (ERISA) (29 U.S.C. § 1001 et seq.), 
Medicare supplement, disability income, long-term care, or other limited benefit 
hospital insurance policies. 


History. 
Acts 2014, ch. 675, § 1; 2016, ch. 990, §§ 1-3. 


Compiler’s Notes. 

Former §§ 56-7-1001 — 56-7-1007, concern- 
ing health and accident insurance, were trans- 
ferred by Acts 1992, ch. 984, §§ 1-4, effective 
upon the 1994 replacement of this volume. 


Section 56-7-1001 was transferred to §§ 56-7- 
2301 and 56-7-2604, and §§ 56-7-1002 — 56-7- 
1007 were transferred to §§ 56-7-2405, 56-7- 
2601, 56-7-2503, 56-7-2302, 56-7-2501 and 56- 
7-2325, respectively. 

Acts 2014, ch. 675, § 2 provided that this act, 
that enacted this section, shall apply to all 
policies, contracts, and health benefit plans 


56-7-1003 


issued, delivered, or renewed in this state on or 
after January 1, 2015. 


Amendments. 

The 2016 amendment, effective January 1, 
2017, substituted “title 63 or any state-con- 
tracted crisis service provider employed by a 
facility licensed under title 33;” for “title 63”; 
added “without any distinction or consideration 
of the geographic location or any federal, state, 
or local designation, or classification of the 


56-7-1003. [Expired.] 


History. 

Acts 2014, ch. 839, § 1; expired pursuant to 
Acts 2014, ch. 839, § 2, effective August 1, 
2015. 


Compiler’s Notes. 

Former §§ 56-7-1001 — 56-7-1007, concern- 
ing health and accident insurance, were trans- 
ferred by Acts 1992, ch. 984, §§ 1-4, effective 
upon the 1994 replacement of this volume. 
Section 56-7-1001 was transferred to §§ 56-7- 
2301 and 56-7-2604, and §§ 56-7-1002 — 56-7- 
1007 were transferred to §§ 56-7-2405, 56-7- 
2601, 56-7-2503, 56-7-2302, 56-7-2501 and 56- 
7-2325, respectively. 

For the preamble to the act concerning 
health insurance cost and other negative im- 
pacts of the federal Patient Protection and 
Affordable Care Act, please refer to Acts 2014, 
ch. 839. 
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geographic area where the patient is located;” 
to the end of (d)(2) and added “and shall reim- 
burse for healthcare services provided during a 
telehealth encounter without distinction or con- 
sideration of the geographic location, or any 
federal, state, or local designation or classifica- 
tion of the geographic area where the patient is 
located.” to the end of (e). 


Effective Dates. 
Acts 2016, ch. 990, § 4. January 1, 2017. 


The federal Patient Protection and Afford- 
able Care Act, P.L. 111-148, referenced in this 
section, is compiled primarily throughout Title 
42 U.S.C. 

Former § 56-7-1003, concerning the Health 
insurance entity to provide estimate of amount 
of premium increase or decrease or tax increase 
attributable to federal Patient Protection and 
Affordable Care Act, expired on August 1, 2015. 

Acts 2014, ch. 839, § 2 provided that: “This 
act shall take effect August 1, 2014, the public 
welfare requiring it, and shall expire on August 
1, 2015, the public welfare requiring it.” 

Former § 56-7-1003 concerned health insur- 
ance entity providing estimate of amount of 
premium increase or decrease or tax increase 
attributable to federal Patient Protections and 
Affordable Care Act. 


56-7-1004. Managed health insurer prohibited from contacting pa- 
tient of physician’s practice to change referral for services 
to another provider — Exceptions — Civil penalty — 


Applicability. 


(a) A managed health insurance issuer, as defined by § 56-32-128(a), that 
has contracted with a physician’s practice to be a part of that health insurance 
plan’s network of providers shall not directly contact or employ an agent to 
directly contact a patient of the physician’s practice in an effort to change a 
referral for services to another provider, unless the following occurs: 

(1) The ordering physician, the nurse practitioner under the physician’s 
supervision, the physician assistant under the physician’s supervision, or a 
representative of one (1) of the providers is given the opportunity to indicate 
a particular preference as to the provider of a requested service. In the event 
a managed health insurance issuer or its agent contacts the patient to 
suggest alternative providers, the patient shall be notified that the ordering 
provider indicated a particular preference; 

(2) The ordering physician, the nurse practitioner under the physician’s 
supervision, the physician assistant under the physician’s supervision, or a 
representative of one (1) of the providers is notified if the patient elects a 
provider other than that requested by the ordering provider if the ordering 
provider indicated a particular preference; and 
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(3) The patient is provided orally or electronically with a disclosure that 
the patient has a right to discuss the change of referral with the patient’s 
ordering physician, the nurse practitioner under the physician’s supervision, 
the physician assistant under the physician’s supervision, or a representa- 
tive of one (1) of the providers, before the appointment is changed. 

(b) Nothing in this section is intended to prohibit an insurer or the insurer’s 
agent from contacting its enrollees in a health plan to inform the patient that 
a provider is not included in the patient’s network and that there may be 
out-of-network costs incurred by using that provider. 

(c) The commissioner may assess a civil penalty for a violation of this section 
pursuant to § 56-2-305. 

(d) This section shall not apply to: 

(1) TennCare or any successor program provided for in title 71, chapter 5; 

(2) CoverKids or any successor program provided for in the CoverKids Act 
of 2006, compiled in title 71, chapter 3, part 11; 

(3) Cover Tennessee or any successor program provided for in the Cover 
Tennessee Act of 2006, compiled in part 30 of this chapter [repealed]; 

(4) Access Tennessee or any successor program provided for in the Access 
Tennessee Act of 2006, compiled in part 29 of this chapter; or 

(5) A program for home-based and community-based services to eligible 
individuals served through a health care financing administration (HCFA) 
approved waiver. 


History. repealed by Acts 2010, ch. 872, § 5, effective 
Acts 2015, ch. 518, § 1. June 30, 2015. 
Compiler’s Notes. Effective Dates. 


The Cover Tennessee Act of 2006, Title 56, ch. Acts 2015, ch. 518, § 2. July 1, 2015. 
7, part 30, referred to in this section, was 


56-7-1005. State mandated health benefits — Applicability. 


Notwithstanding any other law to the contrary, a state mandated health 
benefit, as defined in § 3-2-111, that takes effect after March 24, 2016, shall 
apply not only to private health insurance issuers, as defined in § 3-2-111, but 
also any state or local insurance program, under title 8, chapter 27, and any 
managed care organization contracting with the state to provide insurance 
through the TennCare program. 


History. Effective Dates. 
Acts 2016, ch. 683, § 1. Acts 2016, ch. 683, § 2. March 24, 2016. 


56-7-1006, 56-7-1007. [Transferred.] 


Compiler’s Notes. Section 56-7-1001 was transferred to §§ 56-7- 

Former §§ 56-7-1001 — 56-7-1007, concern- 2301 and 56-7-2604, and §§ 56-7-1002 — 56-7- 
ing health and accident insurance, were trans- 1007 were transferred to §§ 56-7-2405, 56-7- 
ferred by Acts 1992, ch. 984, §§ 1-4, effective 2601, 56-7-2503, 56-7-2302, 56-7-2501 and 56- 
upon the 1994 replacement of this volume. 17-2325, respectively. 


56-7-1008. Uniform claim forms authorized. 


(a) The commissioner has the discretion to prescribe by regulation, after due 
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consultation with providers of health care or treatment, accident and sickness 
insurers, hospital, medical and dental service corporations and other prepay- 
ment organizations representative of those organizations, claim forms for 
reporting by health care providers. The prescribed forms shall include, but 
need not be limited to, information regarding the medical diagnosis, treatment 
and prognosis of the patient, together with the details of charges incident to 
the providing of the care, treatment or services, sufficient for the purpose of 
meeting the proof requirements of an accident and sickness insurance or 
hospital, medical or dental service contract. 

(b) The adoption of any uniform claim forms by the commissioner pursuant 
to this section shall not preclude an insurer, hospital, medical or dental service 
corporation or other prepayment organization from obtaining any necessary 
additional information regarding a claim from the claimant, provider of health 
care or treatment, or certifier of coverage. 

(c) Any regulation so adopted shall specify an effective date, which shall not 
be less than twelve (12) months after the date of adoption or promulgation, 
after which no accident and sickness insurer, hospital, medical or dental 
service corporation or other prepayment plan may require providers of health 
care or treatment to complete forms differing from those prescribed by the 
commissioner pursuant to this section. 


History. Section to Section References. 
Acts 1980, ch. 506, § 1. This section is referred to.in § 68-11-220. 


56-7-1009. Health care provider credentialing applications from the 
Council on Affordable Quality Healthcare (CAQH). 


(a) A health insurance entity, as defined in § 56-7-109, that credentials or 
recredentials the providers in its networks shall accept, in addition to its own 
credentialing and recredentialing applications, the credentialing and recre- 
dentialing applications from the Council on Affordable Quality Healthcare 
(CAQH). If the health insurance entity is a participating organization of 
CAQH, then the health insurance entity shall accept the application from 
either CAQH by electronic means or from the provider by electronic means or 
by a paper copy. If the health insurance entity is not a participating organi- 
zation of CAQH, then the health insurance entity shall accept the application 
only from the provider by electronic means or by a paper copy. In either case, 
the provider shall complete and submit the attestation clause of the health 
insurance entity before an application is considered complete, if the health 
insurance entity requires it. 

(b) Nothing in this section may be construed to require a health insurance 
entity to be a participating organization or pay a fee to CAQH. 


History. drug treatment, was transferred to § 56-7- 
2005, ch. 167, § 1. 2602 by Acts 1992, ch. 984, § 4, effective upon 


Compilerw Notes: the 1994 replacement of this volume. 


Former § 56-7-1009, concerning alcohol and 
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56-7-1010. Jurisdiction over insurers. 


(a) Notwithstanding any other law, and except as provided in this title, any 
person or other entity that provides coverage in this state for medical, surgical, 
chiropractic, physical therapy, speech pathology, audiology, professional men- 
tal health, dental, hospital, or optometric expenses, whether the coverage is by 
direct payment, reimbursement, or otherwise, shall be presumed to be subject 
to the jurisdiction of the department unless the person or other entity shows 
that while providing the services it is subject to the jurisdiction of another 
agency of this or another state or the federal government. 

(b) A person or entity may show that it is subject to the jurisdiction of 
another agency of the state or federal government by providing to the 
commissioner the appropriate certificate, license or contract issued by the 
other governmental agency that permits or qualifies it to provide those services 
for which it is licensed or certified. 

(c) Any person or entity that is unable to show that it is subject to the 
jurisdiction of another agency of this or another state or the federal govern- 
ment shall submit to an examination by the commissioner to determine the 
organization and solvency of the person or the entity, and to determine 
whether or not the person or entity is in compliance with the applicable 
provisions of this code. 

(d) Any person or entity unable to show that it is subject to the jurisdiction 
of another agency of this state or another state or the federal government shall 
be subject to all appropriate provisions of this code regarding the conduct of its 
business. 

(e) Any production agency or administrator, licensed by the department, 
that advertises, sells, transacts or administers coverage in this state, as 
described in subsection (a), which is provided by any person or entity described 
in subsection (c), shall, if that coverage is not fully insured or otherwise fully 
covered by an admitted life or health insurer, nonprofit hospital service plan 
corporation, or nonprofit medical service plan corporation, advise any pur- 
chaser, prospective purchaser, and covered person of the lack of insurance or 
other coverage. Any administrator that advertises or administers coverage in 
this state that is described in subsection (a), that is provided by any person or 
entity described in subsection (c), shall advise any production agency of the 
elements of the coverage including the amount of stop-loss insurance in effect. 


History. Resener, J. A. Whitson, K. J. Miller), 50 Tenn. 
Acts 1983, ch. 314, § 1. L. Rev. 785 (1988). 


Law Reviews. 
Selected Tennessee Legislation of 1983 (N. L. 


56-7-1011, 56-7-1012. [Transferred.| 


Compiler’s Notes. ferred to §§ 56-7-2603 and 56-7-2502, respec- 
Former §§ 56-7-1011 and 56-7-1012, con- _ tively, by Acts 1992, ch. 984, § 4, effective upon 

cerning audiologists and speech pathologists the 1994 replacement of this volume. 

and mammography screening, were trans- 


56-7-1013 INSURANCE 494 


56-7-1013. Access to health carriers’ payment policies — Rules — Fee 
Schedules. 


(a) As used in this section, “health insurance carrier” means any entity 
subject to the insurance laws and regulations of this state, or subject to the 
jurisdiction of the commissioner of commerce and insurance, that contracts 
with healthcare providers in connection with a plan of health insurance, health 
benefits or health services. 

(b) Health insurance carriers shall provide or make available to a health- 
care provider, when contracting or renewing an existing contract with the 
provider, the payment or fee schedules or other information sufficient to enable 
the healthcare provider to determine the manner and amount of payments 
under the contract for the healthcare provider’s services prior to final execu- 
tion or renewal of the contract. The payment or fee schedule or other 
information submitted to a healthcare provider pursuant to this section shall 
include a description of processes and factors that may be applicable and that 
may affect actual payment, e.g., copayments, coinsurance, deductibles, risk 
sharing arrangements and liability of third parties. A health insurance carrier, 
upon request of a healthcare provider, shall make available to the healthcare 
provider examples of actual payment for procedures frequently performed by 
the provider that involve combinations of services or payment codes, if the 
actual payment for the procedures can not be ascertained from the fee schedule 
or other information submitted to a healthcare provider pursuant to this 
section. The provisions of this subsection (b) requiring the submission of a fee 
schedule or other information upon renewal of an existing contract shall not be 
applicable to renewal of an existing contract when the payment or fee schedule 
previously provided to the healthcare provider has not changed. 

(c) Any change to payment or fee schedules applicable to providers under 
contract with a health insurance carrier shall be made available to the 
providers at least thirty (30) days prior to the effective date of the amendment; 
provided, that this subsection (c) shall not apply to changes in standard codes 
and guidelines developed by the American Medical Association or a similar 
organization. A health insurance carrier shall not require any hospital, by 
contract, reimbursement or otherwise, to notify the health insurance carrier of 
a hospital inpatient admission within less than one (1) business day of the 
hospital inpatient admission if the notification or admission occurs on a 
weekend or federal holiday. Nothing in this subsection (c) shall affect the 
applicability or administration of other provisions of a contract between a 
hospital and health insurance carrier, including, without limitation, preautho- 
rization requirements for scheduled inpatient admissions. 

(d) A healthcare provider receiving information pursuant to subsection (b) 
shall not share the information with an unrelated person without the prior 
written consent of the health insurance carrier. The remedies available to a 
health insurance carrier to enforce this subsection (d) shall include, but not be 
limited to, injunctive relief. A health insurance carrier seeking extraordinary 
relief to enforce this subsection (d) shall not be required to establish irrepa- 
rable harm with regard to the sharing of competitively sensitive information. 

(e) This section shall not apply to nonprofit dental service corporations 
established under chapter 30 of this title. 
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History. amendment by that act shall apply to all con- 
Acts 2002, ch. 638, §§ 1, 2; 2008, ch.987,§ 1; tracts, or contract renewals, entered into on or 
2009, ch. 333, § 1. after August 1, 2002. 


Compiler’s Notes. 
Acts 2002, ch. 638, § 3 provided that the 


56-7-1014. Protocols and procedures for reimbursing physicians em- 
ployed by federally qualified health centers — Expedited 
credentialing process. 


(a) Health insurance entities, as defined in § 56-7-109, that contract with 
the state and perform services for the TennCare program or any successor 
program pursuant to title 71 shall establish reasonable protocols and proce- 
dures for reimbursing physicians employed by federally qualified health 
centers, so long as the protocols and procedures do not violate National 
Committee for Quality Assurance (NCQA) standards. At a minimum, the 
protocols and procedures shall: 

(1) Subject to approval of a physician credentialing application, permit 
physician reimbursement for rendered services from the date the physician’s 
completed credentialing application is received for consideration by the 
health insurance entity; provided, however, that a contractual relationship 
exists between the provider or the group or facility for whom the physician 
works; and 

(2) Require that any reimbursement paid the physician shall be retroac- 
tively recouped or rescinded in the event the physician’s credentialing 
application is denied. 

(b) As an alternative to subsection (a), health insurance entities, as defined 
in § 56-7-109, that contract with the state and perform services for the 
TennCare program or any successor program pursuant to title 71 may 
establish an expedited credentialing process for reimbursing physicians em- 
ployed by federally qualified health centers, so long as the process does not 
violate NCQA standards. 

(c) As used in this section, “federally qualified health center” means entities 
defined in §§ 1861(aa) and 1905 of the federal Social Security Act (42 U.S.C. 
§ 1395x and 42 U.S.C. § 1396d, respectively). 

(d) Nothing in this section shall require reimbursement of physician- 
rendered services that are not benefits or services covered by the health 
insurance entity. 


History. 
Acts 2006, ch. 966, § 1. 


56-7-1015. Reimbursement for anatomic pathology services. 


(a) No patient, insurer, or third party payor shall be required to reimburse 
any licensed practitioner for charges or claims submitted in violation of this 
part. 

(b) A clinical laboratory or physician, located in this state, or in another 
state, providing anatomic pathology services for patients in this state, shall 
present or cause to be presented a claim, bill or demand for payment for these 
services only to the following: 
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(1) The patient directly; 

(2) The responsible insurer or other third-party payor; 

(3) The hospital, public health clinic, or nonprofit health clinic ordering 
such services; 

(4) The referring laboratory or a referring physician; provided, that: 

(A) A physician in the referring laboratory is performing or supervising 
the professional component of the anatomic pathology service for the 
patient; or 

(B) A referring physician has provided a written confirmation to the 
physician or laboratory providing the anatomic pathology service that the 
patient is not covered under any health care benefit program; 

(5) Governmental agencies and/or their specified public or private agent, 
agency, or organization on behalf of the recipient of the services. 

(c) Except for a physician billing for a referring laboratory’s services 
pursuant to subsection (g) or (h), no licensed practitioner in the state shall, 
directly or indirectly, charge, bill, or otherwise solicit payment for anatomic 
pathology services unless such services were rendered personally by the 
licensed practitioner or under the licensed practitioner’s direct supervision in 
accordance with § 353 of the Public Health Service Act (42 U.S.C. § 268a). 

(d) Nothing in this section shall be construed to mandate the assignment of 
benefits for anatomic pathology services as defined in this section or payment 
for anatomic pathology services under this section, or under any health care 
benefit program, to any practitioner or physician exempted from this section. 

(e) For purposes of this section, “anatomic pathology services” means: 

(1) Histopathology or surgical pathology, meaning the microscopic exami- 
nation (professional component) and histologic processing of organ tissue 
(technical component) performed by a physician or under the supervision of 
a physician; 

(2) Cytopathology, meaning the microscopic examination of cells from the 
following: 

(A) Fluids; 

(B) Aspirates; 

(C) Washings; 

(D) Brushings; or 

(KE) Smears, including the Pap test examination performed by a physi- 
cian or under the supervision of a physician; 

(3) Hematology, meaning the microscopic evaluation of bone marrow 
aspirates and biopsies performed by a physician, or under the supervision of 
a physician, and peripheral blood smears when the attending or treating 
physician, or technologist requests that a blood smear be reviewed by a 
pathologist; 

(4) Sub-cellular pathology or molecular pathology, meaning the assess- 
ment of a patient specimen for the detection, localization, measurement, or 
analysis of one or more protein or nucleic acid targets; 

(5) Blood-banking services performed by pathologists. 

(f) For purposes of the section, “health care benefit program” means any 
group or individual insurance or health maintenance policy or contract, 
whether public or private, which provides benefits for medical items or 
services. 
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(g) Areferring physician may bill a patient not covered under a health care 
benefit program for an anatomic pathology service if the referring physician 
was billed pursuant to § 56-7-1015(b)(4); provided, that the referring physi- 
cian complies with the disclosure requirement of § 63-6-214(b)(22) or § 63-9- 
111(b)(22) and does not, directly or indirectly, markup or increase the actual 
amount billed by the physician or clinical laboratory that performed the 
anatomic pathology service. 

(h) This section does not prohibit a laboratory, physician, physician’s office 
or group practice directly performing the professional component of the 
anatomic pathology service from billing for a referring laboratory’s services in 
instances where a sample or samples must be sent to another physician or 
laboratory for consultation or histologic processing. For purposes of this 
subsection (h), “referring laboratory” means a laboratory that performs histo- 
logic processing or consultation on an anatomic pathology specimen. 

(i) Nothing in this section shall be construed to mandate the billing of any 
patient not covered under a health care benefit program, or any referring 
physician who has ordered an anatomic pathology service for a patient not 
covered under a health care benefit program. 

(j) Nothing in this section shall apply to anatomic pathology services billed 
by gastroenterologists on patients in this state until July 1, 2014. 

(k) The respective state licensing boards having jurisdiction over any 
practitioner who may request or provide anatomic pathology services may 
revoke, suspend or deny renewal of the license of any practitioner who violates 
this section. 


History. 
Acts 2010, ch. 952, § 1. 


Section to Section References. 
This section is referred to in §§ 63-6-214, 
63-9-111. 


56-7-1016. Tennessee Health Freedom Act. 


(a) This section shall be known and may be cited as the “Tennessee Health 
Freedom Act.” 
(b) As used in this section: 

(1) “Healthcare services” means any service, treatment, or provision of 
product for the care of physical or mental disease, illness, injury, defect or 
condition, or to otherwise maintain or improve physical or mental health, 
subject to all laws and rules regulating health service providers and 
products within this state; 

(2) “Mode of securing” means to purchase directly or on credit or by trade, 
or to contract for third-party payment by insurance or other legal means 
authorized by the state, or to apply for or accept employer or government- 
sponsored healthcare benefits under such conditions as may legally be 
required as a condition of such benefits, or any combination of the same; 

(3) “Penalty” means any civil or criminal fine, tax, salary or wage 
withholding, surcharge, fee or any other imposed consequence established 
by law or rule of a government or its subdivision or agency that is used to 
punish or discourage the exercise of rights protected under this chapter. 
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(c)(1) The power to require or regulate a person’s choice in the mode of 
securing healthcare services, or to impose a penalty related thereto, is not 
found in the Constitution of the United States, and is therefore a power 
reserved to the people pursuant to the ninth amendment, and to the several 
states pursuant to the tenth amendment. This state hereby exercises its 
sovereign power to declare the public policy of this state regarding the right 
of all persons residing in this state in choosing the mode of securing 
healthcare services. 

(2) It is declared that the public policy of this state, consistent with our 
constitutionally-recognized and inalienable right of liberty, is that every 
person within this state is and shall be free to choose or to decline to choose 
any mode of securing healthcare services without penalty or threat of 
penalty; provided, however, that this title and title 36 concerning require- 
ments for healthcare coverage of children in child support cases shall not be 
altered in any manner by this section. 

(3) It is declared that the public policy of this state, consistent with our 
constitutionally-recognized and inalienable right of liberty, is that every 
person within this state has the right to purchase health insurance or to 
refuse to purchase health insurance, unless purchase of health insurance is 
otherwise a condition of employment. The government may not interfere 
with a citizen’s right to purchase health insurance or with a citizen’s right to 
refuse to purchase health insurance. The government may not enact a law 
that would restrict these rights or that would impose a form of punishment 
for exercising either of these rights. Any law to the contrary shall be void ab 
initio. | 

(4) The policy stated in this section shall not be applied to impair any 
right of contract related to the provision of healthcare services to any person 
or group. 

(d) No public official, employee, or agent of this state or any of its political 
subdivisions shall act to impose, collect, enforce, or effectuate any penalty in 
this state that violates the public policy set forth in this section. 


History. 
Acts 2011, ch. 9, § 1. 


56-7-1017. Prohibition against a dental insurance plan from requiring 
a participating dentist to provide services to covered 
individuals at a fee set by the plan. 


(a) As used in this section: 

(1) “Covered services” means dental care for which a reimbursement is 
available under the enrollee’s plan contract, or for which a reimbursement 
would be available but for the application of contractual limitations such as 
deductibles, copayments, coinsurance, waiting periods, annual or lifetime 
maximums, frequency limitations, alternative benefits payments, or any 
other limitation; and 

(2) “Participating provider” means a dentist licensed to practice dentistry 
in this state, who provides dental services to an enrollee at a fee set by or at 
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a fee subject to the approval of an insurer, dental services plan, third party 

administrator or any other party that contracts to provide dental services. 

(b) No contract offered by any insurer, dental service plan, third party 
administrator or other party that covers any dental services, and no contract 
or participating provider agreement with a dentist may require, directly or 
indirectly, that a dentist who is a participating provider, provide services to an 
enrollee at a fee set by, or at a fee subject to the approval of the dental service 
plan, insurer, third party administrator or other party that covers any dental 
plan services unless the dental services are covered services. 

(c) No contract offered by any insurer, dental service plan, third party 
administrator or other party with a participating provider that covers any 
covered services may provide nominal or de minimis coverage for covered 
services under the contract for the sole purpose of avoiding the requirements 
of this section. 

(d) Nothing in this section shall apply to the TennCare program and any 
medical assistance provided pursuant to title 71, chapter 5, or to the state 
children’s health insurance program established under title XXI of the Social 
Security Act, subchapter XXI, chapter 7 of title 42 (42 U.S.C. § 1397aa et seq.). 


History. which enacted this section, shall apply only to 
Acts 2011, ch. 240, § 1. contracts entered into or renewed on or after 


Compiler’s Notes. July 2, 2011. 


Acts 2011, ch. 240, § 2 provided that the act, 


PART 11 
GENERAL PROVISIONS — AUTO INSURANCE 


56-7-1101. Priority and applicability of coverages. 


(a)(1) In all cases arising out of the use of a motor vehicle on which the 
owner of the motor vehicle has any insurance coverages, the owner’s policy 
is primary if the vehicle is being operated with the permission of the owner 
and within the scope of the permission granted. 

(2) Any other coverages that may be available to the permittee are not 
applicable unless and until the limits of all coverages provided by the 
owner’s policy first are exhausted. 

(b) Any provision of subdivision (a)(1) or (a)(2) to the contrary notwithstand- 
ing, where the only insurance coverage provided by the owner of the vehicle is 
under a garage policy, then any coverage that may be available to the 
permittee shall be primary and the coverage under the owner’s garage policy 
shall not be applicable unless and until the limits of all coverage available to 
the permittee shall be first exhausted; provided, that when any non-owned 
vehicle is in the possession, custody or control of a person who is in the 
business of storing, parking, servicing or repairing vehicles, then any insur- 
ance available to the owner shall not be applicable unless and until all 
insurance that is available under a garage policy of the person in possession 
has been exhausted. 

(c) When a claim arises out of the operation of a motor vehicle that is leased 
under a written lease agreement, and pursuant to which agreement the lessee 
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provides coverage for the vehicle, then any other coverage that may be 
available for the vehicle through the lessor is not applicable unless and until 
the limits of all coverage provided by the lessee for the vehicle first are 
exhausted. 

(d) Subsections (a) and (c) are effective as to all policies written after May 7, 
1973, and to all renewals of existing policies made after May 7, 1973. 


Subsection (b) is effective as to all policies written after April 5, 1974, and to all 


renewals of existing policies made after April 5, 1974. 


History. 

Acts 19738, ch. 209, §§ 1-3; 1974, ch. 779, 
§§ 1, 2; 1976, ch. 652, §§ 1, 2; T.C.A., § 56- 
1164. 


Cross-References. 
Financial responsibility of owners or opera- 
tors, title 55, ch. 12. 


Law Reviews. 

Insurance — Dockins v. Balboa Insurance 
Co.: Has the Tennessee Supreme Court Misin- 
terpreted the Legislative Intent of the Unin- 
sured Motorist Statutes? 20 Mem. St. U.L. Rev. 
683 (1991). 


NOTES TO DECISIONS 


Analysis 


. Prior Policies. 

Permittees with General Custody. 

. Ownership. 

Primary Coverage by Owner. 

—Statutory Provisions Not Waivable. 
Primary Coverage by Lessee. 

. Policies Containing Pro Rata and Excess 
Clauses. 


NID OR wD 


1. Prior Policies. 

With regard to policies issued prior to May 7, 
1973, where both lessee and lessor of truck 
involved in accident had separate insurance 
policies and each policy had clause limiting 
liability if other insurance was available, the 
“other insurance” clauses would be disregarded 
and the loss pro rated. Transamerica Ins. Co. v. 
Parrott, 531 S.W.2d 306, 1975 Tenn. App. 
LEXIS 170 (Tenn. Ct. App. 1975). 


2. Permittees with General Custody. 

Where a person was granted general custody 
of a motor vehicle by the owner-named insured, 
insured’s policy was deemed to extend coverage 
to such permittee even where his use was not 
within the contemplation of the insured when 
he parted with possession since, as a practical 
matter, it would be difficult to determine what 
use would be “within the scope of permission” 
and what use would not be so included where 
the insured surrendered general custody of the 
vehicle to another. Employers Ins. of Wausau v. 
Woodruff, 568 S.W.2d 625, 1978 Tenn. App. 
LEXIS 290 (Tenn. Ct. App. 1978). 


3. Ownership. 

Where both the lessor and lessee insured a 
vehicle, and both obtained “owners” policies, 
there was only one owner of the vehicle for the 
purposes of this section which was the lessor, 


and his policy was primary. Home Ins. Co. v. 
Glens Falls Ins. Co., 675 S.W.2d 486, 1984 
Tenn. App. LEXIS 3392 (Tenn. Ct. App. 1984). 

The endorsement in the lessee’s policy that 
the vehicle will be considered a “covered auto 
you own” did not make the lessee an owner of 
the vehicle. Home Ins. Co. v. Glens Falls Ins. 
Co., 675 S.W.2d 486, 1984 Tenn. App. LEXIS 
3392 (Tenn. Ct. App. 1984). 


4, Primary Coverage by Owner. 


5. —Statutory Provisions Not Waivable. 

An owner cannot cause an endorsement of a 
lessee’s insurance policy to override the provi- 
sions of subsection (a), which requires that the 
owner’s policy provide primary coverage con- 
cerning a vehicle being operated with the per- 
mission of the owner and within the scope of 
the permission granted. Home Ins. Co. v. Glens 
Falls Ins. Co., 675 S.W.2d 486, 1984 Tenn. App. 
LEXIS 3392 (Tenn. Ct. App. 1984). 

Section 56-7-1101(b) contains no language 
requiring that the use of the vehicle be related 
to test-driving or temporary use before an own- 
er’s garage policy will be secondary, but rather 
the plain language of the statute indicates only 
that the owner’s policy will be secondary if it is 
a garage policy. Tennessee Farmers Mut. Ins. 
Co. v. Moore, 958 S.W.2d 759, 1997 Tenn. App. 
LEXIS 250 (Tenn. Ct. App. 1997). 


6. Primary Coverage by Lessee. 

For subsection (c) to apply, the lease must 
provide that the lessee will provide insurance 
coverage for the vehicle. Home Ins. Co. v. Glens 
Falls Ins. Co., 675 S.W.2d 486, 1984 Tenn. App. 
LEXIS 3392 (Tenn. Ct. App. 1984). 


7. Policies Containing Pro Rata and Ex- 
cess Clauses. 

Pro rata and excess “other insurance” clauses 

in homeowner’s and liability policies were not 
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repugnant since the homeowner’s policy would 
always provide primary coverage for an insured 
event, whereby, in the event other insurance 
existed, coverage under the liability policy 


Collateral References. 

Right of “named insured” in automobile in- 
surance policy to delete coverage on nonowned 
automobile or other vehicle without notice to 
owner or operator thereof. 13 A.L.R.4th 905. 

Risks within “loading and unloading” clause 
of motor vehicle liability insurance policy. 6 
A.L.R.4th 686. 

What constitutes “private passenger automo- 
bile” in insurance policy provisions defining 
risks covered or excepted. 11 A.L.R.4th 475. 

When is automobile furnished or available 
for regular use within “drive other car” cover- 
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would be excess only. Shelter Mut. Ins. Co. v. 
State Farm Fire & Cas. Co., 930 S.W.2d 570, 
1996 Tenn. App. LEXIS 229 (Tenn. Ct. App. 
1996). 


age of automobile liability policy. 8 A.L.R.4th 
387. 

When is automobile “used under contract in 
behalf of, or loaned to,” insured, within mean- 
ing of “hired automobile” provision of automo- 
bile insurance policy. 5 A.L.R.4th 636. 

“Who is named insured” within meaning of 
automobile insurance. 91 A.L.R.3d 1280. 

Who is “resident” or “member” of same 
“household” or “family” as named insured, 
within liability insurance provision defining 
additional insureds. 93 A.L.R.3d 420. 


56-7-1102. Automobile liability insurance — Noncancellable and guar- 
anteed renewable policies. 


(a) Any insurer licensed to write automobile liability insurance in this state 
may issue a noncancellable and guaranteed renewable automobile liability 
insurance policy, which shall not be cancelled by the insurer and may be 
renewed at the option of the insured for so long as: 

(1) The insurer remains licensed to write automobile liability insurance in 


this state; 


(2) The insured and all other operators of the insured motor vehicle 


maintain valid operator’s licenses; 


(3) All premiums, premium balances and renewal premiums are paid 


when due; and 


(4) The insured motor vehicle is used for any purpose for which the 
insurer has a valid rate approved by the commissioner. 


(b) If membership in any organization is a prerequisite for the issuance of 
all policies by an insurer, then the insurer may require active membership and 
continuation of active membership for the issuance of the policy or renewal of 
the policy issued by the insurer. 

(c) Any insurer who issues an automobile liability insurance policy with 
noncancellable or guaranteed renewable restrictions, using rates or rating 
plans filed with and approved by the commissioner, may not be bound by the 
restrictions if any rates or rating plans that have been filed for the specific use 


of the policies are subsequently rejected by the commissioner. 


History. 
Acts 1972, ch. 723, § 1; T.C.A., § 56-1161. 


Compiler’s Notes. 
As to licenses issued on or after July 1, 1989, 


the distinction between “operator’s” and “chauf- 
feur’s” licenses no longer exists, and all driver 
licenses are issued in one of the classes speci- 
fied in § 55-50-102. See also § 55-50-305. 


NOTES TO DECISIONS 


1. Applicability. 
The trial court did not err in ruling that 


§ 1-3-103 and T.C.A. § 56-7-1102 did not apply 
to extend the insured’s right to accept continu- 
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being met. Robinson v. Tennessee Farmers 
Mut. Ins. Co., 857 S.W.2d 559, 1993 Tenn. App. 
LEXIS 70 (Tenn. Ct. App. 1993). 


ous coverage under an insurance policy where 
the policy had lapsed for nonpayment of pre- 
mium and where the insurer had extended an 
offer to renew coverage upon certain conditions 


Who is “member” or “resident” of same “fam- 
ily” or “household,” within no-fault or unin- 
sured motorist provisions of motor vehicle in- 
surance policy. 66 A.L.R.5th 269. 


Collateral References. 

Application of automobile insurance “entitle- 
ment” exclusion to family member. 25 
A.L.R.5th 60. 


56-7-1103. Motor vehicle liability — Applicability of sections. 


Sections 56-7-1103 — 56-7-1105 are applicable only in causes of action 
arising out of the ownership or operation of a motor vehicle when service of 
process cannot be obtained on the owner or operator of the motor vehicle by 
either personal service of process or by service on the secretary of state where 
there is a nonresident involved. 


History. 
Acts 1976, ch. 612, § 1; T.C.A., § 56-1173. 


Section to Section References. 
Sections 56-7-1103 — 56-7-1105 are referred 
to in § 56-7-1105. 


56-7-1104. Requiring whereabouts of insured. 


(a) Upon a sheriffs return of “not to be found” within the particular county, 
or upon the secretary of state being unable to complete process upon the 
defendant or defendants, the plaintiff may serve demand notice upon the 
liability insurance carrier to reveal the location and whereabouts of the 
defendant automobile owner or operator. 

(b) If the carrier is not a domestic company, the demand notice shall be 
through the commissioner. The demand notice shall be by certified mail with a 
return receipt requested and shall include a certified copy of the sheriffs 
return. 

(c) The liability insurance carrier shall, upon notice, reveal to the plaintiff or 
the plaintiffs attorney any information it possesses as to the location of the 
defendant automobile operator or owner. 


History. 
Acts 1976, ch. 612, § 2; T.C.A., § 56-1174. 


Section to Section References. 
Sections 56-7-1103 — 56-7-1105 are referred 
to in §§ 56-7-1103, 56-7-1105. 


Textbooks. 
Tennessee Jurisprudence, 15 Tenn. Juris., 
Insurance, § 136. 


NOTES TO DECISIONS 


Analysis 


1. Applicability. 
2. Service. 


1. Applicability. 
Owners were in contact with the driver’s 


liability insurance carrier, and the carrier 
would have been required to disclose her ad- 
dress to them pursuant to T.C.A. § 56-7-1104 
had the owners merely requested the informa- 
tion; there were no attempts to obtain the 
driver’s address from this source. Jones v. John- 
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son, 244 $.W.3d 338, 2007 Tenn. App. LEXIS 
438 (Tenn. Ct. App. July 16, 2007), appeal 
denied, — S.W.3d —, 2007 Tenn. LEXIS 1056 
(Tenn. 2007). 


2. Service. 

Insured’s service on his uninsured motorist 
carrier was not sufficient to properly commence 
the action because the procedure in T.C.A. 
§ 56-7-1206(d), allowing a plaintiff to sue an 
uninsured motorist carrier directly, was not 


POLICIES AND POLICYHOLDERS 


56-7-1107 


triggered; in order to trigger the statute allow- 
ing a suit to be commenced directly against an 
uninsured motorist carrier, the summons had 
to be returned with some indication that the 
defendant was “not to be found,” but nothing 
indicated that service was either attempted or 
accomplished on anyone related to the alleged 
tortfeasor. Liput v. Grinder, 405 S.W.3d 664, 
2013 Tenn. App. LEXIS 136 (Tenn. Ct. App. 
Feb. 27, 2013), appeal denied, — S.W.3d —, 
2013 Tenn. LEXIS 615 (Tenn. July 11, 2013). 


56-7-1105. Liability for failure to comply. 


Willful violation of §§ 56-7-1103, 56-7-1104 and this section by the liability 
insurance carrier shall render the carrier liable in damages to the plaintiff. 


History. 
Acts 1976, ch. 612, § 3; T.C.A., § 56-1175. 


Section to Section References. 
Sections 56-7-1103 — 56-7-1105 are referred 
to in § 56-7-1103. 


56-7-1106. Collision insurance purchased as a condition to financing 
automobile purchase. 


When a creditor or lender requires a borrower to purchase collision insur- 
ance as a condition to obtaining a loan to purchase an automobile, and sells 
collision, but not liability, insurance to the borrower, then the creditor or lender 
shall provide written notice to the borrower that no liability insurance is being 
sold. This written notice shall be signed by the borrower and explained to the 
borrower as a part of or together with the loan papers executed by the 
borrower. 


History. 
Acts 1981, ch. 409, § 1. 


Cross-References. 


Unfair or deceptive acts prohibited, § 47-18- 
104. 


Section to Section References. 


Retail installment contracts, § 47-11-103. This section is referred to in § 56-7-1119. 


56-7-1107. Accident prevention course for older drivers — Reductions 
in premiums. 


(a) The rates and premiums for every policy of automobile insurance shall 
include a provision for appropriate reductions, as determined by the insurer to 
be actuarially justified, for any motor vehicle when the regular operators are 
over fifty-five (55) years of age and have successfully completed a motor vehicle 
accident prevention course approved by the commissioner of safety; however, 
there shall be no reduction in premiums for a self-instructed course. For 
purposes of this section, “self-instructed course” shall not include an online 
course that is approved by the commissioner pursuant to subsection (c). 

(b)(1) The premium reduction shall remain in effect for the qualifying 

insured for a period of three (3) years from the date of successful completion 

of the accident prevention course, except that the insurer may elect to apply 
the premium reduction beginning at the next renewal date of the policy and 
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continuing for a three-year period. 

(2) The period of premium reduction for an operator who has repeated the 
accident prevention course shall be based only upon the last course the 
operator has successfully completed. 

(c) Any accident prevention course approved under this section shall be 
taught by an instructor approved by the commissioner, and the course shall 
consist of at least eight (8) hours of classroom instruction or an online course 
that is approved by the commissioner. Each operator who successfully com- 
pletes an approved motor vehicle accident prevention course shall be issued a 
certificate by the course’s sponsoring agency. Records of completion shall be 
maintained in a manner acceptable to the commissioner and shall be the basis 
of qualification for the premium discount. 

(d) Any person claiming eligibility for a rate or premium reduction shall be 
responsible for providing to the person’s insurance company the information 
necessary to determine eligibility. 

(e) This section does not apply to: 

(1) Any motor vehicle that is a part of a fleet or is used for commercial 
purposes unless there is a regularly assigned principal operator; 

(2) Any motor vehicle subject to a higher rate or premium because of an 
operator’s previous motor vehicle claims experience, or to any motor vehicle 
whose operator has been convicted or forfeited bond for the violation of any 
of the motor vehicle laws of this state, until that operator shall have 
maintained a driving record free of at-fault accidents or violations for a 
continuous period of three (3) years; 

(3) Any motor vehicle whose operator has had an operator’s license 
revoked or suspended for any reason within the previous three (3) years; or 

(4) Any motor vehicle whose operator is required by any court to take a 
defensive driver training course. 

(f) The department of safety is authorized to promulgate rules and regula- 
tions to effectuate the purposes of this section. The rules and regulations shall 
include establishing the criteria for the motor vehicle accident prevention 
course and providing a means of certification for instructors of the motor 
vehicle accident prevention course and certification of an online motor vehicle 
accident prevention course. The rules and regulations shall be promulgated in 
accordance with the Uniform Administrative Procedures Act, compiled in title 
4, chapter 5. 


History. 
Acts 1983, ch. 13, §§ 1-5, 7; 1990, ch. 880, 
§ 1; 2010, ch. 617, §§ 1-3. 


Compiler’s Notes. 
As to licenses issued on or after July 1, 1989, 
the distinction between “operator’s” and “chauf- 


licenses are issued in one of the classes speci- 
fied in § 55-50-102. See also § 55-50-305. 


Law Reviews. 

Selected Tennessee Legislation of 1983 (N. L. 
Resener, J. A. Whitson, K. J. Miller), 50 Tenn. 
L. Rev. 785 (1983). 


feur’s” licenses no longer exists, and all driver 


56-7-1108. Personal automobile insurance of municipal, county, and 
state employees. 


Whenever a full-time employee of municipal, county, or state government is 
involved in a traffic accident while acting as the agent of the governmental 
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employer and while operating a motor vehicle owned by the governmental 
employer, the accident shall in no way be considered by the employee’s 
personal automobile insurance carrier in fixing insurance premiums, nor shall 
it cause any increase in the employee’s personal automobile insurance premi- 
ums. 


History. 
Acts 1983, ch. 195, § 1. 


56-7-1109. Effect of accidents on premiums. 


(a) Whenever a person who is employed as a driver is involved in a traffic 
accident in the course of employment and while operating a motor vehicle 
owned by or leased to the person’s employer, the accident shall in no way be 
considered by the person’s personal automobile insurance carrier in fixing 
insurance premiums, nor shall it cause any increase in the person’s personal 
automobile insurance premiums, if the accident did not involve negligence on 
the part of the person. Likewise, an accident involving the person while using 
the person’s personal vehicle and not involving negligence by the person shall 
not be considered relative to insurance or premiums for the person’s employer. 

(b) Whenever a person is involved in a traffic accident while operating a 
motor vehicle, if the accident did not involve negligence on the part of the 
person, it shall in no way be considered by the person’s personal automobile 
insurance carrier in fixing premiums, nor shall it cause any increase in the 
person’s personal automobile insurance premiums. Likewise, an accident 
involving the person, while operating another person’s insured vehicle under 
the other person’s authority and not involving negligence on the part of the 
driver, shall not cause an increase in the personal automobile insurance 
premiums for the owner of the vehicle; provided, that the owner did not violate 
any contractual duties or obligations by authorizing the driver to operate the 
vehicle. 


History. 
Acts 1988, ch. 759, § 1; 1989, ch. 378, § 1. 


56-7-1110. Insurance coverage or collision damages waivers for rental 
cars. 


Any rental car company, offering for sale insurance coverage or collision 
damage waivers, shall state clearly on the front page of the rental contract that 
the purchaser of the insurance coverage or collision damage waiver offered 
may be covered for such claims on the purchaser’s personal motor vehicle 
insurance policy, and that if such insurance coverage exists under the renter’s 
personal insurance policy, and the coverage is confirmed, the renter may 
require the rental car company to submit any claims to the renter’s personal 
insurance carrier as the renter’s agent. The rental car company shall not make 
any written or oral representations that it will not present claims or negotiate 
with the renter’s insurance carrier. As used in this section, “confirmation of 
coverage” includes telephone confirmation from an insurance company repre- 
sentative. 


56-7-1111 INSURANCE 506 


History. 
Acts 1988, ch. 838, § 1. 


56-7-1111. Antique automobiles — Valuation. 


(a) If, at the request of the insurer, an appraisal of personal property to be 
insured under an automobile policy insuring an antique automobile is made, 
then, in the absence of fraud, the appraised value of the property shall be 
binding on the insurer if the insurer: 

(1) Charges and accepts a premium for the policy or endorsement to the 
policy that is based on the amount of the appraised value; and 

(2) Issues a policy or endorsement to the policy that provides coverage of 
the property in the amount of the appraised value. 

(b) This section shall apply only to policies insuring antique automobiles 
delivered, issued for delivery or renewed in this state after July 1, 1990. 


History. 
Acts 1990, ch. 895, § 1. 


56-7-1112. Coverage of foreign exchange student. 


For the purposes of motor vehicle coverage under this part for policies issued 
on or after July 1, 1997, a foreign exchange student shall be considered for 
coverage as a natural child of the adult under whose policy the child would be 
covered, if the adult provides the insurer with name, date of birth, and driver 
license number of the student. 


History. 
Acts 1997, ch. 196, § 1. 


56-7-1113. Automobile glass replacement or repair — Legislative find- 
ings. 


The general assembly finds that the acts and practices prohibited in 
§§ 56-7-1114 — 56-7-1116 are unfair, deceptive, and/or fraudulent. The prac- 
tices cause the insurer to incur higher costs and to pay a greater amount of 
claims than would be the case in the absence of the practices, unreasonably 
interfere with the contract of insurance between the insurer and the insured, 
and unfairly increase the risk assumed by the insurer. 


History. 
Acts 2000, ch. 650, § 1. 


Compiler’s Notes. 

Acts 2000, ch. 650, § 2 provided that the 
various provisions of the act are severable, and 
if any section, clause or provision is adjudged to 
be unconstitutional or invalid for any reason, 
such invalidation shall be confined to the sec- 


tion, clause or provision so held unconstitu- 
tional or invalid, and shall not affect or impair 
the operation and validity of the remaining 
sections or provisions. 


Section to Section References. 
Sections 56-7-1113 — 56-7-1116 are referred 
to in §§ 56-7-1115, 56-7-1116. 


56-7-1114. Automobile glass replacement or repair — Fraudulent and 
deceptive practices — Damages. 


(a) It is an unfair, deceptive, and/or fraudulent act for any person or entity 
engaged in automobile glass replacement or glass repair services or the 
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provision of automobile glass products to knowingly: 

(1) Offer to finance payment of the customer’s deductible on terms 
different from terms offered to customers not making an insurance claim; 

(2) Engage in a pattern or practice, on more than an occasional or isolated 
instance, of promising or offering to provide any credit, incentive, gift, rebate 
or special financing arrangement in satisfaction of all or part of an insurance 
deductible and/or co-payment owed by an insured under a policy of 
insurance; 

(3) Advertise, promote, or represent by any media, telemarketers or 
others, that services are free, if in fact an insurer will pay for the service 
and/or advertise or make offers for the purpose of soliciting a claim against 
a property or casualty insurance carrier; or 

(4) Engage in a pattern or practice, on more than an occasional or isolated 
instance of offering to defer collection of, discount, or issue a repayment of a 
customer’s deductible based in whole, or in part, on the availability of 
insurance coverage. 

(b) Any person or entity who suffers an economic loss as a result of the 
violation of this section may bring an action to recover actual damages in a 
court of competent jurisdiction in the county where the violation occurred or in 
any county where the defendant resides or conducts, transacts, or has 
transacted business. 


History. 
Acts 2000, ch. 650, § 1. 


tional or invalid, and shall not affect or impair 
the operation and validity of the remaining 


Compiler’s Notes. 

Acts 2000, ch. 650, § 2 provided that the 
various provisions of the act are severable, and 
if any section, clause or provision is adjudged to 
be unconstitutional or invalid for any reason, 


sections or provisions. 


Section to Section References. 

Sections 56-7-1113 — 56-7-1116 are referred 
to in §§ 56-7-1115, 56-7-1116. 

Sections 56-7-1114 — 56-7-1116 are referred 


such invalidation shall be confined to the sec- 
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56-7-1115. Automobile glass replacement or repair — Payment of 
claims. 


(a) Any insurance company processing a claim submitted on behalf of an 
insured by a person who is engaged in automobile glass replacement or glass 
repair services or the provision of automobile glass products to whom the 
insured has assigned benefits under an insurance policy may refuse payment 
of any claim which involves an unfair, deceptive and/or fraudulent practice as 
provided in §§ 56-7-1113 — 56-7-1116. 

(b) When there is reason to believe the practices may have occurred, 
insurance companies may require verified proof that the insured has, in fact, 
fully incurred and paid any deductible and/or co-payment required under the 
insurance policy. 


if any section, clause or provision is adjudged to 
be unconstitutional or invalid for any reason, 
such invalidation shall be confined to the sec- 
tion, clause or provision so held unconstitu- 
tional or invalid, and shall not affect or impair 
the operation and validity of the remaining 


History. 
Acts 2000, ch. 650, § 1. 


Compiler’s Notes. 
Acts 2000, ch. 650, § 2 provided that the 
various provisions of the act are severable, and 
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sections or provisions. 


Section to Section References. 
Sections 56-7-1114 — 56-7-1116 are referred 
to in § 56-7-1113. 
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Sections 56-7-1113 — 56-7-1116 are referred 
to in § 56-7-1116. 
This section is referred to in § 65-15-304. 


56-7-1116. Automobile glass replacement or repair — Violations — 


Remedies. 


A violation of §§ 56-7-1113 — 56-7-1116 also constitutes a violation of the 
Consumer Protection Act, compiled in title 47, chapter 18, part 1, subject only 
to the civil remedies provided in title 47, chapter 18, part 1, including treble 


damages and attorney’s fees. 


History. 
Acts 2000, ch. 650, § 1. 


Compiler’s Notes. 

Acts 2000, ch. 650, § 2 provided that the 
various provisions of the act are severable, and 
if any section, clause or provision is adjudged to 
be unconstitutional or invalid for any reason, 
such invalidation shall be confined to the sec- 


tional or invalid, and shall not affect or impair 
the operation and validity of the remaining 
sections or provisions. 


Section to Section References. 

Sections 56-7-1114 — 56-7-1116 are referred 
to in § 56-7-1113. 

Sections 56-7-1113 — 56-7-1116 are referred 
to in § 56-7-1115. 


tion, clause or provision so held unconstitu- 


56-7-1117. Intentional acts or omissions of vehicle owners. 


When any person, as lienholder, secured party, assignee, or otherwise, 
possesses or has any vehicle insurance policy made payable to the person, or 
other person as that person’s interest may appear, then the insurance as to the 
interest of the lienholder, secured party, assignee or other person named in the 
policy shall not be invalidated by an intentional act or omission of the owner of 
the vehicle so insured. 


History. 
Acts 2000, ch. 653, § 1. 


56-7-1118. Compliance of automobile liability insurers with require- 
ments of James Lee Atwood Jr. Law. 


(a) Automobile liability insurers, as defined in § 55-12-2038, shall comply 
with any requirements set forth in the James Lee Atwood Jr. Law, compiled in 
title 55, chapter 12, part 2, and any rules promulgated thereto. 

(b) Automobile liability insurers, as defined in § 55-12-2038, 
comply with the following requirements: 

(1) Cooperate with the department of revenue or its designated agent, the 
department of safety, and the department of commerce and insurance in 
establishing, operating, and maintaining the vehicle insurance verification 
program, as defined in § 55-12-2083; 

(2) Maintain the data necessary to verify the existence of financial 
responsibility, including liability insurance coverage provided to its custom- 
ers pursuant to the required time period established by the department of 
revenue, for the vehicle insurance verification program; 

(3) Maintain Internet service, pursuant to the requirements established 


shall also 
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under the James Lee Atwood Jr. Law, through which online insurance 
verification can take place, including responding to authorized inquiries 
from the department of revenue or its designated agent of the vehicle 
insurance verification program; and 

(4) Provide security consistent with accepted insurance industry and 
United States motor vehicle agency standards related to the transmission of 
personal data. 


(c) Automobile liability insurers that make a good faith effort to comply with 


the requirements described in subsections (a) and (b), shall have immunity 
from civil and administrative liability as to any action related to the good faith 


effort. 


History. 
Acts 2015, ch. 511, § 7. 


Compiler’s Notes. 

Acts 2015, ch. 511, § 10 provided that the 
commissioner of revenue, the commissioner of 
safety, and the commissioner of commerce and 
insurance are authorized to promulgate rules 
to effectuate the purposes of the act. All rules 


shall be promulgated in accordance with the 
Uniform Administrative Procedures Act, com- 
piled in Tennessee Code Annotated, title 4, 
chapter 5. 


Section to Section References. 
This section is referred to in §§ 56-2-305, 
65-15-304. 


56-7-1119. Exclusion of coverage to owner or operator while logged 


onto transportation network company’s digital network 
or providing a prearranged ride. 


(a) As used in this section: 

(1) “Digital network” means any online-enabled application, software, 
web site, or system offered or utilized by a transportation network company 
that enables the prearrangement of rides with transportation network 
company drivers; 

(2) “Personal vehicle” means a vehicle that is used by a transportation 
network company driver and is: 

(A) Owned, leased, or otherwise authorized for use by the transporta- 
tion network company driver; and 
(B) Not a taxicab, limousine, or for-hire vehicle; 

(3) “Prearranged ride” means the provision of transportation by a driver 
to a rider, beginning when a driver accepts a ride requested by a rider 
through a digital network controlled by a transportation network company, 
continuing while the driver transports a requesting rider, and ending when 
the last requesting rider departs from the personal vehicle. A prearranged 
ride does not include: 

(A) Shared expense carpool or vanpool arrangements provided by 
businesses engaged in the rental of motor vehicles; or 
(B) Transportation provided using a taxi, limousine, or other for-hire 

vehicle regulated pursuant to § 7-51-1003; 

(4) “Transportation network company” means a corporation, partnership, 
sole proprietorship, or other entity operating in this state that uses a digital 
network to connect transportation network company riders to transportation 
network company drivers who provide prearranged rides. A transportation 
network company shall not be deemed to control, direct, or manage the 
personal vehicles or transportation network company drivers that connect to 
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its digital network, except where agreed to by written contract; 

(5) “Transportation network company driver” or “driver” means an indi- 
vidual who: 

(A) Receives connections to potential passengers and related services 
from a transportation network company in exchange for payment of a fee 
to the transportation network company; and 

(B) Uses a personal vehicle to provide a prearranged ride to riders upon 
connection through a digital network controlled by a transportation 
network company in return for compensation or payment of a fee; and 
(6) “Transportation network company rider” or “rider” means a person or 

persons who use a transportation network company’s digital network to 

connect with a transportation network driver who provides prearranged 
rides to the rider in the driver’s personal vehicle between points chosen by 
the rider. 

(b) Insurers that write automobile insurance in this state may exclude any 
and all coverage afforded under the policy issued to an owner or operator of a 
personal vehicle for any loss or injury that occurs while a driver is logged on to 
a transportation network company’s digital network or while a driver provides 
a prearranged ride. This right to exclude all coverage may apply to any 
coverage included in an automobile insurance policy including, but not limited 
to: 

(1) Liability coverage for bodily injury and property damage; 
(2) Uninsured and underinsured motorist coverage; 

(3) Medical payments coverage; 

(4) Comprehensive physical damage coverage; and 

(5) Collision physical damage coverage. 

(c) The exclusions in subsection (b) shall apply notwithstanding any re- 
quirement under this title or under title 55, chapter 12. Nothing in this section 
requires that a personal automobile insurance policy provide coverage while 
the driver is logged on to the transportation network company’s digital 
network, while the driver is engaged in a prearranged ride, or while the driver 
otherwise uses a vehicle to transport passengers for compensation. 

(d) Automobile insurers that exclude coverage as described in subsection (b) 
shall have no duty to defend or indemnify any claim expressly excluded. 
Nothing in this section shall invalidate or limit an exclusion contained in a 
policy, including any policy in use or approved for use in this state prior to May 
20, 2015, that excludes coverage for vehicles used to carry persons or property 
for a charge or available for hire by the public. 

(e) An automobile insurer that defends or indemnifies a claim against a 
driver that is excluded under the terms of its policy as described in subsection 
(b) shall have a right of contribution against other insurers that provide 
automobile insurance to the same driver in satisfaction of the coverage 
requirements of § 55-12-141 at the time of loss. 

(f) In a claims coverage investigation, transportation network companies 
and any insurer potentially providing coverage under § 55-12-141 shall 
cooperate to facilitate the exchange of relevant information with directly 
involved parties and any insurer of the transportation network company 
driver, if applicable, including the precise times that a transportation network 
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company driver logged on and off of the transportation network company’s 
digital network in the twelve-hour period immediately preceding and in the 
twelve-hour period immediately following the accident and disclose to one 
another a clear description of the coverage, exclusions, and limits provided 
under any automobile insurance maintained under § 55-12-141. 

(g) Nothing in this section shall preclude an insurer from providing cover- 
age for a transportation network company driver’s vehicle, if it so chooses to do 
so by contract or endorsement. 

(h)(1) Nothing in this section shall limit the right of a lender or secured 

party of a driver’s vehicle to require a driver to maintain comprehensive 

damage coverage, collision damage coverage, or both for a driver’s vehicle, or 
to show evidence of such coverage to the lender or secured party, that would 
cover the period when the driver is logged on to the transportation network 
company’s digital network but is not engaged in a prearranged ride or when 
the driver is engaged in a prearranged ride. If the driver fails to maintain the 
required comprehensive or collision damage coverage, or to show evidence to 
the lender or secured party of the coverage upon reasonable request by the 
lender or secured party, the lender or secured party may obtain the coverage 
at the expense of the driver and shall have no duty to provide the disclosure 

under § 56-7-1106. 

(2) If a lender or a secured party has a secured interest in a driver’s 
vehicle and a transportation network company’s insurer makes a payment 
for a claim for damage to the driver’s vehicle that is covered under 
comprehensive or collision damage coverage held by the transportation 
network company, then the transportation network company shall cause its 
insurer to issue the payment either directly to the vehicle repair shop or 
jointly to the owner of the vehicle and the primary lender or secured party on 
the covered vehicle. 


History. Compiler’s Notes. 
Acts 2015, ch. 520, § 3. Acts 2015, ch. 520, § 1 provided that the act, 
De gee ee Nate he OG Ry which enacted this section, shall be known and 


520, § 3 purported to enact § 56-7-1118, Acts may be cited as the “Transportation Network 


2015, ch. 511, § 7 previously enacted § 56-7- Company Services Act. 
1118 and, therefore, the section enacted by Acts 

2015, ch. 520, § 3 has been codified as § 56-7- 

1119 by authority of the Code Commission. 


PART 12 
UNINSURED MOTOR VEHICLE COVERAGE 


56-7-1201. Requirements and types of coverage — Presumptions — 
Limitations of liability. 


(a) Every automobile liability insurance policy delivered, issued for delivery 
or renewed in this state, covering liability arising out of the ownership, 
maintenance, or use of any motor vehicle designed for use primarily on public 
roads and registered or principally garaged in this state, shall include 
uninsured motorist coverage, subject to provisions filed with and approved by 


56-7-1201 INSURANCE 512 


the commissioner, for the protection of persons insured under the policy who 
are legally entitled to recover compensatory damages from owners or operators 
of uninsured motor vehicles because of bodily injury, sickness or disease, 
including death, resulting from injury, sickness or disease. 

(1) The limits of the uninsured motorist coverage shall be equal to the 
bodily injury liability limits stated in the policy. 

(2) However, any named insured may reject in writing the uninsured 
motorist coverage completely or select lower limits of the coverage but not 
less than the minimum coverage limits in § 55-12-107. Any document signed 
by the named insured or legal representative that initially rejects the 
coverage or selects lower limits shall be binding upon every insured to whom 
the policy applies, and shall be conclusively presumed to become a part of the 
policy or contract when issued or delivered, regardless of whether physically 
attached to the policy or contract. Unless the named insured subsequently 
requests the coverage in writing, the rejected coverage need not be included 
in or supplemental to any continuation, renewal, reinstatement, or replace- 
ment of the policy, or the transfer of vehicles insured under the policy, where 
the named insured had rejected the coverage in connection with a policy 
previously issued by the same insurer; provided, that whenever a new 
application is submitted in connection with any renewal, reinstatement or 
replacement transaction, this section shall apply in the same manner as 
when a new policy is being issued. 

(3) No uninsured or underinsured motorist coverage need be provided in 

this state by an excess or umbrella policy of insurance. 
(b)(1) With respect to bodily injury to an insured, at a time when the insured 
is not occupying any motor vehicle, the insurance on the vehicle under which 
the injured party is an insured with the highest limits of uninsured motorist 
coverage shall apply, and no other uninsured motorist coverage shall apply. 
In no instance shall uninsured motorist coverage from more than one (1) 
policy be available as primary coverage, nor shall the injured party be an 
occupant of more than one (1) vehicle at one (1) time. 

(2) With respect to bodily injury to an insured while occupying a motor 
vehicle owned by the insured, only the limits of uninsured motorist coverage 
on the vehicle in which the insured was an occupant shall apply. The limits 
of uninsured motorist coverage shall not be increased because of multiple 
motor vehicles whether covered under a single policy or multiple policies, 
and in no event shall the total amount of recovery from all policies and 
bonds, including any amount recovered under the insured’s uninsured 
motorist coverage, exceed the limits of the insured’s uninsured motorist 
coverage. 

(3) With respect to bodily injury to an insured while occupying an 
automobile not owned by the insured, the following priorities of recovery 
under uninsured motorist coverage apply: 

(A) The uninsured motorist coverage on the vehicle in which the 
insured was an occupant shall be the primary uninsured motorist cover- 
age; 

(B) If uninsured motorist coverage on the vehicle in which the insured 
was an occupant is exhausted due to the extent of compensatory damages, 
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then the uninsured motorist coverage provided by a policy under which 

the insured is a named insured shall be applicable as excess coverage to 

the policy described in subdivision (b)(1); provided, that if the insured is 
covered as a named insured under more than one (1) policy, then only the 
policy with the highest limits of uninsured motorist coverage shall apply; 

(C) If the uninsured motorist coverage provided under the policies 
described in subdivisions (b)(3)(A) and (B), if applicable, is exhausted due 
to the extent of compensatory damages, then the uninsured motorist 
coverage provided by a policy under which the insured is covered other 
than as a named insured shall be applicable as excess coverage to the 
policies listed in subdivisions (b)(3)(A) and (B); provided, that if the 
insured is covered by more than one (1) such policy, then only the policy 
with the highest limits of uninsured motorist coverage shall apply; and 

(D) In no instance shall the insured be entitled to receive total benefits 
from all policies listed in subdivisions (b)(3)(A)-(C) in an amount greater 
than the limits of the policy providing the highest limits of uninsured 
motorist coverage. 

(c)(1) Every insured purchasing uninsured motorist bodily injury coverage 

shall be provided an opportunity to include uninsured motorist property 

damage coverage, subject to provisions filed with and approved by the 
commissioner, applicable to losses in excess of two hundred dollars ($200). 

However, the deductible of two hundred dollars ($200) shall not apply if: 

(A) The vehicle involved in the accident is insured by the same insurer 
for both collision and uninsured motorist property damage coverage; and 

(B) The operator of the other vehicle has been positively identified and 
is solely at fault. 

(2) No insurer shall be required to offer limits of property damage 
coverage greater in amount than the property damage liability limits 
purchased by the insured. After the uninsured motorist property damage 
coverage has been made available to an insured one (1) time and has been 
rejected in writing, it need not again be made available in any continuation, 
renewal, reinstatement, or replacement of the policy, or the transfer of 
vehicles insured under the policy, unless the insured makes a written 
request for the coverage; provided, that whenever a new application is 
submitted in connection with any renewal, reinstatement, or replacement 
transaction, this section shall apply in the same manner as when a new 
policy is being issued. As used in this section, “property damage” means 
damage to either the insured vehicle or property owned by an insured while 
in the insured vehicle. 

(d) The limit of liability for an insurer providing uninsured motorist 
coverage under this section is the amount of that coverage as specified in the 
policy less the sum of the limits collectible under all liability and/or primary 
uninsured motorist insurance policies, bonds, and securities applicable to the 
bodily injury or death of the insured. With regard to a claim against a 
governmental unit, political subdivision or agency thereof, the limitations of 
liability established under applicable law shall be considered as limits collect- 
ible under a liability insurance policy. 

(e) If the owner or operator of any motor vehicle that causes bodily injury or 
property damage to the insured is unknown, the insured shall have no right to 


56-7-1201 INSURANCE 514 
recover under the uninsured motorist provision unless: 

(1)(A) Actual physical contact has occurred between the motor vehicle 

owned or operated by the unknown person and the person or property of 

the insured; or 

(B) The existence of the unknown motorist is established by clear and 
convincing evidence, other than any evidence provided by occupants in the 
insured vehicle; 

(2) The insured or someone in the insured’s behalf has reported the 
accident to the appropriate law enforcement agency within a reasonable 
time after its occurrence; and 

(3) The insured was not negligent in failing to determine the identity of 
the other vehicle and the owner or operator of the other vehicle at the time 
of the accident. 

(f) No insurer shall increase the automobile insurance rate or premium of 
an insured with uninsured motorist coverage nor cancel the coverage due 
solely to the payment of any claim under uninsured motorist coverage. 

(g) Failure of the motorist from whom the insured is legally entitled to 
recover damages to file the appropriate forms required by the department of 
safety pursuant to the Financial Responsibility Law, compiled in title 55, 
chapter 12, within ninety (90) days of the accident date shall create a 
rebuttable presumption that the motorist was uninsured at the time of the 
accident. After the ninety (90) days and upon paying a fee as set by the 
department, the commissioner shall issue a certified affidavit indicating 
whether the forms have been filed. 

(h) An insurer’s proof of compliance with this section may be accomplished 
by the capture of the named insured’s signature or initials, or that of the 
insured’s legal representative, by means of electronic imaging. However, this 
subsection (h) shall not be construed to authorize utilization of an electronic 
image of the signature or initials for any purpose other than demonstrating 
insurer compliance with the requirements of this section. In accordance with 
the Uniform Administrative Procedures Act, compiled in title 4, chapter 5, the 
commissioner shall promulgate rules prescribing fines and/or other disciplin- 
ary actions to be imposed for insurer misuse of an electronic image of the 
signature or initials. 


History. 

Acts 1967, ch. 371, § 1; 1974, ch. 697, § 1; 
1977, ch. 359, § 1;impl. am. Acts 1977, ch. 446, 
§§ 7, 39; Acts 1978, ch. 710, § 1; T.C.A., § 56- 
1148; Acts 1981, ch. 291, § 2; 1982, ch. 835, § 1; 
1984, ch. 654, § 1; 1986, ch. 493, §§ 1, 2; 1986, 
ch. 667, § 1; 1988, ch. 605, § 1; 1989, ch. 313, 
§ 1; 1993, ch. 112,§ 1; 1993, ch. 137, § 1; 1996, 
ch. 711, § 1; 1996, ch. 825, § 1; 1999, ch. 196, 
$i 1) 


Cross-References. 

.Exemption from department of safety regu- 
lation for “commuter vans” and “passenger 
hauling demonstration projects”, § 65-15-103. 

Financial responsibility of owners or opera- 
tors, title 55, ch. 12. 


Section to Section References. 
This part is referred to in § 9-8-307. 
This section is referred to in §§ 55-12-141, 
56-7-1206. 


Textbooks. 

Tennessee Jurisprudence, 15 Tenn. Juris., 
Insurance, § 141. 

Tennessee Law of Evidence (2nd ed., Cohen, 
Paine and Sheppeard), § 300.12. 


Law Reviews. 

Insurance — Dockins v. Balboa Insurance 
Co.: Has the Tennessee Supreme Court Misin- 
terpreted the Legislative Intent of the Unin- 
sured Motorist Statutes? 20 Mem. St. U.L. Rev. 
683 (1991). 

Insurance — Uninsured Motorist Coverage 
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— Allocation of Punitive and Compensatory 
Damages Between Liability Carrier and Unin- 
sured Motorist Carrier, 62 Tenn. L. Rev. 393 
(1995). 

Lazenby After Hodges—Insurability of Puni- 
tive Damage Awards in Tennessee: A Continu- 
ing Question of Public Policy (Christopher A. 
Wilson). 36 U. Mem. L. Rev. 463 (2006). 
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Recent Developments in the Tennessee Law 
of Uninsured Motorist Insurance, 58 Tenn. L. 
Rev. 413 (1991). 

Statutory Ambiguity-Garrison v. Bickford: 
Determining the Breadth of “Bodily Injury” in 
Uninsured Motorist Statutes, 44 U. Mem. L. 
Rev. 703 (2014). 
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. Limited Coverage. 

. Suit Against Insurer. 

. Right of Contribution. 
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12. Punitive Damages. 
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18. Liability of More Than One Person. 

19. When Uninsured Motorist Coverage Must 
Be Invoked. 
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23. Burden of Proof. 
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Insurer. 

31. Insolvent Insurer. 

32. Limitation of Liability. 

33. Arbitration Provision Did Not Apply to 
Out-of-state Policies. 

34. Government Funds. 


WOONBHMA ONE 


1. Legislative Intent. 

In enacting the 1982 amendments to T.C.A. 
§ 56-7-1201, the general assembly did not in- 
tend to transform uninsured motorist require- 
ments into broad coverage, amounting, in ef- 
fect, to personal injury protection. Dockins v. 
Balboa Ins. Co., 764 S.W.2d 529, 1989 Tenn. 
LEXIS 3 (Tenn. 1989). 

Reasonable conditions regarding proof of 
claim and cooperation of the insured with the 
insurer to protect the claim against the party 
causing the damage are no more repugnant to 
legislative intent than is the condition that 


requires the insured to give notice of an acci- 
dent to the insurer. McKimm v. Bell, 790 
S.W.2d 526, 1990 Tenn. LEXIS 161 (Tenn. 
1990). 

The legislature, through T.C.A. § 56-7-1201, 
specifically contemplated that an uninsured 
motorist carrier may be held responsible for the 
negligent acts of an unknown tortfeasor. Resor 
v. Graves, 108 F. Supp. 2d 929, 2000 U.S. Dist. 
LEXIS 14720 (E.D. Tenn. 2000). 

Neither subsection (e) nor § 56-7-1206(b) ex- 
plicitly defines “unknown motorist”; however, 
based on subsection (e), the legislature prob- 
ably intended that an “unknown motorist” be 
one whose identity is not discoverable after 
reasonable investigation. Lipscomb v. Doe, 32 
S.W.3d 840, 2000 Tenn. LEXIS 663 (Tenn. 
2000). 


2. Purpose. 

The intent and purpose of the uninsured 
motorist statute is to provide protection by 
making the insurance carrier stand as insurer 
of uninsured motorist with two necessary con- 
sequences: (1) the suit has to be brought 
against the uninsured motorist with the fact of 
insurance excluded as a possible prejudicing 
factor as in any other such case; and (2) the 
insurance company is bound by the judgment 
rendered in that suit to the extent of its policy 
limits where it is afforded the statutory oppor- 
tunity to defend such motorist. Glover v. Ten- 
nessee Farmers Mut. Ins. Co., 225 Tenn. 306, 
468 S.W.2d 727, 1971 Tenn. LEXIS 303 (1971), 
superseded by statute as stated in, Brewer v. 
Richardson, 893 S.W.2d 935, 1995 Tenn. LEXIS 
22 (Tenn. 1995). 

The uninsured motorist statute was enacted 
in response to the growing public concern over 
the increasing problem arising from property 
and personal injury damage inflicted by finan- 
cially irresponsible motorists and the purpose 
of the statute is to provide within fixed limits 
some recompense to innocent persons who re- 
ceive bodily injury or property damage through 
an uninsured motorist who cannot respond in 
damages. Shoffner v. State Farm Mut. Auto. 
Ins. Co., 494 S.W.2d 756, 1972 Tenn. LEXIS 308 
(Tenn. 1972), overruled, State Auto. Mut. Ins. 
Co. v. Cummings, 519 S.W.2d 773, 1975 Tenn. 
LEXIS 710 (Tenn. 1975), overruled in part, 
State Auto. Mut. Ins. Co. v. Cummings, 519 
S.W.2d 773, 1975 Tenn. LEXIS 710 (Tenn. 
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1975), overruled on other grounds, State Auto. 
Mut. Ins. Co. v. Cummings, 519 S.W.2d 773, 
1975 Tenn. LEXIS 710 (Tenn. 1975). 

Uninsured motorist insurance does not actu- 
ally insure the uninsured motorist; it insures 
the insured and assures him of some recovery 
when the other parties do not have liability 
insurance. Thompson v. Parker, 606 S.W.2d 
538, 1980 Tenn. App. LEXIS 382 (Tenn. Ct. 
App. 1980). 

The purpose of each of the three require- 
ments in subsection (e) is to eliminate fraudu- 
lent claims against an insurer based upon alle- 
gations of a phantom driver. Lipscomb v. Doe, 
32 S.W.3d 840, 2000 Tenn. LEXIS 663 (Tenn. 
2000). 


3. Applicability. 

The 1986 amendment to T.C.A. § 56-7-1201, 
limiting uninsured motorist coverage to com- 
pensatory damages only, could not validly be 
applied retroactively so as to impair the ac- 
crued contractual rights of the insured under 
her policy. Crismon v. Curtiss, 785 S.W.2d 353, 
1990 Tenn. LEXIS 68 (Tenn. 1990). 

As a matter of law, all provisions of the 
uninsured motorist statute are made a part of 
all insurance policies issued for delivery in this 
state. Dunn v. Hackett, 833 S.W.2d 78, 1992 
Tenn. App. LEXIS 28 (Tenn. Ct. App. 1992). 

Because applying the 1999 amendments con- 
tained in subsection 56-7-1201(d) and § 56-7- 
1202(c) would have the effect of broadening 
insurance company’s liability beyond that as it 
existed on the date of the accident would violate 
Tenn. Const., art. 1, § 20, the court applied the 
law that was in effect on the date of the 
plaintiffs accident. Slutsky v. City of Chatta- 
nooga, 34 S.W.3d 467, 2000 Tenn. App. LEXIS 
429 (Tenn. Ct. App. 2000), review or rehearing 
denied, — S.W.3d —, 2001 Tenn. LEXIS 6 
(Tenn. Jan. 2, 2001). 

Where policyholders were both residents of 
Florida, and the subject insurance policies were 
written and delivered to them in the state of 
Florida, Florida law governed the interpreta- 
tion of their policies. Their argument that Ten- 
nessee law should have governed the interpre- 
tation of the insurance contracts simply 
because the underlying liability and damage 
issues were arbitrated in Tennessee under Ten- 
nessee’s Uninsured Motorist (UM) Statute, 
T.C.A. § 56-7-1201 et seq., was without merit. 
Stakem v. Randolph, 431 F. Supp. 2d 782, 2006 
U.S. Dist. LEXIS 32243 (E.D. Tenn. 2006), affd, 
— F.3d —, 228 Fed. Appx. 600, 2007 U.S. App. 
LEXIS 17773, 2007 FED App. 508N (6th Cir. 
Tenn. 2007). 

T.C.A. § 56-7-1201(b)(2) applied to a situa- 
tion where the owner of multiple vehicles was 
attempting to increase the stated limits of cov- 
erage; the statute had no application to the 
facts of the case where the insured was not 
attempting to increase the limits of uninsured 
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motorist coverage under the insurance policy. 
Ferguson v. Jenkins, 204 S.W.3d 779, 2006 
Tenn. App. LEXIS 281 (Tenn. Ct. App. 2006), 
appeal denied, — S.W.3d —, 2006 Tenn. LEXIS 
876 (2006). 


4. Construction. 

Section 56-7-1205 does not obviate the re- 
quirement of T.C.A. § 56-7-1201 that unin- 
sured motorist coverage is included in every 
automobile insurance policy unless the unin- 
sured motorist insurance is rejected by the 
insured in writing. Integrity Ins. Co. v. Dudney, 
745 F. Supp. 1299, 1990 U.S. Dist. LEXIS 11168 
(M.D. Tenn. 1990). 

Subdivision (a)(2) specifically prohibits limits 
of uninsured motorist coverage lower than the 
amount required for liability policies under the 
financial responsibility law in title 55, ch. 12, 
and no fair reading of this law permits the 
conclusion that an insurance policy’s deductible 
can apply to liability coverage. Dunn v. Hack- 
ett, 833 S.W.2d 78, 1992 Tenn. App. LEXIS 28 
(Tenn. Ct. App. 1992). 

The language of T.C.A. § 56-7-1201 is clear 
and unequivocal that every automobile liability 
policy issued for delivery in this state shall 
include uninsured motorist coverage with lim- 
its equal to the bodily injury liability limits, 
unless the coverage is rejected by the named 
insured. Dunn v. Hackett, 833 S.W.2d 78, 1992 
Tenn. App. LEXIS 28 (Tenn. Ct. App. 1992). 

Taken together, the language of §§ 56-7- 
1201(a), 56-7-1202(a) and 56-7-1204(a): (1) lim- 
its the liability of an uninsured motorist carrier 
to payments for damages caused by the unin- 
sured/underinsured motorist in the ownership, 
maintenance or use of the vehicle; and (2) 
allows the insurer to recover from its insured 
only those amounts received from the person or 
entity causing those same damages. Sherer v. 
Linginfelter, 29 S.W.3d 451, 2000 Tenn. LEXIS 
395 (Tenn. 2000). 


5. Scope of Coverage. 

All damages which can legally be recovered 
under a liability policy shall also be recoverable 
under an uninsured motorist policy. Mullins v. 
Miller, 683 S.W.2d 669, 1984 Tenn. LEXIS 894 
(Tenn. 1984), superseded by statute as stated 
in, Crimson v. Curtiss, — S.W.2d —, 1988 Tenn. 
App. LEXIS 636 (Tenn. Ct. App. Oct. 12, 1988), 
superseded by statute as stated in, Hilton v. 
Dougherty, — S.W.2d —, 1989 Tenn. App. 
LEXIS 275 (Tenn. Ct. App. Apr. 20, 1989), 
superseded by statute as stated in, Crismon v. 
Curtiss, 785 S.W.2d 353, 1990 Tenn. LEXIS 68 
(Tenn. 1990), superseded by statute as stated 
in, Kentucky Cent. Ins. Co. v. Schneider, 15 
S.W.3d 373, 2000 Ky. LEXIS 45 (Ky. 2000). 

Lower limit selection of uninsured motorist 
coverage selected pre-1982 amendment was 
still valid even though policy was renewed 
post-1982 amendment without a reselection of 
limit, no new selection form was offered, and 
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accident and death occurred post-1982 amend- 
ment. Goode v. Daughtery, 694 S.W.2d 314, 
1985 Tenn. App. LEXIS 2619 (Tenn. Ct. App. 
1985). 

Insurer was not liable under the uninsured 
motorist coverage of its policy where insured 
was injured while attempting to avoid a ladder 
in the road, where the ladder was not propelled 
into the insured’s vehicle by the force of un- 
known vehicle, and there was no evidence to 
show that ladder was on the highway as a 
result of the negligence of another motorist. 
Bruno v. Blankenship, 876 S.W.2d 294, 1992 
Tenn. App. LEXIS 1033 (Tenn. Ct. App. 1992). 

T.C.A. § 56-7-1201(d) unambiguously allows 
an uninsured motorist carrier to limit its liabil- 
ity by offsetting all other insurance payments, 
bonds, and securities applicable to the injury or 
death in question; therefore, an insured was 
not permitted to recover under such a policy 
where settlement proceeds already received 
from other parties to the action exceeded the 
limits of the policy. Poper v. Rollins, 90 S.W.3d 
682, 2002 Tenn. LEXIS 549 (Tenn. 2002). 

Elimination of joint and several liability and 
Tennessee’s comparative fault rules do not 
modify the specific language of or alter the 
meaning of T.C.A. § 56-7-1201(d); therefore, an 
insurer was not precluded from using pay- 
ments received from other defendants to limit 
its liability under an uninsured motorist policy. 
Poper v. Rollins, 90 S.W.3d 682, 2002 Tenn. 
LEXIS 549 (Tenn. 2002). 

Court erred in granting summary judgment 
to an insurer against a car’s passenger seeking 
uninsured motorist benefits because the poli- 
cy’s individually listed drivers, including the 
passenger, might be considered an additional 
class of “insureds” and therefore entitle the 
passenger to uninsured motorist coverage. 
Christenberry v. Tipton, 160 S.W.3d 487, 2005 
Tenn. LEXIS 222 (Tenn. 2005). 

Insurer was not entitled to pay insureds 
damages for the emotional distress they alleg- 
edly suffered from seeing their son’s body after 
he was struck by an uninsured motorist, as the 
phrase “bodily injury,” as used in both T.C.A. 
§ 56-7-1201(a) and the uninsured motorist pro- 
vision of the policy, did not include damages for 
a mental or emotional injury by itself. Garrison 
v. Bickford, 377 S.W.3d 659, 2012 Tenn. LEXIS 
511 (Tenn. Aug. 22, 2012), dismissed, — S.W.3d 
—, 2012 Tenn. LEXIS 627 (Tenn. Aug. 22, 
2012). 

Phrase “bodily injury” as used in T.C.A. § 56- 
7-1201(a) does not include damages for a men- 
tal or emotional injury by itself. Garrison v. 
Bickford, 377 S.W.3d 659, 2012 Tenn. LEXIS 
511 (Tenn. Aug. 22, 2012), dismissed, — S.W.3d 
—, 2012 Tenn. LEXIS 627 (Tenn. Aug. 22, 
2012). 


6. —Physical Contact. 
Physical contact does not have to be direct; if 
a passing truck kicks up a rock that hits the 
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insured’s windshield, there is physical contact 
between the two vehicles because the physical 
force of one vehicle is transmitted to the other 
through the intermediary. Bruno v. Blanken- 
ship, 876 S.W.2d 294, 1992 Tenn. App. LEXIS 
1033 (Tenn. Ct. App. 1992). 


7. Limited Coverage. 

Provision of uninsured motorist indorsement 
approved by the commissioner limiting cover- 
age to damage from uninsured hit and run 
vehicle coming into physical contact with in- 
sured vehicle was valid even though statute 
placed no such limitation on uninsured motor- 
ist coverage. Smith v. Allstate Ins. Co., 224 
Tenn. 423, 456 S.W.2d 654, 1970 Tenn. LEXIS 
341 (1970). 

Provisions in a family automobile liability 
policy excluding uninsured motorist coverage 
for bodily injury to an insured while occupying 
a motor vehicle not owned by named insured or 
any resident relative were valid, despite con- 
tentions that they were contrary to public 
policy and statute, where such provisions were 
approved by the commissioner and the provi- 
sions could have prevented duplication of cov- 
erage and benefits notwithstanding the fact 
that the insured had refused the uninsured 
motorist coverage in a liability policy for a 
motorcycle he was operating at the time of the 
accident. Hill v. Nationwide Mut. Ins. Co., 535 
S.W.2d 327, 1976 Tenn. LEXIS 579 (Tenn. 
1976), superseded by statute as stated in, Elam 
v. Protective Ins. Co., — S.W.2d —, 1987 Tenn. 
App. LEXIS 2806 (Tenn. Ct. App. July 16, 
1987), superseded by statute as stated in, Weir 
v. Glens Falls Ins. Co., — S.W.2d —, 1987 Tenn. 
App. LEXIS 2808 (Tenn. Ct. App. July 16, 
1987), superseded by statute as stated in, Dock- 
ins v. Moore, — S.W.2d —, 1987 Tenn. App. 
LEXIS 2885 (Tenn. Ct. App. Aug. 25, 1987). 

Where plaintiffs insurance covered all bodily 
injury sustained by himself or his family as a 
result of an accident arising out of the owner- 
ship, maintenance or use of an uninsured au- 
tomobile, the fact that plaintiffs son was riding 
a motorcycle at the time he was injured by an 
uninsured automobile did not remove the cov- 
erage. Hooker v. Robinson, 552 S.W.2d 397, 
1977 Tenn. App. LEXIS 253 (Tenn. Ct. App. 
1977). 

Where plaintiff was a motorcyclist injured by 
an uninsured motorist against whom he won a 
judgment for damages, and where plaintiff 
caused the insurer who had issued a policy 
covering plaintiffs automobile to be served 
with process under § 56-7-1206, the fact that 
the insurer asserted that the policy covering 
the auto did not extend uninsured motorist 
coverage to the motorcycle as grounds for a 
motion for summary judgment rather than as a 
defense at trial did not estop insurer from 
subsequently asserting this defense, and the 
issue of coverage should have been adjudicated 
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on its merits. State Farm Mut. Ins. Co. v. 
Parlier, 569 S.W.2d 406, 1978 Tenn. LEXIS 616 
(Tenn. 1978). 

Court upheld policy provisions limiting unin- 
sured motorist recovery so as to deny insurer’s 
liability where vehicle had applicable to it at 
the time of the accident an adequate liability 
insurance policy with respect to person operat- 
ing vehicle and responsible for its use, though 
owner guilty of negligent entrustment was un- 
insured. Mathis v. Stacy, 606 S.W.2d 290, 1980 
Tenn. App. LEXIS 383 (Tenn. Ct. App. 1980). 

Limiting coverage to injuries received “while 
occupying a motor vehicle or, as a pedestrian” 
does not fall within the ambit of T.C.A. § 56-7- 
1201. Dupree v. Doe, 772 S.W.2d 910, 1988 
Tenn. App. LEXIS 551 (Tenn. Ct. App. 1988). 

Use of a vehicle to fire a weapon is not a 
proper use; therefore, where motorist in un- 
identified vehicle fatally shot uninsured motor- 
ist thereby causing insureds’ injuries, there 
was no uninsured motorist coverage for injuries 
sustained by insureds. Victoria Ins. Co. v. 
Hawkins, 31 S.W.3d 578, 2000 Tenn. App. 
LEXIS 234 (Tenn. Ct. App. 2000). 


8. Suit Against Insurer. 

The uninsured motorist statute does not au- 
thorize an insured to bring suit on the casualty 
policy directly against the insurer. Glover v. 
Tennessee Farmers Mut. Ins. Co., 225 Tenn. 
306, 468 S.W.2d 727, 1971 Tenn. LEXIS 303 
(1971), superseded by statute as stated in, 
Brewer v. Richardson, 893 S.W.2d 935, 1995 
Tenn. LEXIS 22 (Tenn. 1995). 


9. Right of Contribution. 

Where passenger injured in a car accident 
won a judgment against:both the insured driver 
of the vehicle in which he was riding and the 
uninsured driver of the other vehicle, and 
where such judgment was satisfied by the in- 
surance carriers of the one driver, those insur- 
ance companies have a right of contribution 
only against the uninsured motorist himself 
and not against passenger’s “uninsured motor- 
ist” insurance carrier, as “uninsured motorist” 
insurance as provided in this section is meant 
to compensate the loss suffered by the insured, 
not to insure the uninsured motorist against 
liability. Thaxton v. Travelers Indem. Co., 555 
S.W.2d 718, 1977 Tenn. LEXIS 634 (Tenn. 
1977). 

Where passenger injured in car accident won 
a judgment against both the insured driver of 
the vehicle in which he was riding and the 
uninsured driver of the other vehicle, and 
where such judgment was satisfied by the in- 
surance carriers of the one driver, those insur- 
ers have no privity of contract with the injured 
passenger and therefore have no standing to 
assert passenger’s rights against his own insur- 
ance carrier in an attempt to force that com- 
pany to contribute to the judgment by virtue of 
the “uninsured motorist” provision of its con- 
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tract with passenger. Thaxton v. Travelers In- 
dem. Co., 555 S.W.2d 718, 1977 Tenn. LEXIS 
634 (Tenn. 1977). 

Where passenger injured in car accident won 
a judgment against the insured driver of the 
vehicle in which he was riding and the unin- 
sured driver of the other vehicle, and where 
such judgment was satisfied by the insurance 
carriers of the one driver, those insurers have 
no right of contribution against the injured 
passenger’s “uninsured motorist” insurance 
carrier because their insured had no rights 
against the passenger. Thaxton v. Travelers 
Indem. Co., 555 S.W.2d 718, 1977 Tenn. LEXIS 
634 (Tenn. 1977). 


10. Coverage Reduction Provisions. 

It is the legislative purpose to provide an 
insured motorist a right of recovery under the 
uninsured motorist provisions of his policy only 
up to the statutory required minimum, and 
provisions in such policies operating to reduce 
such coverage where other coverage or benefits 
are available to the insured arising from the 
accident are valid if such provisions do not limit 
payments to amounts less than the statutory 
minimum. Terry v. Aetna Casualty & Surety 
Co., 510 S.W.2d 509, 1974 Tenn. LEXIS 507 
(Tenn. 1974), superseded by statute as stated 
in, Weir v. Glens Falls Ins. Co., — S.W.2d —, 
1987 Tenn. App. LEXIS 2808 (Tenn. Ct. App. 
July 16, 1987), superseded by statute as stated 
in, Albin v. Memphis, — S.W.2d —, 1988 Tenn. 
App. LEXIS 537 (Tenn. Ct. App. Aug. 24, 1988), 
superseded by statute as stated in, English v. 
Pretti, — S.W.3d —, 2002 Tenn. App. LEXIS 
752 (Tenn. Ct. App. Oct. 24, 2002). 

By enactment of § 56-7-1205 as a section of 
the uninsured motorist statutes, it was the 
legislative purpose to provide an insured mo- 
torist a right of recovery under the uninsured 
motorist provisions of his policy only up to the 
statutory required minimum established in 
this section, and policy provisions operating to 
reduce such coverage where other coverage or 
benefits are available to the insured arising 
from accident causing the loss are valid if such 
provisions do not operate to deny payments to 
an insured of less than the statutory minimum. 
Mathis v. Stacy, 606 S.W.2d 290, 1980 Tenn. 
App. LEXIS 383 (Tenn. Ct. App. 1980). 

Insurance policy provision purporting to 
lower the policy’s limits of uninsured/underin- 
sured motorist coverage to a certain amount as 
established by the provisions of a separate 
policy is invalid because the insured did not 
select such lower limits in writing as required 
by this statute. Fleming v. Yi, 982 S.W.2d 868, 
1998 Tenn. App. LEXIS 324 (Tenn. Ct. App. 
1998), rehearing denied, ,— S.W.3d —, 1998 
Tenn. App. LEXIS 448 (Tenn. Ct. App.1998). 

In an uninsured motorist policy, the setoff 
provisions stating that damages payable will be 
reduced by the amount paid or payable under 
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any workers’ compensation law entitled the 
insurer to an offset in the full amount of the 
workers’ compensation judgment. Craig v. Lov- 
ing, — S.W.3d —, 2007 Tenn. App. LEXIS 135 
(Tenn. Ct. App. Mar. 13, 2007). 

Trial court correctly denied a motion by an 
injured passenger’s insurer to reduce its unin- 
sured motorist liability by amounts paid by the 
driver’s insurer because the driver’s insurer, 
rather than the passenger’s insurer, was the 
primary carrier for uninsured motorist cover- 
age with respect to the accident, statutory 
provisions prevailed over policy provisions 
when a conflict between them exists, the statu- 
tory subrogation provisions, when read in pari 
materia with the other uninsured motorist 
statutes, only allowed offsets from those who 
caused the damages, and the driver’s insurer 
was not the legally responsible insurer. Powell 
v. Clark, — S.W.3d —, 2015 Tenn. App. LEXIS 
57 (Tenn. Ct. App. Feb. 3, 2015), appeal denied, 
— §.W.3d —, 2015 Tenn. LEXIS 489 (Tenn. 
June 12, 2015). 

Trial court correctly denied a motion by an 
injured passenger’s insurer to reduce its unin- 
sured motorist liability by amounts paid by the 
driver’s insurer because the driver’s insurer, 
rather than the passenger’s insurer, was the 
primary carrier for uninsured motorist cover- 
age with respect to the accident, statutory 
provisions prevailed over policy provisions 
when a conflict between them exists, the statu- 
tory subrogation provisions, when read in pari 
materia with the other uninsured motorist 
statutes, only allowed offsets from those who 
caused the damages, and the driver’s insurer 
was not the legally responsible insurer. Powell 
v. Clark, — S.W.3d —, 2015 Tenn. App. LEXIS 
57 (Tenn. Ct. App. Feb. 3, 2015), appeal denied, 
— §.W.3d —, 2015 Tenn. LEXIS 489 (Tenn. 
June 12, 2015). 


11. Requirement of Good Faith. 

An insurer is under the duty of dealing with 
its insured “fairly and in good faith” in settling 
a claim by its insured under the uninsured 
motorist provision of an automobile liability 
insurance contract. MFA Mut. Ins. Co. v. Flint, 
574 S.W.2d 718, 1978 Tenn. LEXIS 679 (Tenn. 
1978). 


12. Punitive Damages. 

Punitive damages may be recovered from an 
uninsured motorist insurance carrier. Mullins 
v. Miller, 683 S.W.2d 669, 1984 Tenn. LEXIS 
894 (Tenn. 1984), superseded by statute as 
stated in, Crimson v. Curtiss, — S.W.2d —, 
1988 Tenn. App. LEXIS 636 (Tenn. Ct. App. Oct. 
12, 1988), superseded by statute as stated in, 
Hilton v. Dougherty, — S.W.2d —, 1989 Tenn. 
App. LEXIS 275 (Tenn. Ct. App. Apr. 20, 1989), 
superseded by statute as stated in, Crismon v. 
Curtiss, 785 S.W.2d 353, 1990 Tenn. LEXIS 68 
(Tenn. 1990), superseded by statute as stated 
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in, Kentucky Cent. Ins. Co. v. Schneider, 15 
S.W.3d 373, 2000 Ky. LEXIS 45 (Ky. 2000). 

Injured motorists may not recover punitive 
damages under uninsured motorist coverage, 
in the absence of an explicit agreement that 
such coverage will be provided under the policy. 
Carr v. Ford, 833 S.W.2d 68, 1992 Tenn. LEXIS 
426 (Tenn. 1992). 

Although the addition of the word “compen- 
satory” to T.C.A. § 56-7-1201 excluded punitive 
damages from the statutory requirement that 
all motor vehicle insurers provide uninsured 
motorist coverage, the rights of plaintiffs to 
collect punitive damages directly from an unin- 
sured motorist are in no way affected. Carr v. 
Ford, 833 S.W.2d 68, 1992 Tenn. LEXIS 426 
(Tenn. 1992). 

In case involving allocation of compensatory 
and punitive damages between liability insur- 
ance carrier and underinsured motorist carrier, 
liability carrier was required to satisfy compen- 
satory damage award to extent of its limits 
before paying any of punitive damage award. 
West v. Pratt, 871 S.W.2d 477, 1994 Tenn. 
LEXIS 13 (Tenn. 1994). 


13. Valid Exclusions. 

Valid exclusion in uninsured motor vehicle 
coverage to the effect that the insurance did not 
apply to bodily injury or other damages with 
respect to which the insured had, without writ- 
ten consent of the company, made settlement 
with any person legally liable therefor, can be 
waived, or the carrier can be precluded from 
reliance thereon, as a result of a course of 
dealings between it and its insured, and 
whether there was such a waiver or course of 
conduct depends upon all of the facts and 
circumstances of each case. Rutherford v. Ten- 
nessee Farmers Mut. Ins. Co., 608 S.W.2d 843, 
1980 Tenn. LEXIS 510 (Tenn. 1980). 

The 1982 amendments to T.C.A. § 56-7-1201 
do not prohibit coverage exclusions in unin- 
sured motorist policies for injuries caused by a 
motor vehicle owned by the insured or by a 
family member of the insured. Dockins v. Bal- 
boa Ins. Co., 764 S.W.2d 529, 1989 Tenn. LEXIS 
3 (Tenn. 1989). 

Uninsured motorist insurance can not be 
excluded from an insurance contract unless 
that contract is accompanied by a written re- 
jection of the uninsured motorist coverage. In- 
tegrity Ins. Co. v. Dudney, 745 F. Supp. 1299, 
1990 U.S. Dist. LEXIS 11168 (M.D. Tenn. 
1990). 

The only way to eliminate uninsured motor- 
ist coverage is by a written rejection as a part of 
the policy. Dunn v. Hackett, 833 S.W.2d 78, 
1992 Tenn. App. LEXIS 28 (Tenn. Ct. App. 
1992). 

“Regular use” exclusion in a police officer’s 
personal uninsured motorist policy was prop- 
erly applied where he was injured in a patrol 
car while on duty, his employer was not re- 
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quired to, nor did it, carry uninsured motorist 
coverage, and the “regular use” exclusion did 
not contravene public policy. Shepherd v. Fre- 
gozo, 175 S.W.3d 209, 2005 Tenn. App. LEXIS 
344 (Tenn. Ct. App. 2005). 


14. Vehicles Not Listed in Policy. 

The uninsured motorist coverage of a family 
automobile policy did not extend to a collision 
involving an automobile owned and operated by 
plaintiff and not listed in the policy of insur- 
ance. Graves v. Tennessee Farmers Mut. Ins. 
Co., 671 S.W.2d 841, 1984 Tenn. App. LEXIS 
2599 (Tenn. Ct. App. 1984), superseded by stat- 
ute as stated in, Elam v. Protective Ins. Co., — 
S.W.2d —, 1987 Tenn. App. LEXIS 2806 (Tenn. 
Ct. App. July 16, 1987), superseded by statute 
as stated in, Dockins v. Moore, — S.W.2d —, 
1987 Tenn. App. LEXIS 2885 (Tenn. Ct. App. 
Aug. 25, 1987). 

Insurer’s garage owner’s policy unambigu- 
ously limited uninsured motorist coverage to 
the vehicles listed in the policy; T.C.A. § 56-7- 
1201(b)(1), (3) did not prohibit insurance com- 
pany from limiting its uninsured motorist cov- 
erage to instances in which the insured was 
occupying an owned, listed vehicle. Holloway v. 
Purdy, — S.W.3d —, 2009 Tenn. App. LEXIS 
220 (Tenn. Ct. App. May 15, 2009). 


15. Additional or Omnibus Insureds. 

The rights of an additional or omnibus in- 
sured can rise no higher than, but are clearly 
controlled by, the choices and selections of cov- 
erage made by the named insured as provided 
in T.C.A. § 56-7-1201. Burns v. Aetna Casualty 
& Surety Co., 741 S.W.2d 318, 1987 Tenn. 
LEXIS 1075 (Tenn. 1987). 


16. Fleet Insurance Policies. 

Under fleet insurance policy, designed to 
cover a number of vehicles, uninsured motorist 
coverage was limited to $25,000 as contained in 
the contract, and was not raised by operation of 
Tennessee statutes to $1,000,000, the same as 
the policy limits for general liability insurance 
coverage. Burns v. Aetna Casualty & Surety 
Co., 741 S.W.2d 318, 1987 Tenn. LEXIS 1075 
(Tenn. 1987). 


17. Underwriting Requirements. 

The underwriting requirements of T.C.A. 
§ 56-7-1201 were not applicable. Burns v. 
Aetna Casualty & Surety Co., 741 S.W.2d 318, 
1987 Tenn. LEXIS 1075 (Tenn. 1987). 


18. Liability of More Than One Person. 

The legal liability of more than one person for 
a single tort was immaterial in applying the 
rule that the uninsured motorist statutes man- 
date a right of recovery only up to the statutory 
required minimum. Mathis v. Stacy, 606 S.W.2d 
290, 1980 Tenn. App. LEXIS 383 (Tenn. Ct. 
App. 1980). 


19. When Uninsured Motorist Coverage 
Must Be Invoked. 
A claimant usually must follow the statutory 
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provisions and may not ordinarily file a sepa- 
rate action against his uninsured motorist car- 
rier after obtaining judgment against a motor- 
ist in an independent tort action but where a 
claimant-plaintiff sues an apparently insured 
defendant who at same point proves to be 
uninsured for some reason unknown to the 
plaintiff then the plaintiff-claimant can bring 
the separate action to obtain uninsured motor- 
ist coverage. Bolin v. Tennessee Farmer’s Mut. 
Ins. Co., 614 S.W.2d 566, 1981 Tenn. LEXIS 422 
(Tenn. 1981). 

Where appellants were plaintiffs in a tort 
action in which a liability insurance carrier 
conducted the defense of the alleged tortfeasor, 
but not until after trial and final judgment did 
the plaintiffs learn that the defendant’s insur- 
ance carrier had defended the action under a 
reservation of rights and that it thereafter 
denied coverage to him, appellants were able to 
invoke their own uninsured motorist coverage, 
despite their failure to comply with the provi- 
sions of § 56-7-1206, requiring service of pro- 
cess upon an insurance carrier as though it 
were a party defendant to the tort action, where 
the uninsured motorist carrier also had liabil- 
ity insurance coverage upon the other plaintiff 
in the action and had been notified of and had 
participated in the tort litigation because the 
defendants therein had made counter-claims 
against that plaintiff. Bolin v. Tennessee Farm- 
er’s Mut. Ins. Co., 614 S.W.2d 566, 1981 Tenn. 
LEXIS 422 (Tenn. 1981). 

Subdivision (b)(2) provides that an injured 
occupant may recover excess uninsured motor- 
ist coverage only from an insurer of a vehicle 
owned by the injured occupant himself, even 
though he may be an insured under a policy on 
a vehicle he does not own. Gabel v. Lerma, 812 
S.W.2d 580, 1990 Tenn. App. LEXIS 156 (Tenn. 
Ct. App. 1990). 

The amount recoverable under uninsured 
motorist coverage is reduced by the amount 
collectable under liability coverage. Gabel v. 
Lerma, 812 S.W.2d 580, 1990 Tenn. App. LEXIS 
156 (Tenn. Ct. App. 1990). 


20. Multiple Claimants. 

Where tortfeasor’s vehicle was covered by a 
policy with the minimum limits required by 
§ 55-12-1077, but plaintiffs pro rata share of the 
policy proceeds as one of several injured claim- 
ants was less than the statutory minimum, 
plaintiffs claim against his insurance carrier 
insofar as it was based upon the uninsured 
motorist statutes or policy provisions could not 
be sustained because the vehicle which injured 
him was insured in accordance with applicable 
state law. Rogers v. Tennessee Farmers Mut. 
Ins. Co., 620 S.W.2d 476, 1981 Tenn. LEXIS 
474, 24 A.L.R.4th 1 (Tenn. 1981), superseded by 
statute as stated in, Dockins v. Balboa Ins. Co., 
764 S.W.2d 529, 1989 Tenn. LEXIS 3 (Tenn. 
1989). 
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Where tortfeasor’s vehicle was covered by a 
policy with the minimum limits required by 
§ 55-12-107, fact that a particular claimant did 
not actually receive the minimum amount 
specified in the financial responsibility law did 
not render the offending vehicle uninsured or in 
violation of the statutory insurance require- 
ments. Rogers v. Tennessee Farmers Mut. Ins. 
Co., 620 S.W.2d 476, 1981 Tenn. LEXIS 474, 24 
A.L.R.4th 1 (Tenn. 1981), superseded by statute 
as stated in, Dockins v. Balboa Ins. Co., 764 
S.W.2d 529, 1989 Tenn. LEXIS 3 (Tenn. 1989). 


21. Actual Physical Contact. 

Actual physical contact between a hit and 
run vehicle and the person or property of the 
insured as required by T.CA. § 56-7-1201(e)(1) 
occurs when the unidentified vehicle collides 
with a second automobile causing the second 
automobile to collide with the insured’s vehicle. 
Hoyle v. Carroll, 646 S.W.2d 161, 1983 Tenn. 
LEXIS 606 (Tenn. 1983), superseded by statute 
as stated in, Fruge v. Doe, 952 S.W.2d 408, 1997 
Tenn. LEXIS 431 (Tenn. 1997), superseded by 
statute as stated in, Beal v. Doe, 987 S.W.2d 41, 
1998 Tenn. App. LEXIS 700 (Tenn. Ct. App. 
1998). 

The claimant, who at the time of the accident 
was standing between two vehicles attempting 
to jumpstart one of them, was “upon” both 
vehicles at the time of his injury; he was, 
therefore, an “insured” within the meaning of 
insurance policies under T.C.A. § 56-7-1201. 
Tata v. Nichols, 848 S.W.2d 649, 1993 Tenn. 
LEXIS 6 (Tenn. 1993), rehearing denied, — 
S.W.3d —, 1993 Tenn. LEXIS 102 (Tenn. 1993). 


22. Occupancy of Insured Vehicle. 

Where the claimant employee had left the 
employer’s truck and was working some dis- 
tance away, he was not engaged in transactions 
essential to the use of or continued use of the 
vehicle; accordingly, he was not “occupying” the 
truck at the time he was struck by an unin- 
sured vehicle and was not an insured within 
the meaning of the employer’s uninsured mo- 
torist coverage. Younger v. Reliance Ins. Co., 
884 S.W.2d 453, 1993 Tenn. App. LEXIS 62 
(Tenn. Ct. App. 1993). 

Where the claimant employee was not occu- 
pying the insured vehicle at the time he was 
struck by an uninsured vehicle, he was not 
“using” the vehicle and was not an insured 
under the liability portion of the employer’s 
policy. Younger v. Reliance Ins. Co., 884 S.W.2d 
453, 1993 Tenn. App. LEXIS 62 (Tenn. Ct. App. 
1993). 


23. Burden of Proof. 

Insurer has burden of proof to show that the 
insured would have refused or limited the 
amount of uninsured motorist coverage. 
Groover v. Torkell, 645 S.W.2d 403, 1982 Tenn. 
App. LEXIS 440 (Tenn. Ct. App. 1982). 
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Pursuant to the requirement of subdivision 
(e)(1)(B), clear and convincing evidence other 
than evidence provided by occupants in the 
insured vehicle, applies only to the existence of 
the unknown motorist, the other essential ele- 
ments of the claim, including causation, may be 
established by the preponderance of the evi- 
dence. Fruge v. Doe, 952 S.W.2d 408, 1997 
Tenn. LEXIS 431 (Tenn. 1997). 

There was sufficient evidence to satisfy the 
requirements of subdivision (e)(1)(B) where all 
of the parties and two occupants of the defen- 
dant’s vehicle testified to the existence of an 
unidentified vehicle; the plaintiff did not need 
to present clear and convincing evidence that 
the unknown driver caused the resulting acci- 
dent at the summary judgment stage of the 
proceeding or at trial. Resor v. Graves, 108 F. 
Supp. 2d 929, 2000 U.S. Dist. LEXIS 14720 
(E.D. Tenn. 2000). 


24. Jury Question. 

Whether insured received the proper notice 
so that he had the opportunity to secure higher 
coverages was a question for the jury. Groover 
v. Torkell, 645 S.W.2d 403, 1982 Tenn. App. 
LEXIS 440 (Tenn. Ct. App. 1982). 

Issues of fact as to whether the presence of an 
uninsured vehicle parked in the insured’s lane 
of traffic caused insured’s accident precluded 
summary judgment for the insurer. Fruge v. 
Doe, 952 S.W.2d 408, 1997 Tenn. LEXIS 431 
(Tenn. 1997). 


25. Role of Agent. 

As a matter of law insurance agent cannot be 
the insurer’s “agent” and the insured’s “legal 
representative“ within the meaning of subdivi- 
sion (a)(2) for purposes of rejecting uninsured 
motorist coverage. Such a construction would 
render § 56-6-147 meaningless in many situa- 
tions and would do violence to the general 
assembly’s intent to protect insureds. Integrity 
Ins. Co. v. Dudney, 745 F. Supp. 1299, 1990 U.S. 
Dist. LEXIS 11168 (M.D. Tenn. 1990). 


26. Real Party in Interest. 

Uninsured motorist carrier was not a real 
party in interest for purposes of diversity of 
citizenship in action arising out of automobile 
accident. Collins v. Hamby, 803 F. Supp. 1302, 
1992 U.S. Dist. LEXIS 16149 (E.D. Tenn. 1992). 


27. Unknown Motorist. 

Where the plaintiff has no actual knowledge 
of the identity of the other driver, but the 
universe of suspected drivers has been nar- 
rowed through the plaintiffs reasonable inves- 
tigation, the prudent plaintiff should allege 
alternative theories of liability against “John 
Doe” and the suspected driver(s). Lipscomb v. 
Doe, 32 S.W.3d 840, 2000 Tenn. LEXIS 663 
(Tenn. 2000). 

A trial court should dismiss a “John Doe” 
complaint only when the identity of the other 
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driver is no longer at issue. Lipscomb v. Doe, 32 
S.W.3d 840, 2000 Tenn. LEXIS 663 (Tenn. 
2000). 

Where the identity of the other driver was 
the subject of some dispute, notwithstanding 
the plaintiffs suspicions, and the insurer was 
not prejudiced in any material way by the 
plaintiffs failure to allege an alternative count 
of liability, it would have been unreasonably 
harsh to dismiss the plaintiffs “John Doe” 
complaint as it would unduly restrict the scope 
of the uninsured motorist statutes and would 
reach a result not contemplated by the general 
assembly. Lipscomb v. Doe, 32 S.W.3d 840, 2000 
Tenn. LEXIS 663 (Tenn. 2000). 

An uninsured motorist carrier may be held 
responsible for the negligent acts of an un- 
known tortfeasor. Breeding v. Edwards, 62 
S.W.3d 170, 2001 Tenn. App. LEXIS 459 (Tenn. 
Ct. App. 2001). 

Under T.C.A. § 56-7-1201(e), an insured 
plaintiff in a personal injury action arising out 
of a vehicle collision is statutorily prohibited 
from establishing the existence of a phantom 
driver by way of evidence provided by the 
occupants of the plaintiffs vehicle; however, the 
existence of such driver could be established by 
clear and convincing evidence provided by a 
named defendant, or by some third party other 
than an occupant of the plaintiffs vehicle. 
Breeding v. Edwards, 62 S.W.3d 170, 2001 
Tenn. App. LEXIS 459 (Tenn. Ct. App. 2001). 

Trial court erred in granting plaintiff victim’s 
motion to strike defendant driver’s defense of 
comparative fault in an automobile accident 
case where the evidence established the exis- 
tence of an unidentified or phantom motorist, 
in a manner authorized by T.C.A. § 56-7- 
1201(e); and the victim failed to assert a claim 
against the unknown motorist under the unin- 
sured motorist statutory scheme, T.C.A. § 56- 
7-1201 et seq. Marler v. Scoggins, 105 S.W.3d 
596, 2002 Tenn. App. LEXIS 885 (Tenn. Ct. 
App. 2002). 

In an uninsured motor vehicle case, the in- 
sured reviewed the police report of his accident 
and identified two contractors who could have 
been working on a nearby sewer project, his 
lawyer formally contacted those contractors to 
ascertain the owner or operator of the white 
three-axle dump truck, but the contractors pro- 
fessed ignorance about the truck; furthermore, 
where the insured then retained a company to 
conduct an investigation, but those efforts 
failed to identify the owner or operator of the 
dump truck, the insured thus was not negligent 
in his efforts to identify either the vehicle or its 
owner or operator at the time of the accident. 
Hindman v. Doe, 241 S.W.3d 464, 2007 Tenn. 
App. LEXIS 336 (Tenn. Ct. App. May 24, 2007), 
appeal denied, — S.W.3d —, 2007 Tenn. LEXIS 
853 (Tenn. Sept. 17, 2007). 


28. Rejection of Coverage. 
Because both husband and wife were named 
insured on policy, they could act on behalf of the 
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other and bind the other to the terms of the 
insurance policy; the wife also ratified her hus- 
band’s decision to reject uninsured motorist 
coverage. Weiss v. State Farm Fire & Cas. Co., 
107 S.W.3d 503, 2001 Tenn. App. LEXIS 640 
(Tenn. Ct. App. 2001). 

Requirement of T.C.A. § 56-7-1201(a)(2) for a 
written rejection of uninsured motorist benefits 
or selection of such benefits lower than liability 
limits was met when an application with mini- 
mum limits listed on the cover page was signed 
while blocks on the signature page provided for 
making the rejection or selection were left 
blank. Kiser v. Wolfe, — S.W.3d —, 2010 Tenn. 
App. LEXIS 364 (Tenn. Ct. App. May 28, 2010), 
affd, 353 S.W.3d 741, 2011 Tenn. LEXIS 764 
(Tenn. Aug. 24, 2011). 

Insured was entitled to a partial summary 
judgment because there was no genuine issue 
of material fact that the policy provided for 
uninsured motorist limits of $60,000. When the 
insured signed an application indicating the 
selection of uninsured motorist coverage lower 
than the liability limits, but neglected to initial 
a provision designed to confirm the selection of 
coverage less than the standard provided by 
statute, the “in writing” requirement under 
T.C.A. § 56-7-1201(a)(2) was satisfied. Kiser v. 
Wolfe, 353 S.W.3d 741, 2011 Tenn. LEXIS 764 
(Tenn. Aug. 24, 2011). 

Police officer who was injured by a motor 
vehicle while investigating an accident did not 
have uninsured motorist coverage under the 
terms of county’s coverage document as cover- 
age was not provided for employees such as the 
officer who had received workers’ compensation 
benefits. Harris v. Haynes, — S.W.3d —, 2013 
Tenn. App. LEXIS 447 (Tenn. Ct. App. July 10, 
2013), affd, 445 S.W.3d 143, 2014 Tenn. LEXIS 
625 (Tenn. Aug. 26, 2014). 

Trial court properly granted the Tennessee 
Risk Management Trust (TRMT) summary 
judgment in a detective’s action to recover 
uninsured motorist benefits because there was 
no uninsured coverage available to the detec- 
tive under the coverage document, and TRMT 
was not otherwise required to offer such cover- 
age; the named member on the certificate of 
liability insurance was the county government, 
and the insurance policy did not extend unin- 
sured coverage to employees of the county. 
Waters v. Pendergrass, — S.W.3d —, 2014 
Tenn. App. LEXIS 551 (Tenn. Ct. App. Sept. 9, 
2014), appeal denied, — S.W.3d —, 2015 Tenn. 
LEXIS 61 (Tenn. Jan. 15, 2015). 


29. Self-Insurance. 

Where company’s truck was hit by an unin- 
sured driver and the company was self-insured 
for up to $1,000,000 in damages, the self-insur- 
ance retention did not qualify as uninsured 
motorist insurance, and the company was not 
liable to the truck’s driver for damages under 
the uninsured motorist provision. Maines v. 
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Hill, 190 F. Supp. 2d 1072, 2002 U.S. Dist. 
LEXIS 4777 (W.D. Tenn. 2002). 


30. Payments from More Than One Policy/ 
Insurer. 

Because a reductions clause in an insurance 
contract was ambiguous, and resort to T.C.A. 
§ 56-7-1201, T.C.A. § 55-12-107(a), and T.C.A. 
§ 56-7-1205, did not resolve the issue, and 
Tennessee law required that the contract be 
construed in favor of the insured, when calcu- 
lating the benefits to be paid to each of two 
estates, an insurer was entitled to an offset 
only for the primary insurer’s benefit payment 
to that estate, not the payments made to both 
estates. Harvey v. Tuan T. Tran, 420 F. Supp. 2d 
831, 2006 U.S. Dist. LEXIS 16590 (M.D. Tenn. 
2006). 


31. Insolvent Insurer. 

Insurer was obligated for the entire judg- 
ment rendered in favor of the insureds, because 
the inability to collect from an insolvent insur- 
ance carrier constituted an original definition 
of uninsured motor vehicle under the unin- 
sured motor vehicle statutes, when the defini- 
tion of motor vehicle adopted in the 1982 statu- 
tory amendment, which was substantively 
identical to the current definition, combined 
the two categories of insolvency and underin- 
sured, making collectibility from the defendant 
the primary consideration. Clark v. Shoaf, 302 
S.W.3d 849, 2008 Tenn. App. LEXIS 798 (Tenn. 
Ct. App. Dec. 15, 2008), rehearing denied, — 
S.W.3d —, 2009 Tenn. App. LEXIS 902 (Tenn. 
Ct. App. Jan. 14, 2009). 


32. Limitation of Liability. 

In a case arising from an automobile accident 
in which two individuals were injured and the 
trial court found that the policy limits of 
$100,000 per person and $300,000 per occur- 
rence limited the individuals’ coverage to 
$200,000, or $100,000 per person, the two in- 
jured individuals unsuccessfully argued on ap- 
peal that the language in the policy was am- 
biguous and that they were entitled to $300,000 


Collateral References. 

Application of uninsured or underinsured 
motorist or no-fault insurance to school bus 
incidents. 80 A.L.R.6th 389. 

Automobile insurance: what constitutes “oc- 
cupying” under owned-vehicle exclusion of un- 
insured- or underinsured-motorist coverage of 
automobile insurance policy. 59 A.L.R.5th 191. 

Choice of law as to validity of “other insur- 
ance” clause of uninsured motorist coverage. 83 
A.L.R.3d 321. 

Conductor inaction by insurer constitution, 
waiver of, or creating estoppel to assert, de- 
fense of consent to settle provision under insur- 
ance policy. 16 A.L.R.6th 49. 
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under the policy because two people were in- 
jured in the accident. Since the individuals 
failed to offer a reasonable construction of the 
policy and they failed to offer a reasonable 
alternative to the insurance carrier’s construc- 
tion of the policy, the policy was not ambiguous, 
and, contrary to their assertion, T.C.A. § 55-12- 
102(12)(C)G)(b) did not require the carrier to 
pay the policy maximum of $300,000 when only 
two people were injured in an accident. Fisher 
v. Revell, 343 S.W.3d 776, 2009 Tenn. App. 
LEXIS 662 (Tenn. Ct. App. Sept. 30, 2009), 
appeal denied, — S.W.3d —, 2010 Tenn. LEXIS 
294 (Tenn. Mar. 15, 2010). 


33. Arbitration Provision Did Not Apply 
to Out-of-state Policies. 

Order granting an insured’s motion to compel 
uninsured motorist (UM) insurers to arbitrate 
was improper because the policies in question 
were issued and delivered in Texas and the UM 
statute, T.C.A. § 56-7-1201(a), explicitly stated 
that it applied to auto policies delivered, issued 
for delivery or renewed in Tennessee; further, 
T.C.A. § 56-7-1206, which contained the arbi- 
tration provision, applied to an insured intend- 
ing to rely on coverage required by statute. By 
restricting its provisions to Tennessee policies, 
substantive provisions dealing with arbitration 
did not apply to the policies at issue. Nelson v. 
Nelson, 409 S.W.38d 629, 2013 Tenn. App. 
LEXIS 124 (Tenn. Ct. App. Feb. 22, 2013), 
appeal denied, — S.W.3d —, 2013 Tenn. LEXIS 
658 (Tenn. Aug. 13, 2013). 


34. Government Funds. 

T.C.A. § 29-20-401(d)(1) plainly exempts spe- 
cial funds created by agreement of governmen- 
tal entities and consisting of the pooled funds of 
governmental entities from Tennessee’s insur- 
ance statutes. Therefore, an injured employee 
and his wife were unable to recover uninsured 
motorist benefits from the Tennessee Risk 
Management Trust. Harris v. Haynes, 445 
S.W.3d 143, 2014 Tenn. LEXIS 625 (Tenn. Aug. 
26, 2014). 


Conflict of laws as to right of insured to 
maintain under uninsured motorist clause a 
direct action against automobile liability in- 
surer. 83 A.L.R.3d 308. 

Conflict of laws in determination of coverage 
under automobile liability insurance policy. 110 
A.L.R.5th 465. 

Construction of statutory provision govern- 
ing rejection or waiver of uninsured motorist 
coverage. 55 A.L.R.3d 216. 

Coverage of claim for wrongful death of in- 
sured by uninsured motorist clause. 26 
A.L.R.3d 935. 

Coverage under uninsured motorist clause of 
injury inflicted intentionally. 72 A.L.R.3d 1161. 
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Entitlement of child, spouse, parent, or other 
person to survivor’s loss benefit under no-fault 
insurance acts. 12 A.L.R.4th 975. 

Extraterritorial application of statute per- 
mitting injured person to maintain direct ac- 
tion against tortfeasor’s automobile liability 
insurer. 83 A.L.R.3d 338. 

Insured’s right to bring direct action against 
insurer for uninsured motorist benefits. 73 
A.L.R.3d 632. 

Reduction of coverage by amounts payable 
under medical expenses insurance. 24 A.L.R.3d 
1353. 

Requirement that multicoverage umbrella 
insurance policy offer uninsured- or underin- 
sured-motorist coverage equal to liability limits 
under umbrella provisions. 52 A.L.R.5th 451. 

Scope of provision of automobile liability in- 
surance policy excluding liability for damage to 
property in charge of insured, or variation of 
such provision. 10 A.L.R.3d 515. 

Time limitations as to claims based on unin- 
sured motorist clause. 28 A.L.R.3d 580. 

Uninsured and underinsured motorist cover- 
age: enforceability of policy provision limiting 
appeals from arbitration. 23 A.L.R.5th 801. 

Uninsured and underinsured motorist cover- 
age: validity, construction, and effect of policy 
provision purporting to reduce coverage by 
amount paid or payable under workers’ com- 
pensation law. 31 A.L.R.5th 116. 

Uninsured motorist indorsement: construc- 
tion and application of requirement that there 
be “physical contact” with unidentified or hit- 
and-run vehicle; “hit-and-run” cases. 79 
A.L.R.5th 289. 

Uninsured motorist indorsement: construc- 
tion and application of requirement that there 
be “physical contact” with unidentified or hit- 
and-run vehicle; “miss-and-run” cases. 177 
A.L.R.5th 319. 
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Uninsured motorist indorsement: general is- 
sues regarding requirement that there be 
“physical contact” with unidentified or hit-and- 
run vehicle. 78 A.L.R.5th 341. 

Uninsured or underinsured motorist insur- 
ance: validity and construction of policy provi- 
sion purporting to reduce recovery by amount 
of social security disability benefits or pay- 
ments under similar disability benefits law. 24 
A.L.R.5th 766. 

Validity and construction of no-fault insur- 
ance plans providing for reduction of benefits 
otherwise payable by amounts receivable from 
independent collateral sources. 10 A.L.R.4th 
996. 

Validity and construction of “other insur- 
ance” provisions. 28 A.L.R.3d 551. 

Validity and construction of requirement that 
there be “physical contact” with unidentified or 
hit-and-run vehicle. 25 A.L.R.3d 1299. 

Validity, construction, and application of ex- 
clusion of government vehicles from uninsured- 
motorist provision. 58 A.L.R.5th 511. 

Validity, construction, and application of ex- 
haustion clause of underinsured motorist cov- 
erage plan. 75 A.L.R.6th 235. 

Validity, construction, and effect of “consent 
to sue” clauses in uninsured motorist endorse- 
ment of automobile insurance policy. 24 
A.L.R.4th 1024. 

Validity, construction, and effect of “no-con- 
sent-to-settlement” clauses in uninsured mo- 
torist endorsement of automobile insurance 
policy. 18 A.L.R.4th 249. 

What constitutes an “uninsured” or “un- 
known” vehicle or motorist, within uninsured 
motorist coverage. 26 A.L.R.3d 883, 24 
A.L.R.4th 13, 24 A.L.R.4th 63. 

Who is “member” or “resident” of same “fam- 
ily” or “household,” within no-fault or unin- 
sured motorist provisions of motor vehicle in- 
surance policy. 66 A.L.R.5th 269. 


56-7-1202. “Uninsured motor vehicle” defined — Coverage of govern- 


ment vehicles. 


(a)(1) For the purpose of uninsured motor vehicle coverage, “uninsured 
motor vehicle” means a motor vehicle whose ownership, maintenance, or use 
has resulted in the bodily injury, death, or damage to property of an insured, 
and for which the sum of the limits of liability available to the insured under 
all valid and collectible insurance policies, bonds, and securities applicable 
to the bodily injury, death, or damage to property is less than the applicable 
limits of uninsured motorist coverage provided to the insured under the 
policy against which the claim is made; and 
(2) “Uninsured motor vehicle” does not include a motor vehicle: 
(A) Insured under the liability coverage of the same policy of which the 
uninsured motor vehicle coverage is a part; 
(B) Owned by, or furnished for the regular use of, the insured or any 
resident spouse or resident relative in the same household; 
(C) Self-insured within the meaning of the Tennessee Financial Re- 
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sponsibility Law, compiled in title 55, chapter 12, or any similar state or 


federal law; 


(D) Designed for use mainly off public roads except while on public 


roads; or 


(E) While located for use as premises. 

(b) Notwithstanding any other law, the applicable limits of liability for a 
governmental unit, political subdivision or agency thereof for claims arising 
out of the operation of a motor vehicle shall be considered as liability coverage 
available under a valid and collectible insurance policy. 


History. 

Acts 1967, ch. 371, § 2; T.C.A., § 56-1149; 
Acts 1982, ch. 835, § 2; 1988, ch. 769, § 1; 
1999, ch. 196, §§ 2, 3. 


Textbooks. 
Tennessee Jurisprudence, 15 Tenn. Juris., 
Insurance, § 141. 


Law Reviews. 
Underinsured Motorist Coverage in Tennes- 
see, 43 Tenn. L. Rev. 663. 
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. Insurer’s Denial of Coverage After Judg- 
ment. 

. Insolvent Insurer. 
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. Construction. 

Taken together, the language of subsection 
56-7-1202(a) and §§ 56-7-1201(a) and 56-7- 
1204(a): (1) limits the liability of an uninsured 
motorist carrier to payments for damages 
caused by the uninsured/underinsured motor- 
ist in the ownership, maintenance or use of the 
vehicle; and (2) allows the insurer to recover 
from its insured only those amounts received 
from the person or entity causing those same 
damages. Sherer v. Linginfelter, 29 S.W.3d 451, 
2000 Tenn. LEXIS 395 (Tenn. 2000). 


2. Applicability. 

Because applying the 1999 amendments con- 
tained in § 56-7-1202(c) and § 56-7-1201(d) 
would have the effect of broadening insurance 
company’s liability beyond that as it existed on 
the date of the accident would violate Tenn. 
Const., art. 1, § 20, the court applied the law 
that was in effect on the date of the plaintiffs 
accident. Slutsky v. City of Chattanooga, 34 
S.W.3d 467, 2000 Tenn. App. LEXIS 429 (Tenn. 
Ct. App. 2000), review or rehearing denied, — 
S.W.3d —, 2001 Tenn. LEXIS 6 (Tenn. Jan. 2, 
2001). 


3. Vehicles Within Definition. 
The definition of uninsured motor vehicle set 
forth within this section is amplified to include 


the definition of motor vehicle as “every self- 
propelled vehicle which is designed for use 
upon the highway,” the financial responsibility 
law definition set forth in § 55-12-102. Stallcup 
v. Duncan, 684 S.W.2d 643, 1984 Tenn. App. 
LEXIS 3434 (Tenn. Ct. App. 1984). 

The definition of “uninsured motor vehicle” 
clearly encompasses underinsured motor ve- 
hicles as well. Slutsky v. City of Chattanooga, 
34 S.W.3d 467, 2000 Tenn. App. LEXIS 429 
(Tenn. Ct. App. 2000), review or rehearing de- 
nied, — S.W.3d —, 2001 Tenn. LEXIS 6 (Tenn. 
Jan. 2, 2001). 

One who obtains a certificate of self-insur- 
ance is considered to be “self-insured” under 


Tennessee law; therefore, an insurance policy 


exclusion for vehicles “owned or operated by a 
self-insurer” was not inconsistent with the 
statutory exclusion for vehicles that were self- 
insured within the meaning of the Tennessee 
Financial Responsibility Law. Martin v. Pow- 
ers, — S.W.3d —, 2015 Tenn. App. LEXIS 98 
(Tenn. Ct. App. Feb. 27, 2015). 


4. Vehicles Not Within Definition. 

“Uninsured motorist vehicle” did not include 
vehicles covered by insurance even though cer- 
tain individuals could not recover because spe- 
cifically excluded from the coverage. Holt v. 
State Farm Mut. Auto. Ins. Co., 486 S.W.2d 
734, 1972 Tenn. LEXIS 331 (Tenn. 1972), su- 
perseded by statute as stated in, Dockins v. 
Moore, — S.W.2d —, 1987 Tenn. App. LEXIS 
2885 (Tenn. Ct. App. Aug. 25, 1987). 

A four-wheel dune buggy which was not de- 
signed for use upon the highway, and was not 
being operated upon a public road, did not come 
within the definition of an uninsured motor 
vehicle. Stallcup v. Duncan, 684 S.W.2d 643, 
1984 Tenn. App. LEXIS 3434 (Tenn. Ct. App. 
1984). 
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5. Individuals Excluded from Coverage. 

The 1982 amendments to T.C.A. §56-7-1202 
do not prohibit coverage exclusions in unin- 
sured motorist policies for injuries caused by a 
motor vehicle owned by the insured or by a 
family member of the insured. Dockins v. Bal- 
boa Ins. Co., 764 S.W.2d 529, 1989 Tenn. LEXIS 
3 (Tenn. 1989). 

Court erred in granting summary judgment 
to an insurer against a car’s passenger seeking 
uninsured motorist benefits because the poli- 
cy’s individually listed drivers, including the 
passenger, might be considered an additional 
class of “insureds” and therefore entitle the 
passenger to uninsured motorist coverage. 
Christenberry v. Tipton, 160 S.W.3d 487, 2005 
Tenn. LEXIS 222 (Tenn. 2005). 


6. Insurer’s Denial of Coverage After 
Judgment. 

See notes under § 56-7-1201, Notes to Deci- 
sions, “When Uninsured Motorist Coverage 
Must Be Invoked.” 

A four-wheel dune buggy which was not de- 
signed for use upon the highway, and was not 
being operated upon a public road, did not come 
within the definition of an uninsured motor 
vehicle. Stallcup v. Duncan, 684 S.W.2d 643, 
1984 Tenn. App. LEXIS 3434 (Tenn. Ct. App. 
1984). 


Collateral References. 

Application of uninsured or underinsured 
motorist or no-fault insurance to school bus 
incidents. 80 A.L.R.6th 389. 

Automobile insurance: what constitutes “oc- 
cupying” under owned-vehicle exclusion of un- 
insured- or underinsured-motorist coverage of 
automobile insurance policy. 59 A.L.R.5th 191. 

Conflict of laws as to right of insured to 
maintain under uninsured motorist clause a 
direct action against automobile liability in- 
surer. 83 A.L.R.3d 308. 

Construction and Application of Interstate 
Compact for Adult Offender Supervision. 75 
A.L.R.6th 235. 
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7. Insolvent Insurer. 

Insurer was obligated for the entire judg- 
ment rendered in favor of the insureds, because 
the inability to collect from an insolvent insur- 
ance carrier constituted an original definition 
of uninsured motor vehicle under the unin- 
sured motor vehicle statutes, when the defini- 
tion of motor vehicle adopted in the 1982 statu- 
tory amendment, which was substantively 
identical to the current definition, combined 
the two categories of insolvency and underin- 
sured, making collectibility from the defendant 
the primary consideration. Clark v. Shoaf, 302 
S.W.3d 849, 2008 Tenn. App. LEXIS 798 (Tenn. 
Ct. App. Dec. 15, 2008), rehearing denied, — 
S.W.3d —, 2009 Tenn. App. LEXIS 902 (Tenn. 
Ct. App. Jan. 14, 2009). 


8. Public Policy. 

Exclusion from the definition of uninsured 
motor vehicles of those that are self-insured 
within the meaning of the Tennessee Financial 
Responsibility Law is a declaration of the Ten- 
nessee Legislature’s determination of public 
policy; therefore, an insured’s public policy ar- 
gument was rejected. Martin v. Powers, — 
S.W.3d —, 2015 Tenn. App. LEXIS 98 (Tenn. Ct. 
App. Feb. 27, 2015). 


Necessity and sufficiency of claimant’s efforts 
to recover from other sources as prerequisite of 
participation in indemnity fund for losses 
caused by uninsured or unknown motorists. 7 
A.L.R.3d 851. 

Validity, construction, and application of ex- 
clusion of government vehicles from uninsured- 
motorist provision. 58 A.L.R.5th 511. 

What constitutes an “automobile” for pur- 
poses of uninsured motorist provisions. 65 
A.L.R.3d 851. 

Who is within protection of statutes creating 
indemnity funds for losses caused by uninsured 
or unknown motorists. 10 A.L.R.3d 1166. 


56-7-1203. Insolvency protection limitation — More favorable protec- 
tion not precluded. 


An insurer’s insolvency protection shall be applicable only to accidents 
occurring during a policy period in which its insured’s uninsured motorist 
coverage is in effect where the liability insurer of the tortfeasor becomes 
insolvent within one (1) year after the accident. Nothing in this section shall be 
construed to prevent any insurer from affording insolvency protection under 
terms and conditions more favorable to its insureds than is provided in this 
section. 
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History. 
Acts 1967, ch. 371, § 3; T.C.A., § 56-1150. 


Law Reviews. 
Underinsured Motorist Coverage in Tennes- 
see, 43 Tenn. L. Rev. 663. 
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NOTES TO DECISIONS 


1. Coverage Beyond Statutory Minimum. 

By providing uninsured motorist coverage 
when the other party’s insuring company “is or 
becomes insolvent,” without limiting such cov- 
erage to a certain time period, insurer agreed to 


Collateral References. 
Validity, construction, and application of Uni- 


extend its insolvency protection beyond the 
one-year time period set forth in T.C.A. § 56-7- 
1203. Hogins v. Ross, 988 S.W.2d 685, 1998 
Tenn. App. LEXIS 853 (Tenn. Ct. App. 1998). 


form Insurers Liquidation Act. 44 A.L.R.5th 
683. 


56-7-1204. Payment by insurer — Subrogation. 


(a) In the event of payment to any person under the coverage required by 
this part, and subject to the terms and conditions of the coverage, the insurer 
making payment shall, to the extent of the coverage, be subrogated to all of the 
rights of the person to whom payment has been made, and shall be entitled to 
the proceeds of any settlement or judgment resulting from the exercise of any 
rights of recovery of the person against any person or organization legally 
responsible for the bodily injury or property damage for which payment is 
made, including the proceeds recoverable from the assets of an insolvent 
insurer. 

(b) Payment by an insurer under the coverage required by this part shall not 
constitute a satisfaction of the liability of the party or parties responsible for 
the bodily injury or property damage under the financial responsibility laws of 


this state. 


History. 
Acts 1967, ch. 371, § 4; T.C.A., § 56-1151; 
Acts 1982, ch. 835, § 3. 


Textbooks. 
Tennessee Jurisprudence, 15 Tenn. Juris., 
Insurance, §§ 77, 141. 


Law Reviews. 

Made whole? (John A. Day), 36 No.2 Tenn. 
B.J. 28 (2000). 

Underinsured Motorist Coverage in Tennes- 
see, 43 Tenn. L. Rev. 663. 


NOTES TO DECISIONS 


Analysis 


. Construction. 

. Suit Against Insurer. 
. Liability Release. 
Setoffs. 


. Construction. 

Taken together, the language of § 56-7- 
1204(a) and §§ 56-7-1201(a) and 56-7-1202(a): 
(1) limits the liability of an uninsured motorist 
carrier to payments for damages caused by the 
uninsured/underinsured motorist in the owner- 


ship, maintenance, or use of the vehicle; and (2) 
allows the insurer to recover from its insured 
only those amounts received from the person or 
entity causing those same damages. Sherer v. 
Linginfelter, 29 S.W.3d 451, 2000 Tenn. LEXIS 
395 (Tenn. 2000). 

The subrogation of the insurer is limited to 
the injuries for which the insurer has made 
payments. Sherer v. Linginfelter, 29 S.W.3d 
451, 2000 Tenn. LEXIS 395 (Tenn. 2000). 

In a case where the employee was injured 
while driving a vehicle in the course of employ- 
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ee’s employment, the employer’s claim for a 
subrogation interest in the recovery by its em- 
ployee was correctly rejected by the trial court 
because the employer still owed the employee 
$139,059.77 unpaid by the employer on the 
judgment entered against the employer in the 
workers’ compensation case; thus, the judg- 
ment of the trial court disallowing the subroga- 
tion claim of the employer was affirmed. Craig 
v. Loving, — S.W.3d —, 2007 Tenn. App. LEXIS 
135 (Tenn. Ct. App. Mar. 13, 2007). 


2. Suit Against Insurer. 

The uninsured motorist statute does not au- 
thorize an insured to bring suit on the casualty 
policy directly against the insurer. Glover v. 
Tennessee Farmers Mut. Ins. Co., 225 Tenn. 
306, 468 S.W.2d 727, 1971 Tenn. LEXIS 303 
(1971), superseded by statute as stated in, 
Brewer v. Richardson, 893 S.W.2d 935, 1995 
Tenn. LEXIS 22 (Tenn. 1995). 


3. Liability Release. 

The release of tortfeasor by insured and ex- 
cess uninsured motorist carrier destroyed pri- 
mary carrier’s right of subrogation, thereby 
releasing it from liability to its insured under 


Collateral References. 

Proper party plaintiff, under real party in 
interest statute, to action against tort-feasor 
for damage to insured property where insured 
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the uninsured motorist coverage of its policy. 
Aetna Casualty & Sur. Co. v. Tennessee Farm- 
ers Mut. Ins. Co., 867 S.W.2d 321, 1993 Tenn. 
App. LEXIS 241 (Tenn. Ct. App. 1993), appeal 
denied, 1993 Tenn. LEXIS 266 (Tenn. July 6, 
1993). 


4. Setoffs. 

Trial court correctly denied a motion by an 
injured passenger’s insurer to reduce its unin- 
sured motorist liability by amounts paid by the 
driver’s insurer because the driver’s insurer, 
rather than the passenger’s insurer, was the 
primary carrier for uninsured motorist cover- 
age with respect to the accident, statutory 
provisions prevailed over policy provisions 
when a conflict between them exists, the statu- 
tory subrogation provisions, when read in pari 
materia with the other uninsured motorist 
statutes, only allowed offsets from those who 
caused the damages, and the driver’s insurer 
was not the legally responsible insurer. Powell 
v. Clark, — S.W.3d —, 2015 Tenn. App. LEXIS 
57 (Tenn. Ct. App. Feb. 3, 2015), appeal denied, 
— §.W.3d —, 2015 Tenn. LEXIS 489 (Tenn. 
June 12, 2015). 


has paid part of loss. 18 A.L.R.3d 140. 

Validity, construction, and application of Uni- 
form Insurers Liquidation Act. 44 A.L.R.5th 
683. 


56-7-1205. Minimum policy limits not increased. 


Nothing contained in this part shall be construed as requiring the forms of 
coverage provided pursuant to this part, whether alone or in combination with 
similar coverage afforded under other automobile liability policies, to afford 
limits in excess of those that would be afforded had the insured under the 
policies been involved in an accident with a motorist who was insured under a 
policy of liability insurance with the minimum limits described in § 55-12-107, 
or the uninsured motorist liability limits of the insured’s policy if the limits are 
higher than the limits described in § 55-12-107. The forms of coverage may 
include terms, exclusions, limitations, conditions, and offsets that are designed 
to avoid duplication of insurance and other benefits. 


History. 
Acts 1967, ch. 371, § 5; 1974, ch. 697, § 2; 
T.C.A., § 56-1152. 


Code Commission Notes. Contrary to edito- 
rial statements in 600 S.W.2d 247 and 606 
S.W.2d 290, this section has not been repealed. 


Textbooks. 
Tennessee Jurisprudence, 15 Tenn. Juris., 
Insurance, § 141. 


Law Reviews. 
Underinsured Motorist Coverage in Tennes- 
see, 43 Tenn. L. Rev. 663. 
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NOTES TO DECISIONS 


Analysis 


. Purpose of Statute. 

Construction. 

. Payments From More Than One Policy. 
Coverage Limited. 

. Avoidance of Duplication. 

. Multiple Tortfeasors. 

. Workers’ Compensation Offset Provision. 
. Vehicles Not Listed in Policy. 

. Insolvent Insurer. 

10. Credit. 


WWONIBHMNPWONE 


1. Purpose of Statute. 

It was the basic purpose of the general as- 
sembly to enact an uninsured motorist statute 
to provide protection against the risk of inad- 
equate compensation for injuries or death 
caused by the negligence of a financially irre- 
sponsible motorist. State Farm Mut. Auto. Ins. 
Co. v. Barnette, 485 S.W.2d 545, 1972 Tenn. 
LEXIS 380 (Tenn. 1972), overruled, State Auto. 
Mut. Ins. Co. v. Cummings, 519 S.W.2d 773, 
1975 Tenn. LEXIS 710 (Tenn. 1975), overruled 
in part, State Auto. Mut. Ins. Co. v. Cummings, 
519 S.W.2d 773, 1975 Tenn. LEXIS 710 (Tenn. 
1975). 

This section is an express declaration of leg- 
islative intent to limit the recovery which may 
be had under the uninsured motorist statute 
and the language clearly reflects the legislative 
design that the insured be placed in as good a 
position but no better than he would occupy if 
he had been injured by an individual who had 
complied with the financial responsibility law. 
Shoffner v. State Farm Mut. Auto. Ins. Co., 494 
S.W.2d 756, 1972 Tenn. LEXIS 308 (Tenn. 
1972), overruled, State Auto. Mut. Ins. Co. v. 
Cummings, 519 S.W.2d 773, 1975 Tenn. LEXIS 
710 (Tenn. 1975), overruled in part, State Auto. 
Mut. Ins. Co. v. Cummings, 519 S.W.2d 773, 
1975 Tenn. LEXIS 710 (Tenn. 1975) (decision 
prior to 1974 amendment). 

By enactment of this section as a section of 
the uninsured motorist statutes, it was the 
legislative purpose to provide an insured mo- 
torist a right of recovery under the uninsured 
motorist provisions of his policy only up to the 
statutory required minimum established in 
§ 56-7-1201, and policy provisions operating to 
reduce such coverage where other coverage or 
benefits are available to the insured arising 
from accident causing the loss are valid if such 
provisions do not operate to deny payments to 
an insured of less than the statutory minimum. 
Mathis v. Stacy, 606 S.W.2d 290, 1980 Tenn. 
App. LEXIS 383 (Tenn. Ct. App. 1980). 


2. Construction. 

T.C.A. § 56-7-1205 does not obviate the re- 
quirement of § 56-7-1201 that uninsured mo- 
torist coverage is included in every automobile 
insurance policy unless the uninsured motorist 


insurance is rejected by the insured in writing. 
Integrity Ins. Co. v. Dudney, 745 F. Supp. 1299, 
1990 U.S. Dist. LEXIS 11168 (M.D. Tenn. 
1990). 


3. Payments From More Than One Policy. 

It is the legislative purpose to provide an 
insured motorist a right of recovery under the 
uninsured motorist provisions of his policy only 
up to the statutory required minimum, § 56-7- 
1201, and provisions in such policies operating 
to reduce such coverage where other coverage 
or benefits are available to the insured arising 
from the accident are valid if such provisions do 
not limit payments to an insured of amounts 
less than the statutory minimum. Terry vy. 
Aetna Casualty & Surety Co., 510 S.W.2d 509, 
1974 Tenn. LEXIS 507 (Tenn. 1974), super- 
seded by statute as stated in, Weir v. Glens 
Falls Ins. Co., — S.W.2d —, 1987 Tenn. App. 
LEXIS 2808 (Tenn. Ct. App. July 16, 1987), 
superseded by statute as stated in, Albin v. 
Memphis, — S.W.2d —, 1988 Tenn. App. LEXIS 
537 (Tenn. Ct. App. Aug. 24, 1988), superseded 
by statute as stated in, English v. Pretti, — 
S.W.3d —, 2002 Tenn. App. LEXIS 752 (Tenn. 
Ct. App. Oct. 24, 2002). 

This section authorizes policy provisions lim- 
iting recovery of tort victim having uninsured 
motorist coverage to a maximum of $10,000 (or 
policy limits) from all insurance available to 
him, thus where plaintiff passenger recovered 
$10,000 from driver’s insurance carrier, such a 
policy provision in plaintiffs father’s policy 
effectively precluded plaintiff from collecting 
further amounts on the uninsured motorist 
clause in this second policy. State Auto. Mut. 
Ins. Co. v. Cummings, 519 S.W.2d 773, 1975 
Tenn. LEXIS 710 (Tenn. 1975), overruling con- 
trary pronouncements in State Farm Mut. 
Auto. Ins. Co. v. Barnette, 485 S.W.2d 545, 1972 
Tenn. LEXIS 380 (Tenn. 1972), overruled, State 
Auto. Mut. Ins. Co. v. Cummings, 519 S.W.2d 
773, 1975 Tenn. LEXIS 710 (Tenn. 1975), over- 
ruled in part, State Auto. Mut. Ins. Co. v. 
Cummings, 519 S.W.2d 773, 1975 Tenn. LEXIS 
710 (Tenn. 1975) and Shoffner v. State Farm 
Mut. Auto. Ins. Co., 494 S.W.2d 756, 1972 Tenn. 
LEXIS 308 (Tenn. 1972), overruled, State Auto. 
Mut. Ins. Co. v. Cummings, 519 S.W.2d 773, 
1975 Tenn. LEXIS 710 (Tenn. 1975), overruled 
in part, State Auto. Mut. Ins. Co. v. Cummings, 
519 S.W.2d 773, 1975 Tenn. LEXIS 710 (Tenn. 
1975). 

Because a reductions clause in an insurance 
contract was ambiguous, and resort to T.C.A. 
§ 56-7-1201, T.C.A. § 55-12-107(a), and T.C.A. 
§ 56-7-1205, did not resolve the issue, and 
Tennessee law required that the contract be 
construed in favor of the insured, when calcu- 
lating the benefits to be paid to each of two 
estates, an insurer was entitled to an offset 
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only for the primary insurer’s benefit payment 
to that estate, not the payments made to both 
estates. Harvey v. Tuan T. Tran, 420 F. Supp. 2d 
831, 2006 U.S. Dist. LEXIS 16590 (M.D. Tenn. 
2006). 


4, Coverage Limited. 

The effect of this section was to permit an 
insurer to limit uninsured motorist coverage to 
the minimum required coverage. Keeble v. All- 
state Ins. Co., 342 F. Supp. 963, 1971 U.S. Dist. 
LEXIS 10924 (E.D. Tenn. 1971). 

The maximum limits placed on recovery un- 
der this section depend entirely upon the 
amount available had the tortfeasor been in- 
sured. Shoffner v. State Farm Mut. Auto. Ins. 
Co., 494 S.W.2d 756, 1972 Tenn. LEXIS 308 
(Tenn. 1972), overruled, State Auto. Mut. Ins. 
Co. v. Cummings, 519 S.W.2d 773, 1975 Tenn. 
LEXIS 710 (Tenn. 1975), overruled in part, 
State Auto. Mut. Ins. Co. v. Cummings, 519 
S.W.2d 773, 1975 Tenn. LEXIS 710 (Tenn. 1975) 
(decision prior to 1974 amendment). 

Court upheld policy provisions limiting unin- 
sured motorist recovery so as to deny insurer’s 
liability where vehicle had applicable to it at 
the time of the accident an adequate liability 
insurance policy with respect to person operat- 
ing vehicle and responsible for its use, though 
owner guilty of negligent entrustment was un- 
insured. Mathis v. Stacy, 606 S.W.2d 290, 1980 
Tenn. App. LEXIS 383 (Tenn. Ct. App. 1980). 

The uninsured motorist insurance statutes of 
this state provide less than broad coverage 
since the general assembly has permitted un- 
insured motorist policies to be written so as to 
“include such terms, exclusions, limitations, 
conditions, and offsets, which are designed to 
avoid duplication of insurance and other ben- 
efits.” Thompson v. Parker, 606 S.W.2d 538, 
1980 Tenn. App. LEXIS 382 (Tenn. Ct. App. 
1980). 

Limiting coverage to injuries received “while 
occupying a motor vehicle or, as a pedestrian” 
does not fall within the ambit of T.C.A. § 56-7- 
1205. Dupree v. Doe, 772 S.W.2d 910, 1988 
Tenn. App. LEXIS 551 (Tenn. Ct. App. 1988). 

“Regular use” exclusion in a police officer’s 
personal uninsured motorist policy was prop- 
erly applied where he was injured in a patrol 
car while on duty, his employer was not re- 
quired to, nor did it, carry uninsured motorist 
coverage, and the “regular use” exclusion did 
not contravene public policy. Shepherd v. Fre- 
gozo, 175 S.W.3d 209, 2005 Tenn. App. LEXIS 
344 (Tenn. Ct. App. 2005). 


5. Avoidance of Duplication. 

Provisions in a family automobile liability 
policy excluding uninsured motorist coverage 
for bodily injury to an insured while occupying 
a motor vehicle not owned by named insured or 
any resident relative were valid, despite con- 
tentions that they were contrary to public 
policy and statute, where such provisions were 
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approved by the commissioner and the provi- 
sions could have prevented duplication of cov- 
erage and benefits notwithstanding the fact 
that the insured had refused the uninsured 
motorist coverage in a liability policy for a 
motorcycle he was operating at the time of the 
accident. Hill v. Nationwide Mut. Ins. Co., 535 
S.W.2d 327, 1976 Tenn. LEXIS 579 (Tenn. 
1976), superseded by statute as stated in, Elam 
v. Protective Ins. Co., — S.W.2d —, 1987 Tenn. 
App. LEXIS 2806 (Tenn. Ct. App. July 16, 
1987), superseded by statute as stated in, Weir 
v. Glens Falls Ins. Co., — S.W.2d —, 1987 Tenn. 
App. LEXIS 2808 (Tenn. Ct. App. July 16, 
1987), superseded by statute as stated in, Dock- 
ins v. Moore, — S.W.2d —, 1987 Tenn. App. 
LEXIS 2885 (Tenn. Ct. App. Aug. 25, 1987). 

This section permits the insurer, by contract, 
to offset its liability to the insured by whatever 
amount of money from whatever source the 
insured may receive it, if the money from the 
outside source would be a duplication of the 
amount agreed to be paid by the insurer. 
Thompson v. Parker, 606 S.W.2d 538, 1980 
Tenn. App. LEXIS 382 (Tenn. Ct. App. 1980). 

Plaintiffs were entitled only to $40,000 of 
under-insured motorist coverage, rather than 
to $160,000 which represents the total amount 
of under-insured motorist coverage for which 
their deceased was insured under four separate 
automobile liability policies at the date of his 
death, because stacking of coverages was not 
permitted. Jones v. Mulkey, 620 S.W.2d 498, 
1981 Tenn. App. LEXIS 473 (Tenn. Ct. App. 
1981). 


6. Multiple Tortfeasors. 

The legal liability of more than one tortfeasor 
or the involvement of multiple vehicles in one 
tortious event or accident is immaterial as to 
the interpretation of exclusions, permitted by 
this section, which allow an insurer by contract 
to reduce its liability by any sums paid to its 
insured by other parties jointly or severally 
liable to the insured. Thompson v. Parker, 606 
S.W.2d 538, 1980 Tenn. App. LEXIS 382 (Tenn. 
Ct. App. 1980). 

The legal liability of more than one person for 
a single tort was immaterial in applying the 
rule that the uninsured motorist statutes man- 
date a right of recovery only up to the statutory 
required minimum. Mathis v. Stacy, 606 S.W.2d 
290, 1980 Tenn. App. LEXIS 383 (Tenn. Ct. 
App. 1980). 

Insured’s uninsured motorist coverage had a 
limit of $50,000, and the insured had already 
collected in excess of that amount from her 
settlement with the dram shop and thus the 
insurer could reduce its liability by offsetting 
this payment, such that it had no liability; since 
the insured received a settlement from one 
defendant which met or exceeded the policy 
limits of her uninsured motorist coverage, the 
settlement amount could be used to offset the 
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insurer’s liability. Green v. Johnson, — S.W.3d 
—, 2007 Tenn. App. LEXIS 460 (Tenn. Ct. App. 
July 25, 2007), affd, 249 S.W.3d 313, 2008 
Tenn. LEXIS 168 (Tenn. Mar. 13, 2008). 


7. Workers’ Compensation Offset Provi- 
sion. 

Amendments to the uninsured motorist stat- 
utes prior to a November 1978 accident did not 
render invalid the workers’ compensation offset 
provision in insurance policy. Hutchison v. Ten- 
nessee Farmers Mut. Ins. Co., 652 S.W.2d 904, 
1983 Tenn. App. LEXIS 569 (Tenn. Ct. App. 
1983). 

Uninsured motorist carrier was entitled to 
set off the full amount of workers’ compensa- 
tion benefits payable to the plaintiff, even 
though the plaintiff received such benefit in 
biweekly installments rather than in a lump 
sum. Soren v. Ezelle, 737 F. Supp. 49, 1990 U.S. 
Dist. LEXIS 6497 (M.D. Tenn. 1990). 

A workers’ compensation insurance carrier 
was not entitled to an award against the pro- 
ceeds of a settlement between a deceased work- 
ers’ personal representative and the workers’ 
uninsured motorist (UM) insurer since the UM 
insurer’s liability was not a legal liability for 
the worker’s death but, rather, was a liability in 
contract determined by the terms of the insur- 
ance agreement and, as subrogee of the worker, 
the workers’ compensation carrier had no inde- 
pendent cause of action against the UM in- 
surer. Hudson ex rel. Hudson v. Hudson Mun. 
Contractors, 898 S.W.2d 187, 1995 Tenn. 
LEXIS 188 (Tenn. 1995). 

Summary judgment was properly granted in 
favor of the insurer on the insured’s uninsured 
motorist policy because the insured was receiv- 
ing workers’ compensation benefits, such that a 
setoff provision may be reduced by the amount 
that the insured had collected, or would collect. 
Sherlin v. Hall, 237 S.W.3d 647, 2007 Tenn. 
App. LEXIS 209 (Tenn. Ct. App. Apr. 10, 2007), 


Collateral References. 
Uninsured and underinsured motorist cover- 
age: validity, construction, and effect of policy 
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appeal denied, — S.W.3d —, 2007 Tenn. LEXIS 
846 (Tenn. Sept. 24, 2007). 


8. Vehicles Not Listed in Policy. 

The uninsured motorist coverage of a family 
automobile policy did not extend to a collision 
involving an automobile owned and operated by 
plaintiff and not listed in the policy of insur- 
ance. Graves v. Tennessee Farmers Mut. Ins. 
Co., 671 S.W.2d 841, 1984 Tenn. App. LEXIS 
2599 (Tenn. Ct. App. 1984), superseded by stat- 
ute as stated in, Elam v. Protective Ins. Co., — 
S.W.2d —, 1987 Tenn. App. LEXIS 2806 (Tenn. 
Ct. App. July 16, 1987), superseded by statute 
as stated in, Dockins v. Moore, — S.W.2d —, 
1987 Tenn. App. LEXIS 2885 (Tenn. Ct. App. 
Aug. 25, 1987). 


9. Insolvent Insurer. 

Insurer was obligated for the entire judg- 
ment rendered in favor of the insureds, because 
the inability to collect from an insolvent insur- 
ance carrier constituted an original definition 
of uninsured motor vehicle under the unin- 
sured motor vehicle statutes, when the defini- 
tion of motor vehicle adopted in the 1982 statu- 
tory amendment, which was _ substantively 
identical to the current definition, combined 
the two categories of insolvency and underin- 
sured, making collectibility from the defendant 
the primary consideration. Clark v. Shoaf, 302 
S.W.3d 849, 2008 Tenn. App. LEXIS 798 (Tenn. 
Ct. App. Dec. 15, 2008), rehearing denied, — 
S.W.3d —, 2009 Tenn. App. LEXIS 902 (Tenn. 
Ct. App. Jan. 14, 2009). 


10. Credit. 

Plaintiff was not entitled to recover under 
her uninsured motorist policy because plain- 
tiffs insurer was entitled to a credit of $300,000 
for money plaintiff received from her settle- 
ment with receivership. McHone v. State Farm 
Mut. Auto. Ins. Co., 785 F.3d 1212, 2015 U.S. 
App. LEXIS 7617 (8th Cir. May 8, 2015). 


provision purporting to reduce coverage by 
amount paid or payable under workers’ com- 
pensation law. 31 A.L.R.5th 116. 


56-7-1206. Service of process — Actions by insurers — John Doe 
warrants — Arbitration. 


(a) Any insured intending to rely on the coverage required by this part shall, 
if any action is instituted against the owner and operator of an uninsured 
motor vehicle, serve a copy of the process upon the insurance company issuing 
the policy in the manner prescribed by law, as though the insurance company 
were a party defendant. The company shall thereafter have the right to file 
pleadings and take other action allowable by law in the name of the owner and 
operator of the uninsured motor vehicle or in its own name; provided, that 
nothing in this subsection (a) shall prevent the owner or operator from 
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employing counsel of the owner’s own choice; and provided, further, that the 
evidence of service upon the insurance carrier shall not be made a part of the 
record. 

(b) Ifthe owner or operator of any motor vehicle that causes bodily injury or 
property damage to a person insured under this part is unknown and if the 
insured satisfies all of the requirements of § 56-7-1201(e), should suit be 
instituted, the insured shall issue a John Doe warrant against the unknown 
owner or operator in order to come within the coverage of the owner’s 
uninsured motorist policy. If the uninsured motorist’s identity and where- 
abouts are discovered during the pendency of the proceeding, subsection (e) 
shall govern the proper course of action following the discovery. 

(c) The uninsured motorist provision shall not require arbitration of any 
claim arising thereunder nor shall the insured be restricted or prevented in 
any manner from employing legal counsel or instituting legal proceedings. 

(d) In the event that service of process against the uninsured motorist, 
which was issued to the motorist’s last known address, is returned by the 
sheriff or other process server marked, “Not to be found in my county,” or words 
to that effect, or if service of process is being made upon the secretary of state 
for a nonresident uninsured motorist and the registered notice to the last 
known address is returned without service on the uninsured motorist, the 
service of process against the uninsured motorist carrier, pursuant to this 
section, shall be sufficient for the court to require the insurer to proceed as if 
it is the only defendant in the case. 

(e) In the event the uninsured motorist’s whereabouts is discovered during 
the pendency of the proceedings, an alias process may issue against the 
uninsured motorist. In such a case, the uninsured motorist shall be allowed a 
reasonable time within which to plead to the original process, and then the 
case may proceed against the uninsured motorist as if the motorist was served 
with process in the first instance. 

(f) Notwithstanding subsection (c), if a party or parties alleged to be liable 
for the bodily injury or death of the insured offers the limits of all liability 
insurance policies available to the party or parties in settlement of the 
insured’s claim, the insured or the insured’s personal representative may 
accept the offer, execute a full release of the party or parties on whose behalf 
the offer is made and preserve the right to seek additional compensation from 
the insured’s uninsured motorist insurance carrier upon agreement of the 
insured or the insured’s personal representative to submit the insured’s 
uninsured motorist claim to binding arbitration of all issues of tort liability and 
damages, provided: 

(1)(A) The offer must be for the sum of the limits of all liability insurance 
policies providing coverage to the party or parties on whose behalf the offer 
is made and in an aggregate amount that is less than the uninsured 
motorist coverage applicable to the bodily injury or death of the insured; or 

(B) If, by payments to other injured parties, the limits of all liability 
insurance policies providing coverage to the party or parties on whose 
behalf the offer is made have been reduced to an amount that is less than 
the limits of the insured’s uninsured motorist coverage, the offer must be 
for the total amount of coverage that remains available to the party or 
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parties on whose behalf the offer is made; and 

(2) If the settlement does not release all parties alleged to be liable to the 
insured, arbitration of the uninsured motorist claim shall not be conducted 
until the claims against all such other parties have been fully and finally 
disposed of by settlement, final judgment or otherwise. 

(g) Parties proposing to accomplish a settlement pursuant to this section 
shall comply with the following requirements and conditions: 

(1) Upon request, the insured or the insured’s personal representative or 
attorney shall provide the liability insurance company or companies provid- 
ing coverage to the party or parties to be released, the name and address of 
the insurance company or companies providing the insured with uninsured 
motorist coverage, the policy number or numbers and the limits of uninsured 
motorist coverage available to the insured; 

(2) The liability insurance company or companies providing coverage to 
the party or parties to be released shall give written notice of the offer to the 
insured’s uninsured motorist insurance carrier or its attorney, provide 
verification of the coverage upon request and confirm to the uninsured 
motorist insurance carrier or its attorney that the party or parties to be 
released will agree in writing to cooperate with the uninsured motorist 
insurance carrier in connection with the arbitration of the uninsured 
motorist claim; provided, that the uninsured motorist insurance carrier will 
agree to waive its subrogation rights against the party or parties to be 
released; 

(3) The insured or the insured’s personal representative or attorney shall 
give written notice to the uninsured motorist insurance carrier or its 
attorney of the insured’s intent to accept the offer and agreement to submit 
the uninsured motorist claim to binding arbitration; 

(4) After receipt of both of the notices referred to in subdivisions (g)(2) and 
(3), the uninsured motorist insurance carrier shall have thirty (30) days to 
give notice to its insured or the insured’s personal representative or attorney 
and the liability insurance carrier or carriers or their attorneys that it 
consents to the settlement, that it will agree to binding arbitration of the 
insured’s uninsured motorist claim and that it will waive its subrogation 
rights against the party or parties to be released in exchange for their 
written agreement to cooperate in connection with the arbitration; 

(5) Upon receipt of the notice required by subdivision (g)(4), the insured 
may proceed to execute a release of the party or parties on whose behalf the 
offer was made and upon execution of the release, receive payment of the 
settlement proceeds; and 

(6) The notices required by subdivisions (g)(2), (3) and (4) shall be given by 
certified mail, return receipt requested, or by some other method pursuant to 
which the sender receives written verification that the notice was received. 
(h)\(1) The arbitration provided for in this section shall be conducted 
pursuant to this section and pursuant to the Uniform Arbitration Act, 
compiled in title 4, chapter 5, part 3 and to title 29, chapter 5, parts 1 and 3. 

(2) The arbitrator shall be selected by agreement of the parties. Notwith- 
standing § 29-5-304, if the parties are unable to agree, either party may 
request a judge of a court of record in the county in which the arbitration is 
pending to designate three (3) potential arbitrators. The parties shall then 
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agree upon one (1) of the three (3) arbitrators so designated. 

(3) Unless the parties agree otherwise, the arbitration will take place in 
the county in which the insured resides and the rules of evidence applicable 
to the state courts where the arbitration is conducted shall apply. 

(4) The arbitrator shall not be informed as to the amount or amounts 
collected by the insured by way of settlement or judgment prior to the 
conclusion of the arbitration. Disclosure of the information prior to the 
conclusion of the arbitration will result in disqualification of the arbitrator. 

(5) Coverage issues shall be decided by a court of competent jurisdiction. 
The arbitrator shall decide issues of tort liability and damages only. The 
arbitrator shall first decide issues of liability and the apportionment of fault 
and, if fault is found, the amount of damages sustained by the insured. 

(6) Ifthe arbitrator’s award to the insured is less than or equal to the total 
amount collected by the insured by way of settlements or judgments plus the 
amount of any settlement offer made by the uninsured motorist carrier at 
least fifteen (15) days prior to the arbitration, the insured will pay the 
arbitrator’s fee. In the event the arbitrator’s award to the insured exceeds 
the total amount collected by the insured by way of settlements or judgments 
plus the amount of any settlement offer made by the uninsured motorist 
carrier at least fifteen (15) days prior to the arbitration, the uninsured 
motorist insurance carrier will pay the arbitrator’s fee. 

(i) The uninsured motorist insurance carrier shall be entitled to credit for 
the total amount of damages collected by the insured from all parties alleged 
to be liable for the bodily injury or death of the insured whether obtained by 
settlement or judgment and whether characterized as compensatory or puni- 
tive damages. 

(j) Nothing contained in this section shall prohibit or preclude the unin- 
sured motorist insurance carrier and the insured or the insured’s personal 
representative from settling the insured’s uninsured motorist claim at any 
time and upon terms and conditions acceptable to the parties. 

(k) Notwithstanding the provisions of this section relating to binding 
arbitration, after receipt of both of the notices referred to in subdivisions (g)(2) 
and (3), the uninsured motorist insurance carrier, at its option, may elect to 
decline binding arbitration and preserve its subrogation rights; provided, that 
within thirty (30) days after receipt of both of the notices, it pays the insured 
the full amount of the offer made by the liability insurance company or 
companies providing coverage to the party or parties seeking the release. 
Acceptance of the amount by the insured shall not operate as a release of the 
liability insurance carrier’s insureds, nor shall it prevent or preclude the 
insured from seeking additional compensation from the insured’s uninsured 
motorist insurance carrier. Upon acceptance by the insured, the uninsured 
motorist insurance carrier shall be subrogated to the extent of its payment and 
further subrogated to the extent it is required to make further payments of 
compensatory damages under the uninsured motorist coverage of its policy. 
Upon final disposition of the case, the liability insurance carrier or carrier, 
shall reimburse the uninsured motorist insurance carrier in the amount of 
policy limits applicable to the defendant or defendants on whose behalf the 
offer was made or in the amount of the judgment rendered against the 
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defendant or defendants, whichever is less. In the event the judgment is in 
favor of the defendant or defendants, the uninsured motorist insurance carrier 
shall not be entitled to reimbursement for any amounts paid its insured 
pursuant to this subsection (k). In the event the judgment exceeds the liability 
insurance coverage available to the defendant or defendants, the uninsured 
motorist insurance carrier shall be subrogated against the defendant or 
defendants to the extent of payments it is required to make in excess of the 
liability insurance coverage. The uninsured motorist insurance carrier shall be 
entitled to credit for the total amount of damages collected by the insured from 
all parties alleged to be liable for the bodily injury or death of the insured 
whether obtained by settlement or judgment and whether characterized as 


compensatory or punitive damages. 
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1. In General. 
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3. Suit Against Insurer. 

4. Separate Action Against Insurer — When 
Permitted. 

5. Limitations on Litigation. 
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7. Waiver of Jury Trial. 

8. Unknown Motorist. 

9. Insolvent Insurer. 

10. Arbitration Provision Did Not Apply to 
Out-of-state Policies. 
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1. In General. 

It was the intention of the general assembly 
to permit insured to pursue his tort remedy 
against an uninsured motorist as far as pos- 
sible and at the same time to have the benefit of 
the “family protection” or uninsured motorist 
coverage of his own insurance policy. Cavalier 
Ins. Corp. v. Osment, 538 S.W.2d 399, 1976 
Tenn. LEXIS 491 (Tenn. 1976). 

The general assembly intended not to permit 
an insurance carrier to make arbitration a 
condition precedent to suit thereby cutting off 
or precluding insured’s right to seek relief 
through the courts. Cavalier Ins. Corp. v. Os- 
ment, 538 S.W.2d 399, 1976 Tenn. LEXIS 491 
(Tenn. 1976). 


An insurance contract may not prevent in- 
sured from seeking recovery through the courts 
in a damage action against an uninsured mo- 
torist, but where insured is unable to obtain 
service of process or otherwise prosecute such 
action, he may invoke the arbitration provi- 
sions of the policy. Cavalier Ins. Corp. v. Os- 
ment, 538 S.W.2d 399, 1976 Tenn. LEXIS 491 
(Tenn. 1976). 

There is nothing to indicate the general as- 
sembly intended the 1975 amendment of this 
section, relating to service of process, to apply 
only to cases arising after its effective date. 
Application of the section to cases pending at 
the time of the amendment would not produce 
unjust results because the amendment merely 
changes a rule of practice and does not disturb 
vested rights or contractual obligations. Ross v. 
Tennessee Farmers Mut. Ins. Co., 592 S.W.2d 
897, 1979 Tenn. App. LEXIS 367 (Tenn. Ct. 
App. 1979). 

This section does not relieve the insured of 
the burden of proving that the motorist in- 
volved in the collision was uninsured nor does it 
create a presumption in favor of the insured 
that the other motorist was uninsured. Jones v. 
Prestige Casualty Co., 646 S.W.2d 918, 1982 
Tenn. App. LEXIS 405 (Tenn. Ct. App. 1982), 
superseded by statute as stated in, Carlton v. 
Davis, — S.W.3d —, 2003 Tenn. App. LEXIS 
302 (Tenn. Ct. App. Apr. 24, 2003). 
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This section is remedial and has no extrater- 
ritorial effect. Hutchison v. Tennessee Farmers 
Mut. Ins. Co., 652 S.W.2d 904, 1983 Tenn. App. 
LEXIS 569 (Tenn. Ct. App. 1983). 

T.C.A. § 56-7-1206 speaks only to a suit, not 
to preliminary matters necessary to perfect 
coverage. McKimm v. Bell, 790 S.W.2d 526, 
1990 Tenn. LEXIS 161 (Tenn. 1990). 

Reasonable conditions regarding proof of 
claim and cooperation of the insured with the 
insurer to protect the claim against the party 
causing the damage are no more repugnant to 
legislative intent than is the condition that 
requires the insured to give notice of an acci- 
dent to the insurer. McKimm v. Bell, 790 
S.W.2d 526, 1990 Tenn. LEXIS 161 (Tenn. 
1990). 

Uninsured motorist carrier has no obligation 
to defend the action on behalf of the uninsured 
motorist, but has the right to do so; if the 
carrier chooses not to defend, it is bound by the 
judgment against the uninsured motorist. Wit- 
ter v. Nesbit, 878 S.W.2d 116, 1993 Tenn. App. 
LEXIS 767 (Tenn. Ct. App. 1993), cert. denied, 
513 U.S. 873, 115 S. Ct. 199, 1380 L. Ed. 2d 1380, 
1994 U.S. LEXIS 6351 (1994). 

The intention of the legislature in enacting 
T.C.A. §56-7-1206 was to provide an efficient 
procedure to allow persons to obtain complete 
relief from their uninsured motorist policy 
when injured by an uninsured motorist who is 
financially unable to respond in damages. Grif- 
fin v. Shelter Mut. Ins. Co., 18 S.W.3d 195, 2000 
Tenn. LEXIS 219 (Tenn. 2000). 

T.C.A. § 56-7-1206 provides for suits against 
a plaintiffs uninsured motorist carrier, and a 
carrier served under the statute has the right 
to file pleadings and take other actions allow- 
able by law in the name of the owner and 
operator of the uninsured motor vehicle or in its 
own name; provided, that nothing in the section 
prevents such owner or operator from employ- 
ing counsel of the owner’s choice; and provided 
further, the evidence of service upon the insur- 
ance carrier is not made a part of the record. 
Johnson v. Hill Bros. Transp. Inc., 262 F. Supp. 
2d 889, 2003 U.S. Dist. LEXIS 8325 (E.D. Tenn. 
2003). 

There is no conflict between T.C.A. § 56-7- 
1206(e) and Tenn. R. Civ. P. 4 in regard to 
whether the process served upon the driver was 
insufficient; the language of the statute did not 
conflict with Tenn. R. Civ. P. 4, which did specify 
the plaintiff as the proper party, and the statute 
and rule of civil procedure were not in conflict, 
but rather worked in concert. Temlock v. 
McGinnis, 211 S.W.3d 238, 2006 Tenn. App. 
LEXIS 482 (Tenn. Ct. App. 2006), appeal de- 
nied, — S.W.3d —, 2006 Tenn. LEXIS 1171 
(Tenn. Dec. 18, 2006). 


2. Construction with Court Rules. 
The Tennessee Rules of Civil Procedure are 
“laws” and are subject to being superseded in 
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the same manner as statutes. Thus, the specific 
provisions in subsection (e) prevail over the 
conflicting general provisions in Tenn. R. Civ. P. 
3. Lady v. Kregger, 747 S.W.2d 342, 1987 Tenn. 
App. LEXIS 3052 (Tenn. Ct. App. 1987). 

Plaintiff who knew the identity of the unin- 
sured motorist, but was unable to obtain ser- 
vice, could proceed under § 56-7-1206(d) and 
was not required to reissue process under Tenn. 
R. Civ. P. 3. Little v. State Farm Mut. Ins. Co., 
784 S.W.2d 928, 1989 Tenn. App. LEXIS 823 
(Tenn. Ct. App. 1989), appeal denied, Little v. 
Barnett, 1990 Tenn. LEXIS 90 (Tenn. Feb. 26, 
1990). 

Where defendant was not, in fact, an unin- 
sured motorist, and plaintiff at no stage of the 
proceedings ever enjoyed a presumption that 
defendant was uninsured, T.C.A. § 56-7-1206 
did not prevent the application of Tenn. R. Civ. 
P. 3. Carr v. Borchers, 815 S.W.2d 528, 1991 
Tenn. App. LEXIS 243 (Tenn. Ct. App. 1991), 
appeal denied, — S.W.2d —, 1991 Tenn. LEXIS 
314 (Tenn. Aug. 5, 1991). 

Letter sent by insureds to their insurer to 
give notice of action against uninsured motorist 
did not constitute sufficient service of process 
upon insurer because it did not strictly comply 
with requirements of Tenn. R. Civ. P. 4.02. 
Eyman v. Kentucky Cent. Ins. Co., 870 S.W.2d 
530, 1993 Tenn. App. LEXIS 637 (Tenn. Ct. 
App. 1993). 

In a personal injury action arising from an 
automobile accident, plaintiff had the burden of 
establishing that the other motorist was unin- 
sured and no presumption of uninsured status 
arose by the mere fact that service was re- 
turned not found; further, where the record 
showed that plaintiff did not intend to rely 
upon uninsured motorist coverage, the trial 
court correctly held that plaintiffs suit was 
barred by the statute of limitations by virtue of 
his failure to comply with Tenn. R. Civ. P. 3. 
Ballard v. Ardehani, 901 S.W.2d 369, 1995 
Tenn. App. LEXIS 18 (Tenn. Ct. App. 1995). 

In the absence of a policy provision, a plain- 
tiff generally may not institute a direct action 
against an uninsured motorist carrier, and a 
plaintiff intending to rely upon uninsured mo- 
torist coverage must strictly comply with the 
statutory requirements relating to service of 
process. Griffin v. Shelter Mut. Ins. Co., 18 
S.W.3d 195, 2000 Tenn. LEXIS 219 (Tenn. 
2000). 

While T.C.A. § 56-7-1206(d) allows a plaintiff 
to proceed directly against an uninsured motor- 
ist carrier under certain circumstances, even if 
the uninsured motorist is never successfully 
served with process, a plaintiff is still required 
to make a duly diligent effort to serve process 
on the uninsured motorist, and when that dili- 
gent effort is lacking and an unreasonable 
amount of time passes, a plaintiff can not use 
the uninsured motorist statute to avoid the 
requirements of Tenn. R. Civ. P. 3. Thus, where 
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the insured failed to exercise due diligence to 
serve the tortfeasor, he could not use T.C.A. 
§ 56-7-1206(d) to avoid the one-year require- 
ment of Tenn. R. Civ. P. 3 when he later sued his 
uninsured motorist insurance carrier. Webb v. 
Werner, 163 S.W.3d 716, 2004 Tenn. App. 
LEXIS 703 (Tenn. Ct. App. 2004), appeal de- 
nied, — S.W.3d —, 2005 Tenn. LEXIS 240 
(Tenn. Mar. 7, 2005). 


3. Suit Against Insurer. 

The uninsured motorist statute does not au- 
thorize an insured to bring suit on the casualty 
policy directly against the insurer. Glover v. 
Tennessee Farmers Mut. Ins. Co., 225 Tenn. 
306, 468 S.W.2d 727, 1971 Tenn. LEXIS 303 
(1971), superseded by statute as stated in, 
Brewer v. Richardson, 893 S.W.2d 935, 1995 
Tenn. LEXIS 22 (Tenn. 1995). 

In suit to recover under uninsured motorist 
provision, court held this section should be 
interpreted to mean that service of process 
should not be part of record for consideration of 
jury and that defendant insurance company 
had right to file plea in abatement or other 
pleadings necessary to determine whether in- 
surance company actually had uninsured mo- 
torist coverage and that they were not estopped 
to deny coverage. Thearp v. Travelers Indem. 
Co., 504 S.W.2d 763, 1972 Tenn. App. LEXIS 
271 (Tenn. Ct. App. 1972). 

Where plaintiffs in a personal injury action 
were unable to obtain service of process upon 
the uninsured motorist defendant but served 
process against their own insurance carriers 
under this section, the court held that the 
insurers, although this section gives them the 
right to defend the suit, were under no obliga- 
tion to defend, that this section does not dis- 
pense with service of process on the uninsured 
motorist, and that direct suit could not be 
maintained against the insurers any more than 
it could by a tort claimant against any other 
liability insurer. McCall v. Maryland Casualty 
Co., 516 S.W.2d 353, 1974 Tenn. LEXIS 447 
(Tenn. 1974), superseded by statute as stated 
in, Harvey v. Birchfield, 535 S.W.2d 334, 1976 
Tenn. LEXIS 581 (Tenn. 1976), superseded by 
statute as stated in, Brewer v. Richardson, 893 
S.W.2d 935, 1995 Tenn. LEXIS 22 (Tenn. 1995). 

There is authority for direct suit against the 
insurer where the uninsured motorist is un- 
known and suit against the uninsured motorist 
when he is known and any change in this 
procedure should be initiated in Tennessee by 
statute or rule of civil procedure rather than by 
decision of the court. Story v. Southern Fire & 
Casualty Co., 532 S.W.2d 277, 1975 Tenn. App. 
LEXIS 195 (Tenn. Ct. App. 1975), superseded 
by statute as stated in, Lewis v. Memphis Fire 
Ins. Co., — S.W.2d —, 1987 Tenn. App. LEXIS 
2824 (Tenn. Ct. App. July 21, 1987), superseded 
by statute as stated in, Gray v. Nationwide 
Mut. Ins. Co., — S.W.2d —, 1989 Tenn. App. 
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LEXIS 113 (Tenn. Ct. App. Feb. 15, 1989), 
superseded by statute as stated in, Estate of 
Kirk v. Lowe, 70 S.W.3d 77, 2001 Tenn. App. 
LEXIS 739 (Tenn. Ct. App. 2001). 

While this statute does not make it manda- 
tory that the insurance carrier defend the un- 
insured motorist, it may do so in its discretion, 
but having failed to defend the carrier is bound 
by the judgment. Harvey v. Birchfield, 535 
S.W.2d 334, 1976 Tenn. LEXIS 581 (Tenn. 
1976). 

An insurance carrier who failed to file an 
answer in 30 days after service of summons in 
a tort action under the uninsured motorist 
section and as a result suffered a default judg- 
ment was bound by the judgment and was later 
estopped from asserting the defense of lack of 
insurance coverage where the uninsured mo- 
torist provision required that the carrier assert 
that defense in the tort action or be bound by a 
default judgment. Harvey v. Birchfield, 535 
S.W.2d 334, 1976 Tenn. LEXIS 581 (Tenn. 
1976). 

Defenses of an uninsured motorist insurer 
must be asserted in the tort action brought 
against the uninsured motorist, and if failure to 
do so results in a default judgment against the 
insurer, the insurer is bound by such judgment. 
Derryberry v. Pratt, 557 S.W.2d 923, 1977 Tenn. 
App. LEXIS 319 (Tenn. Ct. App. 1977). 

Where plaintiff was a motorcyclist injured by 
an uninsured motorist against whom he won a 
judgment for damages, and where plaintiff 
caused the insurer who had issued a policy 
covering plaintiffs automobile to be served 
with process under this section, the fact that 
the insurer asserted that the policy covering 
the auto did not extend uninsured motorist 
coverage to the motorcycle as grounds for a 
motion for summary judgment rather than as a 
defense at trial did not estop insurer from 
subsequently asserting this defense and the 
issue of coverage should have been adjudicated 
on its merits. State Farm Mut. Ins. Co. v. 
Parlier, 569 S.W.2d 406, 1978 Tenn. LEXIS 616 
(Tenn. 1978). 

In an action against an insurance agent 
based on his negligent failure to have a policy 
containing uninsured motorist coverage issued, 
if the plaintiff-passenger established that she 
would have been an insured under the policy 
contracted for, she could maintain the action as 
a third-party beneficiary to the contract to 
obtain the insurance. If she would have been an 
insured under the policy contracted for, she 
would not be merely incidentally benefited by 
the contract to obtain the coverage because the 
contract to procure the coverage was made for 
the direct and immediate benefit of any person 
within the designation of an “insured” under 
the policy contracted for. Waddell v. Davis, 571 
S.W.2d 844, 1978 Tenn. App. LEXIS 305 (Tenn. 
Ct. App. 1978). 
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In an action on behalf of an insured seeking 
to collect on the uninsured motorist provisions 
of his policy for personal injuries sustained in 
an accident involving an uninsured motorist, it 
is incumbent that suit be instituted against an 
uninsured motorist, with service thereafter 
upon the insured’s uninsured motorist carrier. 
A suit directly against the insurance company 
under these circumstances cannot be brought. 
Hooper v. State Farm Mut. Auto. Ins. Co., 682 
S.W.2d 505, 1984 Tenn. App. LEXIS 2953 
(Tenn. Ct. App. 1984). 

T.C.A. § 56-7-1206(d) permits an insured to 
proceed against the insurer once return of pro- 
cess issued to the alleged uninsured motorist is 
returned “not to be found in my county” but it 
does not relieve the insured of the burden of 
proving that the motorist involved in the colli- 
sion was uninsured nor does it create a pre- 
sumption in favor of the insured that the other 
motorist was uninsured. Gray v. Tennessee 
Farmers Mut. Ins. Co., 727 S.W.2d 958, 1986 
Tenn. App. LEXIS 3107 (Tenn. Ct. App. 1986). 

T.C.A. § 56-7-1206 preserves for the unin- 
sured motorist carrier the same right of ano- 
nymity as that enjoyed by a liability insurance 
carrier as it defends its insured. The uninsured 
motorist insurance company is allowed to file 
pleadings in the name of the uninsured motor- 
ist or in its own name. This option is destroyed 
if the plaintiff is permitted to name the insur- 
ance company in the caption of the complaint. 
Webster v. Harris, 727 S.W.2d 248, 1987 Tenn. 
App. LEXIS 2479 (Tenn. Ct. App. 1987). 

The entry of a default judgment against an 
uninsured motorist does not deprive the in- 
surer the privilege of timely defending the 
action in the name of the uninsured motorist. 
Webster v. Harris, 727 S.W.2d 248, 1987 Tenn. 
App. LEXIS 2479 (Tenn. Ct. App. 1987). 

T.C.A. § 56-7-1206 (d) allows an insured to 
bring a direct action against the uninsured 
motorist carrier when the process issued to the 
uninsured motorist defendant is returned un- 
served. Brewer v. Richardson, 893 S.W.2d 935, 
1995 Tenn. LEXIS 22 (Tenn. 1995). 

The plaintiff could not proceed directly 
against her uninsured motorist insurer because 
even though she managed to elicit a “Not to be 
found in my county” response on the return of 
process, she did not serve or attempt to serve, 
the responsible party at his last known ad- 
dress, or resort to a review of probate docu- 
ments relating to the estate of the deceased 
uninsured motorist, which would have revealed 
the address of his executor. Winters v. Estate of 
Jones, 932 S.W.2d 464, 1996 Tenn. App. LEXIS 
296 (Tenn. Ct. App. 1996). 

Despite an insured’s argument that he be- 
lieved the uninsured motorist (UM) coverage in 
a policy issued by an insurer was $2 million and 
the UM policy limit was left blank in a 2005 
renewal, a trial court properly reformed the 
policy to make the UM limits equal to the $1 
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million limits of previous policies because the 
parties intended to renew the UM endorsement 
on the same terms as the 1999 and 2002 poli- 
cies; the omission of the policy limit was a 
typographical error. Peters v. Burgess, 416 
S.W.3d 394, 2011 Tenn. App. LEXIS 574 (Tenn. 
Ct. App. Oct. 24, 2011), appeal denied, — 
S.W.3d —, 2012 Tenn. LEXIS 162 (Tenn. Mar. 6, 
2012). 

Insured’s service on his uninsured motorist 
carrier was not sufficient to properly commence 
the action because the procedure in T.C.A. 
§ 56-7-1206(d), allowing a plaintiff to sue an 
uninsured motorist carrier directly, was not 
triggered; in order to trigger the statute allow- 
ing a suit to be commenced directly against an 
uninsured motorist carrier, the summons had 
to be returned with some indication that the 
defendant was “not to be found,” but nothing 
indicated that service was either attempted or 
accomplished on anyone related to the alleged 
tortfeasor. Liput v. Grinder, 405 S.W.3d 664, 
2013 Tenn. App. LEXIS 136 (Tenn. Ct. App. 
Feb. 27, 2013), appeal denied, — S.W.3d —, 
2013 Tenn. LEXIS 615 (Tenn. July 11, 2013). 


4. Separate Action Against Insurer — 
When Permitted. 

A claimant usually must follow the statutory 
provisions and may not ordinarily file a sepa- 
rate action against his uninsured motorist car- 
rier after obtaining judgment against a motor- 
ist in an independent tort action, but where a 
claimant-plaintiff sues an apparently insured 
defendant who at same point proves to be 
uninsured for some reason unknown to the 
plaintiff then the plaintiff-claimant can bring 
the separate action to obtain uninsured motor- 
ist coverage. Bolin v. Tennessee Farmer’s Mut. 
Ins. Co., 614 S.W.2d 566, 1981 Tenn. LEXIS 422 
(Tenn. 1981). 

Where appellants were plaintiffs in a tort 
action in which a liability insurance carrier 
conducted the defense of the alleged tortfeasor, 
but not until after trial and final judgment did 
the plaintiffs learn that the defendant’s insur- 
ance carrier had defended the action under a 
reservation of rights and that it thereafter 
denied coverage to him, appellants were able to 
invoke their own uninsured motorist coverage, 
despite their failure to comply with this section, 
requiring service of process upon an insurance 
carrier as though it were a party defendant to 
the tort action, where the uninsured motorist 
carrier also had liability insurance coverage 
upon the other plaintiff in the action and had 
been notified of and had participated in the tort 
litigation because the defendants therein had 
made counter-claims against that plaintiff. Bo- 
lin v. Tennessee Farmer’s Mut. Ins. Co., 614 
S.W.2d 566, 1981 Tenn. LEXIS 422 (Tenn. 
1981). 

Although the insured did not follow the pro- 
cedure prescribed by T.C.A. § 56-7-1206, the 
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insurer was aware of the insured’s effort to 
settle the claim with the third party, but took 
no action to notify or warn her about the effects 
of such a settlement and allowed her to act so 
that she could no longer seek a recovery against 
the tortfeasor, such that a direct action against 
the insurer was proper. Gaston v. Tenn. Farm- 
ers Mut. Ins. Co., 120 S.W.3d 815, 2003 Tenn. 
LEXIS 1088 (Tenn. 2003), rehearing denied, — 
S.W.3d —, 2004 Tenn. LEXIS 19 (Tenn. Jan. 5, 
2004). 


5. Limitations on Litigation. 

Under T.C.A. §56-7-1206, coverage issues are 
to be litigated and determined in the original 
action, not in a subsequent independent action. 
Gatlin v. Tennessee Farmers Mut. Ins. Co., 741 
S.W.2d 324, 1987 Tenn. LEXIS 1013 (Tenn. 
1987). 

Where tort action arising out of automobile 
accident was filed, and uninsured motorist 
claim was also filed, return of jury verdict only 
on tort claim, and adjournment of court without 
hearing proof of the uninsured motorist claim, 
did not preclude subsequent litigation of unin- 
sured motorist claim in same court. Gatlin v. 
Tennessee Farmers Mut. Ins. Co., 741 S.W.2d 
324, 1987 Tenn. LEXIS 1013 (Tenn. 1987). 


6. Federal Courts. 

Because the Tennessee courts consider the 
uninsured motorist carrier legally a party de- 
fendant when served pursuant to T.C.A. § 56- 
7-1206, federal courts must consider the resi- 
dency of the carrier to determine whether 
federal subject matter diversity jurisdiction ex- 
ists. Hillis v. Garner, 685 F. Supp. 1038, 1988 
U.S. Dist. LEXIS 5254 (E.D. Tenn. 1988). . 

Uninsured motorist carrier was not a real 
party in interest for purposes of diversity of 
citizenship in action arising out of automobile 
accident. Collins v. Hamby, 803 F. Supp. 1302, 
1992 U.S. Dist. LEXIS 16149 (E.D. Tenn. 1992). 


7. Waiver of Jury Trial. 

The uninsured motorist carrier’s tactical de- 
cision not to participate in trial and not to 
monitor the case when the trial began created 
an implied waiver of jury trial where jury trial 
had been waived by all counsel present at the 
beginning of the trial. Beal v. Doe, 987 S.W.2d 
41, 1998 Tenn. App. LEXIS 700 (Tenn. Ct. App. 
1998). 


8. Unknown Motorist. 

Neither § 56-7-1206(b) nor § 56-7-1201(e) 
explicitly defines “unknown motorist”; however, 
the legislature probably intended that an “un- 
known motorist” be one whose identity is not 
discoverable after reasonable investigation. 
Lipscomb v. Doe, 32 S.W.3d 840, 2000 Tenn. 
LEXIS 663 (Tenn. 2000). 

The fact that the potential universe of drivers 
has been narrowed does not mean that the 
other driver is “known” within the meaning of 
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the uninsured motorist statutes. Lipscomb v. 
Doe, 32 S.W.3d 840, 2000 Tenn. LEXIS 663 
(Tenn. 2000). 

Where the plaintiff has no actual knowledge 
of the identity of the other driver, but the 
universe of suspected drivers has been nar- 
rowed through the plaintiffs reasonable inves- 
tigation, the prudent plaintiff should allege 
alternative theories of liability against “John 
Doe” and the suspected driver(s). Lipscomb v. 
Doe, 32 S.W.3d 840, 2000 Tenn. LEXIS 663 
(Tenn. 2000). 

A trial court should dismiss a “John Doe” 
complaint only when the identity of the other 
driver is no longer at issue. Lipscomb v. Doe, 32 
S.W.3d 840, 2000 Tenn. LEXIS 663 (Tenn. 
2000). 

Where the identity of the other driver was 
the subject of some dispute, notwithstanding 
the plaintiffs suspicions, and the insurer was 
not prejudiced in any material way by the 
plaintiffs failure to allege an alternative count 
of liability, it would have been unreasonably 
harsh to dismiss the plaintiffs “John Doe” 
complaint as it would unduly restrict the scope 
of the uninsured motorist statutes and would 
reach a result not contemplated by the General 
Assembly. Lipscomb v. Doe, 32 S.W.3d 840, 
2000 Tenn. LEXIS 663 (Tenn. 2000). 

Pursuant to T.C.A. § 56-7-1206(b), the con- 
cept of an uninsured motorist includes an un- 
known motor vehicle driver under certain cir- 
cumstances. Breeding v. Edwards, 62 S.W.3d 
170, 2001 Tenn. App. LEXIS 459 (Tenn. Ct. 
App. 2001). 

“Uninsured motorist” in T.C.A. § 56-7- 
1206(d) also includes a motorist that is under- 
insured. Seymour v. Sierra, 98 S.W.3d 164, 
2002 Tenn. App. LEXIS 502 (Tenn. Ct. App. 
2002), review or rehearing denied, — S.W.3d —, 
2002 Tenn. LEXIS 642 (Tenn. Dec. 9, 2002). 


9. Insolvent Insurer. 

Insurer was obligated for the entire judg- 
ment rendered in favor of the insureds, because 
the inability to collect from an insolvent insur- 
ance carrier constituted an original definition 
of uninsured motor vehicle under the unin- 
sured motor vehicle statutes, when the defini- 
tion of motor vehicle adopted in the 1982 statu- 
tory amendment, which was _ substantively 
identical to the current definition, combined 
the two categories of insolvency and underin- 
sured, making collectibility from the defendant 
the primary consideration. Clark v. Shoaf, 302 
S.W.3d 849, 2008 Tenn. App. LEXIS 798 (Tenn. 
Ct. App. Dec. 15, 2008), rehearing denied, — 
S.W.3d —, 2009 Tenn. App. LEXIS 902 (Tenn. 
Ct. App. Jan. 14, 2009). 


10. Arbitration Provision Did Not Apply 
to Out-of-state Policies. 
Order granting an insured’s motion to compel 
uninsured motorist (UM) insurers to arbitrate 
was improper because the policies in question 
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were issued and delivered in Texas and the UM 
statute, T.C.A. § 56-7-1201(a), explicitly stated 
that it applied to auto policies delivered, issued 
for delivery or renewed in Tennessee; further, 
T.C.A. § 56-7-1206, which contained the arbi- 
tration provision, applied to an insured intend- 
ing to rely on coverage required by statute. By 
restricting its provisions to Tennessee policies, 
substantive provisions dealing with arbitration 
did not apply to the policies at issue. Nelson v. 
Nelson, 409 S.W.3d 629, 2013 Tenn. App. 


Collateral References. 
Validity of territorial restrictions on unin- 


INSURANCE 


540 


LEXIS 124 (Tenn. Ct. App. Feb. 22, 2013), 
appeal denied, — S.W.3d —, 2013 Tenn. LEXIS 
658 (Tenn. Aug. 13, 2013). 


11. Credit. 

Plaintiff was not entitled to recover under 
her uninsured motorist policy because plain- 
tiffs insurer was entitled to a credit of $300,000 
for money plaintiff received from her settle- 
ment with receivership. McHone v. State Farm 
Mut. Auto. Ins. Co., 785 F.8d 1212, 2015 U.S. 
App. LEXIS 7617 (8th Cir. May 8, 2015). 


sured/underinsured coverage in automobile in- 
surance policies. 55 A.L.R.5th 747. 


PART 13 
CANCELLATION OF AUTO INSURANCE 


56-7-1301. Part definitions — Application of part. 


(a) As used in this part: 


(1) “Nonpayment of premium” means failure of the named insured to 


discharge when due any obligations in connection with the payment of 
premiums on a policy of automobile liability insurance or any installment of 
the premium, whether the premium is payable directly to the insurer or its 
agent or indirectly under any premium finance plan or extension of credit; 
and 

(2) “Private passenger automobile liability insurance policy” means a 
policy delivered or issued for delivery in this state, insuring a natural person 
as named insured, or one (1) or more related individuals resident of the same 
household, and under which the insured vehicles therein designated are of 
the following types only: 
(A) Amotor vehicle of the private passenger or station wagon type that 
is not used as a public or livery conveyance for passengers, nor rented to 
others; or 
(B) Any other four (4) wheel motor vehicle with a load capacity of one 
thousand five hundred pounds (1,500 Ibs.) or less that is not used in the 
occupation, profession or business of the insured, other than driving to and 
from the insured’s place of employment or used in the occupation of 
farming. 
(b) This part does not apply to: 

(1) Policies of automobile liability insurance issued under an automobile 
assigned risk plan; 

(2) Any policy insuring more than four (4) automobiles; 

(3) Any policy covering garage, automobile sales agency, repair shop, 
service station or public parking place operation hazards; or 

(4) Any policy of insurance issued principally to cover personal or prem- 
ises liability of an insured even though the insurance may also provide some 
incidental coverage for liability arising out of the ownership, maintenance or 
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use of a motor vehicle on the premises of the insured or on the ways 

immediately adjoining the premises. 

(c) This part applies only to that portion of an automobile liability policy 
insuring against bodily injury and property damage liability and to the 
provisions in the policy, if any, relating to medical payments and/or uninsured 
motorist coverage. 


History. Cross-References. 
Acts 1968, ch. 582, § 2; 1977, ch. 359, § 2; Financial responsibility of owners or opera- 
T.C.A., § 56-1155; Acts 1981, ch. 291, § 1. tors, § 55-12-101. 
NOTES TO DECISIONS 
1. Generally. to the expiration of the policy by lapse of the 


“Cancellation” as used in insurance law, policy period. Munford Union Bank v. American 
means termination of a policy prior to the Ambassador Cas. Co., 15 S.W.3d 448, 1999 


expiration of the policy period by act ofone or Tenn. App. LEXIS 573 (Tenn. Ct. App. 1999). 
all of the parties, whereas “termination” refers 


56-7-1302. Cancellation of automobile insurance policies — Grounds. 


(a) Every private passenger automobile liability insurance policy shall be 
subject to this part. 

(b) Unless the policy has been in effect less than sixty (60) days at the time 
notice of cancellation is mailed, and it is not a renewal policy, the company 
shall not exercise its right to cancel the insurance afforded in the policy unless 
the cancellation is based on one (1) or more of the following reasons: 

(1) Nonpayment of premium; 
(2)(A) The policy was obtained through a material misrepresentation; 

(B) The named insured failed to disclose fully the insured’s motor 
vehicle accidents and moving traffic violations for the preceding thirty-six 
(36) months if called for in the application; or 

(C) The named insured failed to disclose in the written application or in 
response to inquiry by the insured’s broker or by the insurer or its agent 
information necessary for the acceptance or proper rating of the risk; 
(3)(A) Any insured violated any of the terms or conditions of the policy; 

(B) Any insured made a false or fraudulent claim or knowingly aided or 
abetted another in the presentation of a false or fraudulent claim; or 

(C) If, after the effective date of the insurance, the policy is extended, 
with or without charge, to provide coverage for the operation of an 
automobile by a person or persons not listed on the original application, or 
a supplement to the application, the company shall be allowed sixty (60) 
days, after written request to the company for insurance on the driver or 
drivers, to accept or reject the additional risk and, if the additional risk is 
not acceptable to the company, the policy may be cancelled; provided, that 
notice shall be mailed within sixty (60) days from the date of the request; 
(4) The named insured or any other operator, either resident in the same 

household, or who customarily operates an automobile insured under the 
policy: 

(A) Has had a driver’s license or motor vehicle registration suspended 

or revoked within the thirty-six (36) months prior to notice of cancellation; 
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(B) Is or becomes subject to epilepsy or heart attacks, and cannot 
produce a certificate from a physician testifying to the person’s unqualified 
ability to operate a motor vehicle; or 

(C) Is or has been convicted of or forfeits bail, during the thirty-six (36) 
months immediately preceding the effective date of the policy or during 
the policy period, for: 

(i) Any felony; 
(ii) Criminal negligence resulting in death, homicide or assault, 
arising out of the operation of a motor vehicle; 
(iii) Operating a motor vehicle while in an intoxicated condition or 
while under the influence of drugs; 
(iv) Leaving the scene of an accident without stopping to report; 
(v) Theft of a motor vehicle; 
(vi) Making false statements in an application for a driver license; or 
(vii) A third violation, committed within a period of thirty-six (36) 
months, of: 
(a) Any ordinance, law or regulation limiting the speed of motor 
vehicles; or 
(b) Any of the motor vehicle laws of any state, the violation of which 
constitutes a misdemeanor, whether or not the violations were rep- 
etitions of the same offense or were different offenses; or 
(5) The insured automobile is: 

(A) Altered so as to increase the risk substantially; 

(B) Used as an authorized emergency vehicle; or 

(C) Subject to an inspection law and has not been inspected or, if 
inspected, has failed to qualify. 

(c) No automobile liability insurance policy may be cancelled solely because 
the driver was involved in a collision not adjudicated the driver’s fault. 


History. feur’s” licenses no longer exists, and all driver 
Acts 1968, ch. 582, § 1; T.C.A., § 56-1154; licenses are issued in one of the classes speci- 
Acts 1993, ch. 380, § 1. fied in § 55-50-102. See also § 55-50-305. 
Compiler’s Notes. Textbooks. 
As to licenses issued on or after July 1, 1989, Tennessee Jurisprudence, 15 Tenn. Juris., 


the distinction between “operator’s” and “chauf-. Insurance, § 135. 
NOTES TO DECISIONS 


1. In General. not competent evidence and the case was not 

Testimony of state senator as to legislative submitted as a violation of this law. Thomas v. 
intent in enacting this law was harmless error Allstate Ins. Co., 443 F.2d 1123, 1971 U.S. App. 
where court instructed jury that testimony was LEXIS 9576 (6th Cir. Tenn. 1971). 


56-7-1303. Notice of cancellation. 


(a)(1) No notice of cancellation of a policy shall be effective unless mailed or 
delivered by the insurer, its authorized agent or employee, to the named 
insured as shown in the policy declarations at the address shown in the 
declarations, stating when not less than twenty (20) days thereafter the 
cancellation shall be effective; provided, the policy may be cancelled by the 
company by mailing to the insured written notice stating when not less than 
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ten (10) days thereafter the cancellation shall be effective, if: 
(A) The cancellation is due to nonpayment of premium; or 
(B) The policy has been in effect less than sixty (60) days and is not a 
renewal policy. 

(2) The mailing of the notice shall be sufficient proof of notice. 

(3) The effective date and hour of cancellation stated in the notice shall 
become the end of the policy period, unless the insured surrenders the policy 
and requests cancellation prior to the date and hour specified in the 
cancellation notice. 

(4) Delivery of the written notice either by the insured or by the company 

shall be equivalent to mailing. 
(b)(1) If the reason or reasons for cancellation are not included in the notice 
of cancellation, then at the written request of the named insured, mailed or 
delivered to the insurer not later than fifteen (15) days subsequent to the 
effective date of cancellation, the insurer shall specify any and all reasons for 
the cancellation. This subdivision (b)(1) only applies to policies that have 
been in force sixty (60) days beyond the initial effective date. 

(2) Every renewal policy shall be presumed to be in effect for at least sixty 
(60) days. Any notice of cancellation shall advise the insured that the insured 
may request the reasons for cancellation by written request mailed or 
delivered to the insurer not later than fifteen (15) days subsequent to the 
effective date of cancellation. 

(c) There shall be no liability on the part of, and no cause of action of any 


nature shall arise against, any insurer, its authorized representative, its 
agents, its employees, or any firm, person or corporation furnishing to the 
insurer information as to the reason for cancellation, for any statement made 
by any of them in any written notice of cancellation, for the providing of 
information pertaining to the cancellation, or for statements made or evidence 
submitted at any hearings conducted in connection with the cancellation. 


History. 
Acts 1968, ch. 582, § 3; 1979, ch. 357, §§ 1, 2; 
T.C.A., § 56-1156. 


NOTES TO DECISIONS 


Analysis 


1. Applicability. 
2. Nonpayment of Premiums. 


1. Applicability. 

Statutes prescribing methods of cancelling 
insurance policies are not applicable where the 
insured fails to pay the renewal premium by 
the due date on the basis the policy has lapsed 
and expired by its own terms. Gibson v. Tennes- 
see Farmers Mut. Ins. Co., 719 S.W.2d 299, 


Collateral References. 
Construction, application, and effect of clause 
that liability insurance policy may be cancelled 


1986 Tenn. App. LEXIS 3217 (Tenn. Ct. App. 
1986). 


2. Nonpayment of Premiums. 

An insurance company may effectively cancel 
a policy for nonpayment of premiums by adher- 
ing strictly to the procedures spelled out in the 
policy even if the insured does not receive the 
notice of cancellation. Black v. Aetna Ins. Co., 
909 S.W.2d 1, 1995 Tenn. App. LEXIS 434 
(Tenn. Ct. App. 1995). 


by insured by mailing to insurer written notice 
stating when thereafter such cancellation shall 
be effective. 11 A.L.R.4th 456. 
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56-7-1304. Notice of intention not to renew. 


(a) Nothing in this part applies to nonrenewal, except that in the event the 
company does not intend to renew the contract, it shall mail or deliver to the 
named insured, at the address shown in the policy, not less than thirty (30) 
days’ notice of its intention not to renew. Proof of mailing of notice shall be 
sufficient proof of notice. 

(b) Unless the nonrenewal notice contains a reason for the nonrenewal 
action, the notice shall advise the insured that upon written request of the 
named insured, mailed or delivered to the insurer not later than fifteen (15) 
days after the effective date of the nonrenewal, the insurer will within twenty 
(20) days mail to the named insured a written statement specifying a reason 
for the nonrenewal action. There shall be no liability on the part of and no 
cause of action of any nature shall arise against any insurer, its authorized 
representative, its agents, its employees, or against any firm, person or 
corporation furnishing information to the insurer, as to reason for nonrenewal. 


History. Section to Section References. 
Acts 1968, ch. 582, § 4; T.C.A., § 56-1157; This section is referred to in § 56-7-1901. 
Acts 1988, ch. 603, § 1; 1989, ch. 110, § 1. 


56-7-1305. Notice of eligibility for assigned risk plan. 


When a policy of automobile liability insurance is cancelled, other than for 
nonpayment of premium, or in the event of failure to renew a policy of 
automobile liability insurance, the insurer shall notify the named insured of 
the insured’s possible eligibility for automobile liability insurance through the 
automobile liability assigned risk plan. The notice shall accompany or be 
included in the notice of cancellation or the notice of intent not to renew. 


History. 
Acts 1968, ch. 582, § 5; T.C.A., § 56-1158. 


Law Reviews. 
Tennessee Civil Disabilities: A Systemic Ap- 
proach (Neil P. Cohen), 41 Tenn. L. Rev. 253. 


PART 14 
MEDICARE SUPPLEMENT INSURANCE 


56-7-1401. Short title. 


This part shall be known and may be cited as the “Medicare Supplemental 
Insurance Protection Act of 1988.” 


History. structure of the part, effective upon the 2016 
Acts 1988, ch. 989, § 3; T.C.A. § 56-7-1425. replacement of this volume. See the following 


Coe Commission! Notes! cThis weston was parallel reference table for the old and new 
renumbered from § 56-7-1425 to § 56-7-1401 locations. 


7 Pi re a Old Sections New Sections 
by authority of the Code Commission in 2016. 56-7-1401 — 56-7-1424 Deleted 
Compiler’s Notes. 56-7-1425 56-7-1401 

The Code Commission transferred numerous 56-7-1426 56-7-1402 


sections in this part to change the internal 56-7-1427 56-7-1403 
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Old Sections New Sections Old Sections New Sections 
56-7-1428 56-7-1404 56-7-1431 56-7-1407 
56-7-1429 56-7-1405 56-7-1432 — 56-7-1450 Deleted 
56-7-1430 56-7-1406 


56-7-1402. Purpose. 


The purpose of this part is to: 
(1) Promote the public interest; 
(2) Protect potential buyers of medicare supplement insurance; and 
(3) Protect the elderly from unscrupulous agents and companies. 


History. Cross-References. 
Acts 1988, ch. 989, § 1; T.C.A. § 56-7-1426. “Medicare Supplemental Insurance Protec- 


Code Commission Notes. This section was tion Act of 1988" defined, § 56-7-1401. 


renumbered from § 56-7-1426 to § 56-7-1402 
by authority of the Code Commission in 2016. 


§6-7-1403. Applicability. 


(a) The requirements of this part apply to policies delivered or issued for 
delivery in the state on or after January 1, 1989. 

(b) This part is not intended to supersede the obligations of entities subject 
to this part, to comply with the substance of other applicable insurance laws, 
insofar as they do not conflict with this part. 


History. Cross-References. 
Acts 1988, ch. 989, § 2; T.C.A. § 56-7-1427. “Medicare Supplemental Insurance Protec- 


Code Commission Notes. This section was cy igata man patie | cual aha: 


renumbered from § 56-7-1427 to § 56-7-1403 
by authority of the Code Commission in 2016. 


56-7-1404. Unfair or deceptive acts in replacement transactions. 


With respect to any policy of medicare supplement insurance in a replace- 
ment transaction, as the term has been defined by the commissioner, the 
following are unfair or deceptive acts and shall be sanctioned as provided in 
chapter 8 of this title: 

(1) In the case of any insurer, failing to provide an unconditional refund 
offer of at least thirty (30) days from the date of delivery of the policy; 

(2) In the case of any insurer, failing to send any notice required by 
statute or rule to an existing insurer; or 

(3) In the case of replacement of a medicare supplement insurance policy, 
failing to give notice to an applicant for medicare supplement insurance of 
the adverse consequences that may result from surrendering an existing 
insurance policy prior to the determination of insurability by the replacing 
insurer. The notice shall be in the form prescribed by the commissioner, and 

receipt of the notice shall be acknowledged by signature of the applicant. A 

copy of the signed notice shall be provided to the existing insurer in 

accordance with rules adopted by the commissioner. 
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History. renumbered from § 56-7-1428 to § 56-7-1404 
Acts 1988, ch. 989, § 10; T.C.A. § 56-7-1428. by authority of the Code Commission in 2016. 


Code Commission Notes. This section was 


56-7-1405. Sale, offer for sale, or administration — Unfair or deceptive 
acts. 


(a)(1) An insurance company or agent that commits an unfair or deceptive 
act in the sale or offering for sale or administration of medicare supplement 
insurance shall be subject to the Consumer Protection Act, compiled in title 
47, chapter 18, part 1, except for §§ 47-18-106 — 47-18-1008, the second 
sentence of § 47-18-115, and the following language from § 47-18-113(a): 
provided, that this part shall not alter, amend, or repeal the provisions 
of the Uniform Commercial Code relative to express or implied warranties 
or the exclusion or modification of such warranties. 

(2) However, nothing in this part shall require or authorize the consumer 
affairs division to duplicate the services being provided or the regulatory 
authority being exercised by the insurance division of the department. 

(b) In the sale, offering for sale or administration of medicare supplement 
insurance, unfair or deceptive acts include, but are not limited to: 

(1) In the case of the insurance agent: 

(A) Misrepresenting the terms of the policy; 

(B) Inaccurately filling out an insurance application when the agent 
knows or has reason to know it is inaccurate; 

(C) Failing to comply with all requirements of this part; 

(D) Knowingly selling duplicative policies to a policyholder without an 
increase in benefits, which includes a requirement that the policies pay to 
the full extent of benefits notwithstanding the existence of other coverage; 

(E) Knowingly selling a medicare supplement insurance policy to some- 
one who receives medicaid, unless the applicant represents in writing to 
the agent that the applicant has a reasonable expectation of losing 
medicaid coverage due to an increase in income or resources or a change 
in living situation. The insurance agent or company must promptly notify 
the department and give the name and address of those individuals who 
have purchased a policy in conjunction with medicaid; 

(F) Selling a medicare supplement insurance policy to someone who 
already has a medicare supplement insurance policy, unless the new policy 
covers preexisting conditions to the extent of the existing policy immedi- 
ately or within the time limits of the existing policy; and 

(G) Selling a medicare supplement insurance policy to someone who 
already has a medicare supplement insurance policy, unless the policy 
provides for an increase in benefits or a decrease in premiums or is to 
replace a policy where the applicant is not satisfied with the service 
received; and 
(2) In the case of a company: 

(A) Failing to ask in the application whether the applicant receives 
medicaid. In the case of direct response insurers, the question may be 
asked in a supplement to the application; 

(B) Failing to ask in the application whether the applicant has a 
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medicare supplement insurance policy. In the case of direct response 
insurers, the question may be asked in a supplement to the application; 

(C) Encouraging agents to: 

(i) Sell duplicative or replacement policies that are in violation of this 
part or rules promulgated under this part; 

(ii) Commit unfair or deceptive acts; or 

(iii) Both; 

(D) Using advertising or outlines of coverage, or both, that have not 
been filed with the department in accordance with its rules and regula- 
tions or that have been disapproved by the department in accordance with 
the rules; and 

(E) Failing to comply with all requirements of this part. 


History. Section to Section References. 
Acts 1988, ch. 989, § 11; T.C.A. § 56-7-1429. This section is referred to in § 56-7-1406. 


Code Commission Notes. This section was 
renumbered from § 56-7-1429 to § 56-7-1405 
by authority of the Code Commission in 2016. 


56-7-1406. Group insurance not included. 


The requirements in the amendments and enactments in this part in 
§ 56-7-1405(b)(1)(D)-(G) and (b)(2)(A) and (B) are not applicable to the 
issuance and delivery of group medicare supplement insurance. 


History. Compiler’s Notes. 
Acts 1988, ch. 989, § 12; T.C.A. § 56-7-1430. Section 56-25-1429 referenced in this section 
was renumbered as 56-25-1405 by the author- 


Code Commission Notes. This section was fi-vlth ibe. code torimisaion in 2016 


renumbered from § 56-7-1430 to § 56-7-1406 
by authority of the Code Commission in 2016. 


56-7-1407. Advertising. 


(a) Every insurer, health care service plan, or other entity providing 
medicare supplement insurance or benefits in this state shall provide a copy of 
any medicare supplement advertisement intended for use in this state whether 
through written, radio or television medium to the commissioner for review or 
approval by the commissioner pursuant to rules promulgated pursuant to the 
Uniform Administrative Procedures Act, compiled in title 4, chapter 5. 

(b) The rules shall set forth standards for the format and content of 
medicare supplement insurance advertising, which advertising shall be suffi- 
ciently complete, clear, and unambiguous to avoid deception or the capacity or 
tendency to mislead or deceive. In setting standards, the commissioner shall 
consider the overall impression that the advertisement may be reasonably 
expected to create upon a person of average education or intelligence within 
the segment of the public to which it is directed. 


History. renumbered from § 56-7-1431 to § 56-7-1407 
Acts 1989, ch. 87, § 2; T.C.A. § 56-7-1431. by authority of the Code Commission in 2016. 


Code Commission Notes. This section was 
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PART 15 
MEDICARE SUPPLEMENT POLICIES 


56-7-1501. Definitions. 


As used in this part, unless the context otherwise requires: 


(1) “Applicant” means: 


(A) In the case of an individual medicare supplement policy, the person 
who seeks to contract for insurance benefits; and 
(B) In the case of a group medicare supplement policy, the proposed 


certificate holder; 


(2) “Certificate” means, any certificate delivered or issued for delivery in 
this state under a group medicare supplement policy; 
(3) “Certificate form” means the form on which the certificate is delivered 


or issued for delivery by the issuer; 


(4) “Issuer” includes insurance companies, fraternal benefit societies, 
health care service plans, health maintenance organizations, and any other 
entity delivering or issuing for delivery in this state medicare supplement 


policies or certificates; 


(6) “Medicare” means the Health Insurance for the Aged Act, Title XVIII 
of the Social Security Amendments of 1965; 
(7) “Medicare supplement policy” means a group or individual policy of 


accident and sickness insurance or a subscriber contract of hospital and 
medical service associations or health maintenance organizations other than 
a policy issued pursuant to a contract under § 1876 [repealed] of the Social 
Security Act (42 U.S.C. § 1395 et seq.), or an issued policy under a 
demonstration project specified in 42 U.S.C. § 1395ss(g)(1) that is adver- 
tised, marketed or designed primarily as a supplement to reimbursements 
under medicare for the hospital, medical or surgical expenses of persons 
eligible for medicare; and 

(8) “Policy form” means the form on which the policy is delivered or issued 
for delivery by the issuer. 


History. 
Acts 1992, ch. 735, § 1; 1996, ch. 750, §§ 16, 
17; T.C.A. § 56-7-1451. 


Code Commission Notes. This section was 
renumbered from § 56-7-1451 to § 56-7-1501 
by authority of the Code Commission in 2016. 


Compiler’s Notes. 

The Health Insurance for the Aged Act, re- 
ferred to in this section, is compiled at 26 
U.S.C. §§ 72, 79, 218, 401, 405, 1401, 3101, 
3111, 3201, 3211, 3221, 6051; 42 U.S.C. §§ 303, 
401, 402, 418, 426, 603, 907, 1208, 1301, 1306, 
1315, 1353, 1383, 1395 — 1396d; and 45 U.S.C. 
§§ 228e, 228s-2. 

The Code Commission transferred numerous 
sections in this title to this part, effective upon 
the 2016 replacement of this volume. See the 


following parallel reference table for the old 
and new locations. 


Old Sections New Sections 


56-7-1451 56-7-1501 
56-7-1452 56-7-1502 
56-7-1453 56-7-1503 
56-7-1454 56-7-1504 
56-7-1455 56-7-1505 
56-7-1456 56-7-1506 
56-7-1457 56-7-1507 
56-7-1458 56-7-1508 
56-7-1459 56-7-1509 


Cross-References. 


Comprehensive health insurance pool for un- 


insurable and underinsured, title 56, ch. 7, part 
23. 
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56-7-1502. Applicability. 


(a) Except as otherwise specifically provided, this part applies to: 

(1) All medicare supplement policies delivered or issued for delivery in 
this state on or after July 1, 1992; and 

(2) All certificates issued under group medicare supplement policies, 
which certificates have been delivered or issued for delivery in this state. 

(b) This part does not apply to a policy of one (1) or more employers or labor 
organizations, or of the trustees of a fund established by one (1) or more 
employers or labor organizations, or combination of employers and labor 
organizations, for employees or former employees, or a combination of employ- 
ees and former employees, or for members or former members, or a combina- 
tion of members and former members, of the labor organizations. 

(c) Except as otherwise specifically provided in § 56-7-1505(d), this part is 
not intended to prohibit or apply to insurance policies or health care benefit 
plans, including group conversion policies, provided to medicare eligible 
persons, which policies are not marketed or held to be medicare supplement 
policies or benefit plans. 


History. Compiler’s Notes. 
Acts 1992, ch. 735, § 2; 1996, ch. 750, §§ 18, Section 56-7-56-7-1455 referenced in (c) sec- 
19; T.C.A. § 56-7-1452. tion was renumbered as. 56-7-1505 by the au- 


Code Commission Notes. This section was PROT Op tne cobs Comumsnier an 2016) 


renumbered from § 56-7-1452 to § 56-7-1502 
by authority of the Code Commission in 2016. 


56-7-1503. Contents of policies and certificates — Duplicate benefits — 
Preexisting conditions — Rules and regulations. 


(a) No medicare supplement policy or certificate in force in this state shall 
contain benefits that duplicate benefits provided by medicare. 

(b) Notwithstanding any other law to the contrary, a medicare supplement 
policy or certificate shall not exclude or limit benefits for losses incurred more 
than six (6) months from the effective date of coverage because it involved a 
preexisting condition. The policy or certificate shall not define a preexisting 
condition more restrictively than a condition for which medical advice was 
given or treatment was recommended by or received from a physician within 
six (6) months before the effective date of coverage. 

(c) The commissioner shall promulgate reasonable rules and regulations to 
establish specific standards for policy provisions of medicare supplement 
policies and certificates. The standards shall be in addition to and in accor- 
dance with applicable laws of this state, including chapter 26 of this title. No 
requirement of this title relating to minimum required policy benefits, other 
than the minimum standards contained in this part, shall apply to medicare 
supplement policies and certificates. The standards may cover, but are not 
limited to: 

(1) Terms of renewability; 

(2) Initial and subsequent conditions of eligibility; 
(3) Nonduplication of coverage; 

(4) Probationary periods; 

(5) Benefits limitations, exceptions and reductions; 
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(6) Elimination periods; 

(7) Requirements for replacement; 
(8) Recurrent conditions; and 

(9) Definitions of terms. 

(d) The commissioner shall promulgate reasonable rules and regulations to 
establish minimum standards for benefits, claims payment, marketing prac- 
tices and compensation arrangements and reporting practices for medicare 
supplement policies and certificates. 

(e) The commissioner may promulgate, from time to time, reasonable rules 
and regulations necessary to conform medicare supplement policies and 
certificates to the requirements of federal law and regulations promulgated 
under federal law, including, but not limited to: 

(1) Requiring refunds or credits if the policies or certificates do not meet 
loss ratio requirements; 

(2) Establishing a uniform methodology for calculating and reporting loss 
ratios; 

(3) Assuring public access to policies, premiums and loss ratio informa- 
tion of issuers of medicare supplement insurance; 

(4) Establishing a process for approving or disapproving policy forms and 
certificate forms and proposed premium increases; 

(5) Establishing a policy for holding public hearings prior to approval of 
premium increases; and 

(6) Establishing standards for medicare select policies and certificates. 

(f) The commissioner shall promulgate reasonable rules and regulations 
that specify prohibited policy provisions not otherwise specifically authorized 
by statute that, in the opinion of the commissioner, are unjust, unfair or 
unfairly discriminatory to any person insured or proposed to be insured under 
a medicare supplement policy or certificate. 

(g)(1)(A) Insurers offering medicare supplement policies and certificates in 
this state to persons sixty-five (65) years of age or older shall also offer 
medicare supplement policies to persons in this state who are under 
sixty-five (65) years of age and eligible for and enrolled in medicare by 
reason of disability or end stage renal disease. Except as otherwise 
provided in this section, all benefits, protections, policies, and procedures 
that apply to persons sixty-five (65) years of age or older shall also apply 
to persons that are eligible for and enrolled in medicare by reason of 
disability or end stage renal disease. 

(B) Individuals who are under sixty-five (65) years of age and eligible 
for medicare by reason of disability or end stage renal disease may enroll 
in a medicare supplement policy at any time authorized or required by the 
federal government, or within six (6) months after: 

(i) Enrolling in medicare part B, or by January 1, 2011, whichever is 
later; 

(ii) The date of the notice that such person has been retroactively 
enrolled in medicare part B due to a retroactive eligibility decision made 
by the social security administration; 

(iii) No longer having access to alternative forms of health insurance 
coverage such as accident and sickness policies, employer-sponsored 
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group health coverage or medicare advantage plans due to termination 

or cancellation of such coverage because of the individual’s employment 

status, or an action by a health insurer or employer that is unrelated to 
the individual’s status, conduct or failure to pay premiums; or 
(iv) Being involuntarily disenrolled from Title XIX (medicaid) or Title 

XXI (state children’s health insurance program) of the Social Security 

Act (42 U.S.C. § 1896 et seq. and 42 U.S.C. § 1397aa et seq., respec- 

tively). 

(C) Premium rates for medicare supplement policies and certificates 
issued pursuant to this subsection (g) may differ between persons who 
qualify for medicare who are sixty-five (65) years of age or older and those 
who qualify for medicare by reason of disability or end stage renal disease 
and who are younger than sixty-five (65) years of age; provided, however, 
that such differences in premium rates are pursuant to rate schedules that 
are based on sound actuarial principles and are reasonable in relation to 
the benefits provided. 

(2) Upon the expiration of five (5) years from May 27, 2010, the depart- 
ment of commerce and insurance shall conduct a study for the purpose of 
determining the appropriateness of separate premium rating for populations 
under sixty-five (65) years of age and such study, at a minimum, shall 
evaluate whether continued separate premium rating is justified in compari- 
son to any negative rating impact or increased cost in premium that would 
occur to the medicare supplement insurance population taken as a whole if 
such separate premium rating were not allowed. The cost of any such study 
shall be borne by the department within the existing resources of the 
department at the time of the study. 


History. Code Commission Notes. This section was 
Acts 1992, ch. 735, § 3; 2010, ch. 978, §§ 1,2; renumbered from § 56-7-1453 to § 56-7-1503 
T.C.A. § 56-7-1453. by authority of the Code Commission in 2016. 


56-7-1504. Benefits — Minimum standards. 


Medicare supplement policies shall return to policyholders benefits that are 
reasonable in relation to the premium charged. The commissioner shall 
promulgate reasonable rules and regulations to establish minimum standards 
for loss ratios of medicare supplement policies on the basis of incurred claims 
experience, or incurred health care expenses where coverage is provided by a 
health maintenance organization on a service rather than reimbursement 
basis, and earned premiums in accordance with accepted actuarial principles 
and practices. Every entity providing medicare supplement policies and 
certificates in this state shall file annually its rates, rating schedule, and 
supporting documentation demonstrating that it is in compliance with the 
applicable loss ratio standards of this state. All filings of rates and rating 
schedules shall demonstrate that the actual and expected losses in relation to 
premiums comply with the requirements of this part. 


History. Code Commission Notes. This section was 
Acts 1992, ch. 735, § 4; T.C.A. § 56-7-1454. renumbered from § 56-7-1454 to § 56-7-1504 
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by authority of the Code Commission in 2016. 


56-7-1505. Disclosure — Outline of coverage — Consumer information. 


(a) In order to provide for full and fair disclosure in the sale of medicare 
supplement policies, no medicare supplement policy or certificate shall be 
delivered in this state unless an outline of coverage is delivered to the 
applicant upon request, but no later than when the agent first discusses the 
policy’s provisions or limits of coverage with the applicant. In the case of direct 
response solicitation, the insurer shall include the outline of coverage when an 
application is distributed to the potential buyer. 

(b) The commissioner shall by rule or regulation prescribe the format and 
content of the outline of coverage required by subsection (a). For purposes of 
this section, “format” means style, arrangements and overall appearance, 
including such items as the size, color and prominence of type and arrange- 
ment of text and captions. The outline of coverage shall include: 

(1) A description of the principal benefits and coverage provided in the 
policy; 

(2) A statement of the renewal provisions, including any reservation by 
the issuer of a right to change premiums, and disclosure of the existence of 
any automatic renewal premium increases based on the policyholder’s age; 
and 

(3) A statement that the outline of coverage is a summary of the policy 
issued or applied for and that the policy should be consulted to determine 
governing contractual provisions. 

(c) The commissioner shall prescribe by rule or regulation a standard form 
and the contents of an informational brochure for persons eligible for medicare, 
which is intended to improve the buyer’s ability to select the most appropriate 
coverage and improve the buyer’s understanding of medicare. Except in the 
case of direct response insurance policies, the commissioner may require by 
regulation that the informational brochure be provided to any prospective 
insureds eligible for medicare concurrently with delivery of the outline of 
coverage. With respect to direct response insurance policies, the commissioner 
may require by regulation that the prescribed brochure be provided upon 
request to any prospective insureds eligible for medicare but in no event later 
than the time of policy delivery. 

(d) The commissioner shall promulgate rules and regulations for captions or 
notice requirements, determined to be in the public interest and designed to 
inform prospective insureds that particular insurance coverages are not 
medicare supplement coverages, for all accident and sickness insurance 
policies sold to persons eligible for medicare other than: 

(1) Medicare supplement policies; or 

(2) Disability income policies. 

(e) The commissioner shall promulgate reasonable rules and regulations to 
govern the full and fair disclosure of the information in connection with the 
replacement of accident and sickness policies, subscriber contracts or certifi- 
cates by persons eligible for medicare. 
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History. renumbered from § 56-7-1455 to § 56-7-1505 
Acts 1992, ch. 735, § 5; 1996, ch. 750, § 20; by authority of the Code Commission in 2016. 


T.C.A. § 56-7-1455. A ; 
Section to Section References. 


Code Commission Notes. This section was This section is referred to in § 56-7-1502. 


56-7-1506. Notice — Right to return — Refunds. 


Medicare supplement policies and certificates shall have a notice promi- 
nently printed on the first page of the policy or certificate, or attached to the 
policy or certificate, stating in substance that the applicant has the right to 
return the policy or certificate within thirty (30) days of its delivery and to have 
the premium refunded if, after examination of the policy or certificate, the 
applicant is not satisfied for any reason. The insurer shall mail the refund 
directly to the applicant in a timely manner and shall not require the applicant 
to meet with the agent to receive the refund. 


History. renumbered from § 56-7-1456 to § 56-7-1506 
Acts 1992, ch. 735, § 6; T.C.A. § 56-7-1456. by authority of the Code Commission in 2016. 


Code Commission Notes. This section was 


56-7-1507. Review of advertisements. 


Every issuer of medicare supplement insurance policies or certificates in this 
state shall provide a copy of any medicare supplement advertisement intended 
for use in this state whether through written, radio or television medium to the 
commissioner for review or approval by the commissioner. The commissioner 
shall promulgate reasonable rules and regulations to implement this section. 


History. renumbered from § 56-7-1457 to § 56-7-1507 
Acts 1992, ch. 735, § 7; T.C.A. § 56-7-1457. — by authority of the Code Commission in 2016. 


Code Commission Notes. This section was 


56-7-1508. Regulations subject to Administrative Procedures Act. 


Regulations adopted pursuant to this part are subject to the Uniform 
Administrative Procedures Act, compiled in title 4, chapter 5. 


History. renumbered from § 56-7-1458 to § 56-7-1508 
Acts 1992, ch. 735, § 8; T.C.A. § 56-7-1458. by authority of the Code Commission in 2016. 


Code Commission Notes. This section was 


56-7-1509. Violations of part — Powers to compel compliance. 


In addition to any other applicable penalties for violations set out in this 
title, the commissioner may require issuers violating this part or rules or 
regulations promulgated pursuant to this part to cease marketing any medi- 
care supplement policy or certificate in this state that is related directly or 
indirectly to a violation, or may require the issuer to take actions necessary to 
comply with this part or both. 
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History. renumbered from § 56-7-1459 to § 56-7-1509 
Acts 1992, ch. 735, § 9; T.C.A. § 56-7-1459. by authority of the Code Commission in 2016. 


Code Commission Notes. This section was 


PART 16 


EASY TO READ LIFE AND HEALTH INSURANCE 
POLICY ACT 


56-7-1601. Short title. 


This part shall be known and may be cited as the “Easy to Read Life and 
Health Insurance Policy Act.” 


History. Section to Section References. 
Acts 1981, ch. 415, § 2. This part is referred to in § 56-7-101. 


56-7-1602. Purpose of part. 


(a) The purpose of this part is to establish minimum standards for language 
used in policies, contracts and certificates of life insurance, health insurance, 
credit life insurance and credit health insurance delivered or issued for 
delivery in this state to facilitate ease of reading by persons insured under the 
policies. 

(b)(1) This part is not intended to increase the risk assumed by insurance 

companies or other entities subject to this part or to supersede their 

obligation to comply with the substance of other insurance legislation 
applicable to life, health, credit life or credit health insurance policies. 

(2) This part is not intended to impede flexibility and innovation in the 
development of policy forms or content or to lead to the standardization of 
policy forms or content. 


History. 
Acts 1981, ch. 415, § 3. 


56-7-1603. Part definitions. 


As used in this part, unless the context otherwise requires: 

(1) “Company” or “insurer” means any life or health insurance company, 
fraternal benefit society, nonprofit health service corporation, nonprofit 
hospital service corporation, nonprofit medical service corporation, prepaid 
health plan, dental care plan, vision care plan, pharmaceutical plan, health 
maintenance organization, and all similar type organizations; and 

(2) “Policy” or “policy form” means: 

(A) Any policy, contract, plan or agreement of life or health insurance, 
including credit life insurance and credit health insurance, delivered or 
issued for delivery in this state by any company subject to this part; 

(B) Any certificate, contract or policy issued by a fraternal benefit 
society; and 

(C) Any certificate issued pursuant to a group insurance policy deliv- 
ered or issued for delivery in this state. 


DDD POLICIES AND POLICYHOLDERS 56-7-1605 


History. 
Acts 1981, ch. 415, § 4. 


56-7-1604. Applicability — Exceptions. 


(a) This part applies to all policies delivered or issued for delivery in this 
state by any company on or after the date the forms are subject to this part, but 
nothing in this part applies to: 

(1) Any policy that is a security subject to federal jurisdiction; 

(2) Any group policy covering a group of one thousand (1,000) or more 
lives at date of issue, other than a group credit life insurance policy or a 
group credit health insurance policy; provided, that this subsection (a) shall 
not exempt any certificate issued pursuant to a group policy delivered or 
issued for delivery in this state; 

(3) Any group annuity contract that serves as a funding vehicle for 
pension, profit-sharing, or deferred compensation plans; 

(4) Any form used in connection with, as a conversion from, as an addition 
to, or in exchange pursuant to a contractual provision for, a policy delivered 
or issued for delivery on a form approved or permitted to be issued prior to 
the dates the forms must be approved under this part; or 

(5) The renewal of a policy delivered or issued for delivery prior to the 
dates the forms must be approved under this part. 

(b) No other statute of this state setting language simplification standards 
shall apply to any policy forms. 

(c) Any non-English language policy delivered or issued for delivery in this 
state shall be deemed to be in compliance with § 56-7-1605(a)(1) if the insurer 
certifies that the policy is translated from an English language policy that does 
comply with § 56-7-1605(a)(1). 


History. tion. Acts 1985, ch. 107 is compiled primarily in 
Acts 1981, ch. 415, § 5. §§ 56-7-903 — 56-7-913. 
Compiler’s Notes. Section to Section References. 


Acts 1985, ch. 107, § 6 provided that nothing This section is referred to in § 56-7-1605. 
in that act shall repeal or supersede this sec- 


56-7-1605. Reading ease test score — Procedure — Certificate. 


(a) In addition to any other requirements of law, no policy forms, except as 
stated in § 56-7-1604, shall be delivered or issued for delivery in this state on 
or after the dates the forms are subject to this part, unless: 

(1) The text achieves a minimum score of forty (40) on the Flesch reading 
ease test or an equivalent score on any other comparable test as provided in 
subsection (d); 

(2) It is printed, except for specification pages, schedules and tables, in 
not less than ten-point type, one (1) point leaded; 

(3) The style, arrangement and overall appearance of the policy give no 
undue prominence to any portion of the text of the policy or to any 
endorsements or riders; and 

(4) It contains a table of contents or an index of the niente sections of 
the policy, if the policy has more than three thousand (3,000) words printed 
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on three (3) or fewer pages of text, or if the policy has more than three (3) 

pages regardless of the number of words. 

(b) For the purposes of this section, a Flesch reading ease test score shall be 
measured by the following method: 

(1) For policy forms containing ten thousand (10,000) words or less of text, 
the entire form shall be analyzed. For policy forms containing more than ten 
thousand (10,000) words, the readability of two hundred (200) word samples 
per page may be analyzed instead of the entire form. The samples shall be 
separated by at least twenty (20) printed lines; 

(2) The number of words and sentences in the text shall be counted and 
the total number of words divided by the total number of sentences. The 
figure obtained shall be multiplied by a factor of 1.015; 

(3) The total number of syllables shall be counted and divided by the total 
number of words. The figure obtained shall be multiplied by a factor of 84.6; 

(4) The sum of the figures computed under subdivisions (b)(2) and (3) 
subtracted from 206.835 equals the Flesch reading ease score for the policy 
form; 

(5) For purposes of subdivisions (b)(2)-(4), the following procedures shall 
be used: 

(A) A contraction, hyphenated word, or numbers and letters, when 
separated by spaces, shall be counted as one (1) word; 

(B) A unit of words ending with a period, semicolon, or colon, but 
excluding heading and captions, shall be counted as a sentence; and 

(C) “Syllable” means a unit of spoken language consisting of one (1) or 
more letters of a word as divided by an accepted dictionary. Where the 

dictionary shows two (2) or more equally acceptable pronunciations of a 

word, the pronunciation containing fewer syllables may be used. 

(c) “Text,” as used in this section, includes all printed matter except the 
following: 

(1) The name and address of the insurer; the name, number or title of the 
policy; the table of contents or index; captions and subcaptions; specification 
pages, schedules or tables; and 

(2) Any policy language that is drafted to conform to the requirements of 
any federal law, regulation or agency interpretation; any policy language 
required by any collectively bargained agreement; any medical terminology; 
any words which are defined in the policy; and any policy language required 
by law or regulation; provided, that the insurer identifies the language or 
terminology excepted by this subsection (c) and certifies, in writing, that the 
language or terminology is entitled to be excepted by this subsection (c). 
(d) Any other reading test may be approved by the commissioner for use as 

an alternative to the Flesch reading ease test if it is comparable in result to the 
Flesch reading ease test. 

(e) Filings subject to this section shall be accompanied by a certificate 
signed by an officer of the insurer stating that it meets the minimum reading 
ease score on the test used or stating that the score is lower than the minimum 
required, but should be approved in accordance with § 56-7-1607. To confirm 
the accuracy of any certification, the commissioner may require the submission 
of further information to verify the certification in question. 
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(f) At the option of the insurer, riders, endorsements, applications, and other 
forms made a part of the policy may be scored as separate forms or as part of 
the policy with which they may be used. 


History. 
Acts 1981, ch. 415, § 6. 


Compiler’s Notes. 
Acts 1985, ch. 107, § 6 provided that nothing 
in that act shall repeal or supersede this sec- 


tion. Acts 1985, ch. 107 is compiled primarily as 
8§ 56-7-903 — 56-7-913. 


Section to Section References. 
This section is referred to in §§ 56-7-1604, 
56-7-1607, 56-7-1608. 


56-7-1606. Issuance of policy form after filing. 


Nothing in this part shall be construed to negate any law of this state 
permitting the issuance of any policy form after it has been on file for the time 


period specified. 


History. 
Acts 1981, ch. 415, § 7. 


56-7-1607. Authorization of lower reading ease test scores. 


The commissioner may authorize a lower score than the Flesch reading ease 
score required in § 56-7-1605(a)(1) whenever, in the commissioner’s sole 
discretion, the commissioner finds that a lower score: 

(1) Will provide a more accurate reflection of the readability of a policy 


form; 


(2) Is warranted by the nature of a particular policy form or type or class 


of policy forms; or 


(3) Is caused by certain policy language that is drafted to conform to the 
requirements of any state law, regulation or agency interpretation. 


History. 
Acts 1981, ch. 415, § 8. 


Section to Section References. 
This section is referred to in § 56-7-1605. 


56-7-1608. Approval of policy notwithstanding other laws. 


A policy for meeting the requirements of § 56-7-1605(a) shall be approved, 
notwithstanding any other laws that specify the content of policies, if the policy 
form provides the policyholders and claimants protection not less favorable 
than they would be entitled to under such laws. 


History. 
Acts 1981, ch. 415, § 9. 


56-7-1609. Authority to enforce. 


The commissioner has sole authority to enforce this part or seek remedies for 


its violation. 


History. 
Acts 1981, ch. 415, § 10. 


Code Commission Notes. Former subsec- 
tions (a) and (b), concerning the commissioner 
specifying a date or dates by which policies 


shall comply with this part and extensions of 
the time frames to prevent undue hardship, 
were deleted as obsolete by the code commis- 
sion in 2008. 
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PART 17 
PREPAID DENTAL PLANS 


56-7-1701. Option to select alternative coverage. 


If a prepaid dental plan after May 3, 1983, offers group prepaid dental 
service for sale in this state, and the plan limits the provider dentists to 
designated dentists or groups of designated dentists, whether through regular 
dental insurance coverage, dental service plan coverage, or through a health 
maintenance organization or any other service plan organization, the employer 
or other entity that provides the plan for the benefit of its employees or 
members shall also offer to the employees or members, including their eligible 
dependents, the option of selecting alternative coverage that permits the 
covered persons to obtain dental services from any licensed dentist of their 
choice. In providing the alternative coverage, the employer or other entity shall 
pay for the dental benefits to the same extent as provided in the plan, but in 
no event shall it be required to pay for or contribute towards the provision of 
alternative coverage an amount greater than the premium or cost it pays or 
contributes to under the plan. 


History. Resener, J. A. Whitson, K. J. Miller), 50 Tenn. 
Acts 1983, ch. 228, § 1. L. Rev. 785 (1983). 


Law Reviews. 
Selected Tennessee Legislation of 1983 (N. L. 


56-7-1702. Benefits for obtaining second professional opinion. 


Any prepaid dental plan that regularly provides benefits for obtaining a 
professional opinion of a dentist shall also provide equal benefits for obtaining 
a second professional opinion of a dentist regarding the same dental procedure 
or condition if it is requested by the person covered by the plan. 


History. Resener, J. A. Whitson, K. J. Miller), 50 Tenn. 
Acts 1983, ch. 228, § 2. L. Rev. 785 (1983). 


Law Reviews. 
Selected Tennessee Legislation of 1983 (N. L. 


PART 18 
CANCELLATION OF COMMERCIAL RISK INSURANCE 
ACT 


56-7-1801. Short title. 


This part shall be known and may be cited as the “Cancellation of Commer- 
cial Risk Insurance Act.” 
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History. Section to Section References. 
Acts 1986, ch. 656, § 1. This part is referred to in § 66-27-413. 


56-7-1802. Part definitions. 


As used in this part, unless the context otherwise requires: 

(1)(A) “Commercial risk insurance” means insurance within the scope of 

this part that is not “personal risk insurance,” as defined in § 56-5-102, 

and subject to the exclusions set out in § 56-5-101; and 

(B) “Commercial risk insurance” does not include fidelity and surety 

bonds, or insurance written by a surplus lines insurer; and 

(2) “Nonpayment of premium” means failure of the named insured to 
discharge when due any of its obligations in connection with the payment of 
premiums on a policy of commercial risk insurance or any installment of the 
premium, whether the premium is payable directly to the insurer or its 
agents or indirectly under any premium finance plan or extension of credit. 


History. subdivision (1)(A) of this section were renum- 
Acts 1986, ch. 656, § 2; 1987, ch. 274, § 1; | bered by the authority of the code commission 
1991, ch. 102, § 1. as 56-5-101 and 56-5-102, respectively, in 2016. 


Compiler’s Notes. 
Sections 56-5-301 and 56-5-302 referenced in 


56-7-1803. Prerequisites for effective notice of cancellation. 


After a commercial risk insurance policy has been in effect for sixty (60) 
days, or, if the policy is a renewal, effective immediately, no notice of 
cancellation shall be effective unless it is based on the occurrence, after the 
effective date of the policy, of one (1) or more of the following: 

(1) Nonpayment of premium, including nonpayment of any additional 
premiums, calculated in accordance with the current rating manual of the 
insurer, justified by a physical change in the insured property or a change in 
its occupancy or use; 

(2) Conviction of the named insured of a crime having as one (1) of its 
necessary elements an act increasing any hazard insured against; 

(3) Discovery of fraud or material misrepresentation on the part of either 
of the following: 

(A) The insured or the insured’s representative in obtaining the insur- 
ance; or 
(B) The named insured in pursuing a claim under the policy; 

(4) Failure to comply with written loss control recommendations; 

(5) Material change in the risk that increases the risk of loss after 
insurance coverage has been issued or renewed; 

(6) Determination by the commissioner that the continuation of the policy 
would jeopardize a company’s solvency or would place the insurer in 
violation of the insurance laws of this state or any other state; 

(7) Violation or breach by the insured of any policy terms or conditions; or 

(8) Other reasons that are approved by the commissioner. 


56-7-1804 


History. 
Acts 1986, ch. 656, § 3. 


Section to Section References. 
This section is referred to in §§ 56-7-1804, 
62-13-112. 
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560 


NOTES TO DECISIONS 


1. Duty of Insurance Agent. 

Business owners had no claim against their 
insurance agent that he had had a duty to 
determine what action caused the cancellation 
of their master workers’ compensation policy, 
because of underwriting reasons, or that he 
should have prevented the cancellation; there 


~ agent had the power, much less a duty, to have 


required the insurer to have rescinded the 
cancellation. Admin. Res., Inc. v. Barrow 
Group, LLC, 210 S.W.3d 545, 2006 Tenn. App. 
LEXIS 512 (Tenn. Ct. App. 2006), appeal de- 
nied, — S.W.3d —, 2006 Tenn. LEXIS 1160 
(Tenn. 2006). 


was absolutely nothing to suggest that the 


56-7-1804. Prerequisites for effective notice of cancellation — Con- 
tents of notices of cancellation — Delivery of notice. 


(a) No notice of cancellation of a commercial risk insurance policy shall be 
effective unless mailed by the insurer, its authorized agent, or employee, to the 
named insured as shown in the policy declarations at the address shown in the 
declarations. 

(b) If the cancellation is due to any of the items set forth in § 56-7-1803, or 
if the policy has been in effect less than sixty (60) days and is not a renewal 
policy, the cancellation shall be effective not less than ten (10) days after the 
date of mailing. | 

(c) The mailing of notice shall be sufficient proof of notice. The effective date 
and hour of cancellation stated in the notice shall become the end of the policy 
period unless the insured shall surrender the policy and request cancellation 
prior to the date and hour specified in the cancellation notice. 

(d) Delivery of the written notice either by the agent or by the company shall 
be the equivalent of mailing. 

(e) All notices of cancellation shall state which of the grounds set forth in 
§ 56-7-1803 are relied upon, and that upon written request of the named 
insured, the insurer shall furnish the facts on which the cancellation is based. 

(f) There shall be no liability on the part of, and no cause of action of any 
nature shall arise against, any insurer, its authorized representative, its 
agents, its employees, or any firm, person or corporation furnishing to the 
insurer information as to the reason for cancellation, for any statement made 
by any of them in any written notice of cancellation, for the providing of 
information pertaining to the cancellation, or for statements made or evidence 
submitted at any hearings conducted in connection with the cancellation. 


History. 
Acts 1986, ch. 656, § 4. 


56-7-1805. Failure to comply with notice requirements — Policy ex- 
tension — When notice of nonrenewal not required. 


(a) Unless the insurer, at least sixty (60) days in advance of the end of the 
policy period, mails or delivers to the named insured and agent at the address 
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shown in the policy, notice of its intention not to renew the commercial risk 
policy or to condition its renewal on reduction of limits or elimination of 
coverages, the insurer is required to extend the existing policy sixty (60) days 
from the date the notice is provided. The premium for the policy provided in 
those circumstances shall be no more than a pro rata basis of the existing 
policy. Any commercial risk policy written for a term of less than one (1) year 
shall be considered as if written for a term of one (1) year. Any commercial risk 
policy written for a term longer than one (1) year, or any commercial risk policy 
with no fixed expiration date, shall be considered as if written for specific policy 
periods or terms of one (1) year. 
(b) Notice of nonrenewal is not required if: 
(1) The insurer has offered to issue a renewal policy; or 
(2) Where the named insured has obtained replacement coverage or has 
agreed in writing to obtain replacement coverage. 
(c) If an insurer provides the notice described in this section, and thereafter 
the insurer extends the policy for ninety (90) days or less, an additional notice 
of nonrenewal is not required with respect to the extension. 


History. 
Acts 1986, ch. 656, § 5. 


56-7-1806. Revision of rates. 


(a) In the event an insurance company intends to increase the premiums of 
a commercial risk policy by an amount that is more than twenty-five percent 
(25%) and the increase in premium is the result of comparing policies of 
equivalent exposures, the insurance company shall mail or deliver to the 
named insured and producer at the address shown on the policy, not less than 
sixty (60) days prior notice of its intention to increase the premiums, specifying 
the percentage of the increase. 

(b) Unless notice is provided as described in subsection (a), the insurer is 
required to extend the existing policy sixty (60) days from the date the notice 
is provided. 

(c) The premium for the policy provided in those circumstances shall be not 
more than a pro rata basis of the existing policy. 


History. in 1989, read: “A thirty-day notice and exten- 
Acts 1986, ch. 656, § 6; 2005, ch. 52, § 1. sion of policy requirement as outlined above 


Osta: s Comnitseion eNotes (Oi Fotinet 4b); shall be allowed from July 1, 1986, until De- 
cember 31, 1986. 


deemed obsolete and deleted from this section 


56-7-1807. Noncompliance with this part. 
Failure to comply with this part shall be considered to be an unfair trade 
practice under § 56-8-104. 


History. 
Acts 1986, ch. 656, § 7. 
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56-7-1808. Promulgation of rules and regulations by commissioner. 


(a) The commissioner may, after notice and hearing, promulgate rules and 
regulations to carry out this part. 

(b) The rulemaking authority includes the power to increase or decrease the 
time within which notice is required by this part. 


History. 
Acts 1986, ch. 656, § 8. 


Law Reviews. 
Selected Tennessee Legislation of 1986, 54 
Tenn. L. Rev. 457 (1987). 


PART 19 , 
CANCELLATION OF PERSONAL RISK INSURANCE 


56-7-1901. Notice of intention not to renew. 


Except as provided in § 56-7-1304, if an insurance company does not intend 
to renew a contract of any kind of personal risk insurance identified in 
§ 56-5-102, the company shall mail or deliver to the named insured, at the 
address shown in the policy, notice of its intention not to renew at least thirty 
(30) days prior to the expiration of the policy. 


History. was renumbered by the authority of the code 
Acts 1989, ch. 157, § 1; 20038, ch. 215, § 4. commission as 56-5-102 in 2016. 


Compiler’s Notes. Section to Section References. 
Section 56-5-302 referenced in this section This part is referred to in § 56-22-109. 


56-7-1902. Statement of reasons for nonrenewal — Liability of infor- 
mation providers. 


(a) Unless the nonrenewal notice contains a reason for the nonrenewal 
action, the notice shall advise the insured that upon written request of the 
named insured, mailed or delivered to the insurer not later than fifteen (15) 
days after the effective date of the nonrenewal, the insurer will within twenty 
(20) days mail to the named insured a written statement specifying a reason 
for the nonrenewal action. 

(b) There shall be no liability on the part of, and no cause of action of any 
nature shall arise against, any insurer, its authorized representative, its 
agents, its employees, or against any firm, person or corporation furnishing 
information to the insurer, as to the reason for nonrenewal. 


History. 
Acts 1989, ch. 157, § 1. 


563 POLICIES AND POLICYHOLDERS 56-7-2003 


PART 20 
MEMPHIS PLAN ACT OF 1991 


56-7-2001. Short title. 


This part shall be known and may be cited as the “Memphis Plan Act of 
1991.” 


History. 
Acts 1991, ch. 3538, § 2. 


56-7-2002. Purpose. 


The general assembly finds that there is a problem with availability and 
affordability of health care services for lower income persons. It is, therefore, 
the intent of this general assembly to make coverage more available and 
affordable by authorizing the development of innovative plans to prepay the 
coverage. 


History. 
Acts 1991, ch. 353, § 3. 


56-7-2003. Plan not deemed to be insurance — Conditions. 


A plan that provides health care services to low income individuals on a 
prepaid basis shall not be deemed to be insurance within § 56-7-101, or a 
service plan or corporation or health maintenance organization within chap- 
ters 27-32 of this title, or any other provision of this title; provided, that the 
plan meets the following conditions: 

(1) Eligibility in the plan is limited to persons employed in businesses 
employing two hundred (200) eligible persons or fewer and persons engaged 
in domestic service in private households and dependents of those persons, 
where the persons earn less than two hundred percent (200%) of the federal 
poverty level and are not covered under any other group insurance 
arrangement; 

(2) The plan is operated on a not-for-profit basis under the sponsorship of 
a not-for-profit organization; 

(3) Covered primary care services are provided to enrollees either by 
providers on staff of the sponsoring organization or by volunteers recruited 
from a local medical society who have, in both instances, agreed to provide 
their services for free or for nominal reimbursement for out-of-pocket 
expenses and/or expendable supplies directly related to, and incurred as a 
result of, the service provided to the enrollee; 

(4) Payments to outside contractors for marketing, claims administration 
and similar services total no more than ten percent (10%) of the total 
charges; 

(5) The plan has received the approval and endorsement of the local 
medical society in consultation with the Tennessee Medical Association; 

(6) Except as provided in subdivision (3), no portion of any fees or charges 
under the plan shall be paid directly or indirectly as salary to any officer or 
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director of the sponsoring not-for-profit corporation; and 
(7) The sponsoring not-for-profit corporation files an annual report with 

the commissioner within ninety (90) days of the close of the corporation’s 
fiscal year that includes, at a minimum, the following information: 

(A) The number of plan enrollees; 

(B) Total services rendered under the plan; 

(C) Plan financial statements; 

(D) Administrative costs and salaries paid by the plan; and 

(E) Other information that may be reasonably requested by the com- 


missioner. 
History. Section to Section References. 
Acts 1991, ch. 353, § 4; 1999, ch. 158, § 1. This section is referred to in § 56-7-2005. 


56-7-2004. Maintenance of minimum essential health coverage. 


Coverage made available under the plan shall constitute minimum essential 
health coverage for purposes of compliance with 26 U.S.C. § 5000A. 


History. 
Acts 2012, ch. 1089, § 1. 


56-7-2005. Presumption that operating entity satisfies requirements 
regarding health care sharing ministries. 


Operation consistent with the standards described in § 56-7-2003 shall 
create a presumption that the operating entity satisfies the requirements of 26 
U.S.C. § 5000A(d)(2)(B)(i). 


History. 
Acts 2012, ch. 1089, § 2. 


PART 21 
PET INSURANCE 


56-7-2101. “Pet” defined. 


As used in this part, “pet” means any domesticated animal normally 
maintained in or near the household of its owner. 


History. 
Acts 1992, ch. 598, § 1. 


56-7-2102. Policies or contracts. 


Any insurer writing any coverage to which this title applies may offer group 
or individual policies or contracts that provide benefits for hospital and 
medical services for pets; provided, that these services are provided by a 
veterinarian licensed pursuant to title 63, chapter 12, or by the laws of any 


other state. The policy or contract may provide for exclusions or deductibles, or 
both. | 
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History. 
Acts 1992, ch. 598, § 1. 


56-7-2103. Disclosure. 


All policies issued pursuant to this part shall clearly disclose on the face of 
the policy: 
(1) The annual premium for the policy; and 
(2) The benefits provided by the policy. 


History. 
Acts 1992, ch. 598, § 1. 


PART 22 


TENNESSEE SMALL EMPLOYER GROUP HEALTH 
COVERAGE REFORM ACT 


56-7-2201. Short title. 


This part shall be known and may be cited as the “Tennessee Small 
Employer Group Health Coverage Reform Act.” 


History. 
Acts 1992, ch. 808, § 1. 


Section to Section References. 
This part is referred to in §§ 67-4-2109, 67- 
6-102, 67-6-224, 67-6-394. 


56-7-2202. Legislative purpose. 


The purpose and intent of this part is to promote the availability of accident 
and health insurance coverage to small employers, to prevent abusive rating 
practices, to require disclosure of rating practices to purchasers, to establish 
rules for continuity of coverage for employers and covered individuals and to 
improve the efficiency and fairness of the small group accident and health 
insurance marketplace. 


History. 
Acts 1992, ch. 808, § 2. 


56-7-2203. Part definitions. 


As used in this part, unless the context otherwise requires: 

(1) “Actuarial certification” means a written statement by a member of 
the American Academy of Actuaries or other individual acceptable to the 
commissioner that a small employer carrier is in compliance with § 56-7- 
2207, based upon the person’s examination, including a review of the 
appropriate records and of the actuarial assumptions and methods used by 
the small employer carrier in establishing premium rates for applicable 
health benefit plans; 

(2) “Base premium rate” means, for each class of business as to a rating 
period, the lowest premium rate charged or that could have been charged 
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under a rating system for that class of business, by the small employer 
carrier to small employers with similar case characteristics for health 
benefit plans with the same or similar coverage; 

(3) “Board” means the board of directors of the pool; 

(4) “Carrier” means any person that provides one (1) or more health 
benefit plans in this state, including a licensed insurance company, a prepaid 
hospital or medical service plan, a health maintenance organization (HMO) 
and a multiple employer welfare arrangement (MEWA); 

(5) “Case characteristics” means demographic or other objective charac- 
teristics of a small employer, as determined by a small employer carrier, that 
are considered by the small employer carrier in the determination of 
premium rates for the small employer, but does not mean claim experience, 
health status and duration of coverage since issue; 

(6) “Class of business” means all or a distinct grouping of small employers 
as shown on the records of a small employer carrier; 

(7) “Dependent” means the spouse or child of an eligible employee, subject 
to applicable terms of the health care plan covering the employee; 

(8) “Eligible employee” means an employee who works for a small em- 
ployer on a full-time basis, with a normal work week of thirty (30) or more 
hours, including a sole proprietor, a partner or a partnership, or an 
independent contractor, if included as an employee under a health care plan 
of a small employer. “Eligible employee” does not include employees who 
work on a part-time, temporary, or substitute basis; 

(9)(A) “Health benefit plan” means: 

(i) Any accident and health insurance policy or certificate; 

(ii) Nonprofit hospital or medical service corporation contract; 

(iii) Health, hospital or medical service corporation plan contract; 

(iv) HMO subscriber contract; 

(v) Plan provided by a MEWA; or 

(vi) Plan provided by another benefit arrangement, to the extent 
permitted by Employee Retirement Income Security Act (ERISA) (29 
U.S.C. § 1001 et seq.), subject to § 56-7-2206. 
(B) “Health benefit plan” does not mean: 

(i) Accident only, specified disease only, fixed indemnity, credit or 
disability insurance; 

(ii) Coverage or medicare services pursuant to contracts with the 
federal government; 

(iii) Medicare supplement or long-term care insurance; 

(iv) Dental only or vision only insurance; 

(v) Coverage issued as a supplement to liability insurance; 

(vi) Insurance arising out of a workers’ compensation or similar law; 

(vii) Automobile medical payment insurance; or 

(viii) Insurance under which benefits are payable with or without 
regard to fault and that is statutorily required to be contained in any 
liability insurance policy or equivalent self-insurance; 

(10) “Health group cooperative” or “cooperative” means a private purchas- 
ing cooperative composed of small employers formed under this part; 

(11) “Impaired insurer” has the same meaning as in § 56-12-2038; 
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(12) “Index rate” means, for each class of business as to a rating period for 
small employers with similar case characteristics, the arithmetic average of 
the applicable base premium rate and the corresponding highest premium 
rate; 

(13) “Late enrollee” means an eligible employee or dependent who re- 
quests enrollment in a health benefit plan of a small employer following the 
initial enrollment period provided under the terms of the health benefit plan; 
provided, that the initial enrollment period shall be a period of at least thirty 
(30) days. However, an eligible employee or dependent shall not be consid- 
ered a late enrollee if: 

(A) The individual: 

(i) Was covered under another employer health benefit plan at the 
time the individual was eligible to enroll; 

(ii) Stated, at the time of the initial enrollment, that coverage under 
another employer health benefit plan was the reason for declining 
enrollment; 

(iii) Has lost coverage under another employer health benefit plan as 
a result of termination of employment, the termination of the other 
plan’s coverage, death of a spouse or divorce; and 

(iv) Requests enrollment within thirty (30) days after termination of 
coverage provided under another employer health benefit plan; 

(B) The individual is employed by an employer that offers multiple 
health benefit plans and the individual elects a different plan during an 
open enrollment period; or 

(C) Acourt has ordered coverage be provided for a spouse or minor child 
under a covered employee’s health benefit plan, and request for enroll- 
ment is made within thirty (30) days after issuance of the court order; 
(14) “New business premium rate” means, for each class of business as to 

a rating period, the lowest premium rate charged, offered or that could have 
been charged by a small employer carrier to small employers with similar 
case characteristics for newly issued health benefit plans with the same or 
similar coverage; 

(15) “Preexisting conditions provision” means a policy provision that 
limits or excludes coverage for charges or expenses incurred during a 
specified period following the insured’s effective date of coverage, for a 
condition that, during a specified period immediately preceding the effective 
date of coverage, had manifested itself in a manner that would cause an 
ordinarily prudent person to seek diagnosis, care or treatment, or for which 
medical advice, diagnosis, care or treatment was recommended or received 
as to that condition or as to pregnancy existing on the effective date of 
coverage; 

(16) “Premium” includes insurance premiums or other fees charged for a 
health benefit plan, including the costs of benefits paid or reimbursements 
made to or on behalf of persons covered by the plan; 

(17) “Rating period” means the calendar period for which premium rates 
established by a small employer carrier are assumed to be in effect, as 
determined by the small employer carrier; 

(18) “Small employer” means any person actively engaged in business 
that, on at least fifty percent (50%) of its working days during the preceding 
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year, employed no fewer than three (3) eligible employees and no more than 
twenty-five (25) eligible employees, the majority of whom are employed 
within this state; provided, however, that for purposes of participating in a 
health group cooperative, a “small employer” includes any person that, 
during the preceding year, employed no less than two (2) and no more than 
fifty (50) eligible employees and otherwise qualifies as a small employer 
pursuant to this subdivision (18). “Small employer” includes companies that 
are affiliated companies, as defined in § 56-13-102, or that are eligible to file 
a combined tax return under the Internal Revenue Code (26 U.S.C. § 1 et 
seq.). Except as otherwise provided, the provisions of this part that apply to 
a small employer shall continue to apply until the plan anniversary 
following the date the employer no longer meets the requirements of this 
section; and 

(19) “Small employer carrier” means any carrier that offers health benefit 
plans covering eligible employees of one (1) or more small employers. 


History. 
Acts 1992, ch. 808, § 3; 2008, ch. 1036, §§ 1, 
2; 2011, ch. 344, § 1. 


Compiler’s Notes. 

Acts 2008, ch. 1036, § 7 provided that the 
department of commerce and insurance is au- 
thorized to promulgate rules to effectuate the 
purposes of the act. The rules shall be promul- 
gated in accordance with the Uniform Admin- 
istrative Procedures Act, compiled in title 4, 
chapter 5. 

Section 56-7-2209 referenced in (a) was re- 


numbered as .56-7-2207 by the authority of the 
code commission in 2016. 


Section to Section References. 
This section is referred to in § 56-26-101. 


Collateral References. 

Liability of health maintenance organiza- 
tions (HMOs) for negligence of member physi- 
cians. 51 A.L.R.5th 271. 

Liability of third-party health-care payor for 
injury arising from failure to authorize re- 
quired treatment. 56 A.L.R.5th 737. 


56-7-2204. Affiliated companies. 


For the purposes of this part, companies that are affiliated companies or that 
are eligible to file a consolidated tax return shall be treated as one (1) carrier, 
except that with respect to affiliated companies, all of which are in existence 
and affiliated on January 1, 1992, the group of affiliated companies is 
considered to be one (1) carrier only after one (1) member of the group transfers 
any small employer business to another member of the group, and except that 
any insurance company, hospital service plan or medical service plan that is an 
affiliate of an HMO located in this state or any HMO located in this state that 
is an affiliate of an insurance company, a health service corporation or a 
medical service corporation may treat the HMO as a separate carrier and each 
HMO that operates only one (1) HMO in a service area of this state may be 
considered a separate carrier. 


History. 
Acts 1992, ch. 808, § 4. 


56-7-2205. Distinct grouping — Additional groupings. 


(a) Adistinct grouping may only be established by a small employer carrier 
on the basis that the applicable health benefit plans: 
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(1) Are marketed and sold through individuals and organizations that are 
not participating in the marketing or sale of other distinct groupings of small 
employers for the small employer carrier; 

(2) Have been acquired from another small employer carrier as a distinct 
grouping of plans; or 

(3) Are provided through an association with membership of not less than 
ten (10) small employers that has been formed for purposes other than 
obtaining insurance. 

(b) Asmall employer carrier may establish no more than two (2) additional 
groupings under subdivision (a)(1), (a)(2) or (a)(3) on the basis of underwriting 
criteria that are expected to produce substantial variation in the health care 
costs. 

(c) The commissioner may approve the establishment of additional distinct 
groupings upon application to the commissioner and the commissioner’s 
determination that the action would enhance the efficiency and fairness of the 
small employer marketplace. 


History. 
Acts 1992, ch. 808, § 5. 


56-7-2206. Applicability. 


(a) Ahealth benefit plan is subject to this part if it provides health benefits 
for small employers and if either of the following conditions is met: 

(1) Any part of the premiums or benefits is paid by a small employer, or 
any covered individual is reimbursed, whether through wage adjustments or 
otherwise, by a small employer for any portion of the premium, or for which 
the small employer has permitted payroll deduction for the covered indi- 
vidual, whether or not the coverage is issued through a group or individual 
policy of insurance, and whether or not the small employer pays any part of 
the premium; or 

(2) The health benefit plan is treated by the employer or any of the 
covered individuals as part of a plan or program for the purpose of § 106 or 
§ 162 of the Internal Revenue Code (26 U.S.C. §§ 106 and 162). 

(b) Chapter 5, part 3 of this title does not apply to individual accident and 
health insurance policies or contracts to the extent they are subject to this 
part. 


History. Section to Section References. 
Acts 1992, ch. 808, § 6. This section is referred to in § 56-7-2203. 


56-7-2207. Health benefit plans — Preexisting conditions — Late en- 
rollees — Premiums — Transfers — Place of business — 
Filings — Documentation. 


(a) Health benefit plans covering small employers are subject to the 
following: 
(1) Except in the case of a late enrollee, any preexisting conditions 
provision may not limit or exclude coverage for a period beyond twelve (12) 
months following the insured’s effective date of coverage, and may only 
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relate to conditions manifesting themselves in a manner that would cause an 
ordinarily prudent person to seek medical advice, diagnosis, care or treat- 
ment; for which medical advice, diagnosis, care or treatment was recom- 
mended or received during the twelve (12) months immediately before the 
effective date of coverage, or as to a pregnancy existing on the effective date 
of coverage; 

(2) In determining whether a preexisting conditions provision applies to 
an eligible employee or to a dependent, all health benefit plans shall credit 
the time the person was covered under a previous group health benefit plan 
if the previous coverage was continuous to a date not more than thirty (30) 
days before the effective date of the new coverage, exclusive of any applicable 
waiting period under the plan; 

(3)(A) The health benefit plan is renewable with respect to all eligible 

employees or dependents at the option of the policyholder or contract 

holder except: 

(i) For nonpayment of the required premiums by the policyholder or 
contract holder; 

(ii) For fraud or misrepresentation of the policyholder or contract 
holder or, with respect to coverage of individual enrollees, the enrollees 
or their representatives; 

(iii) For noncompliance with plan provisions that have been approved 
by the commissioner; 

(iv) When the number of enrollees covered under the plan is fewer 
than the number of insureds or percentage of enrollees required by 
participation requirements under the plan; 

(v) When the policyholder or contract holder is no longer actively 
engaged in the business in which it was engaged on the effective date of 
the plan; or 

(vi) When the small employer carrier stops writing new business in 
the small employer market, if the employer: 

(a) Provides notice to the department and either to the policy- 
holder, contract holder or employer of its decision to stop writing new 
business in the small employer market; and 

(6) Does not cancel health benefit plans subject to this part for one 
hundred eighty (180) days after the date of the notice required under 
subdivision (a)(3)(A)(vi)(a); and for that business of the carrier that 
remains in force, the carrier shall continue to be governed by this part 
with respect to business conducted under this part; 

(B) A small employer carrier that stops writing new business in the 
small employer market in this state after January 1, 1993, shall be 
prohibited from writing new business in the small employer market in this 
state for a period of five (5) years from the date of notice to the 
commissioner. In the case of an HMO doing business in the small employer 
market in one (1) service area of this state, the rules set forth in this 
subdivision (a)(3) shall apply to the HMO’s operations in the service area, 
unless § 56-7-2208(g) [repealed] applies; 

(4) Late enrollees may be excluded from coverage for the greater of 
eighteen (18) months or an eighteen-month preexisting condition exclusion; 
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however, if both a period of exclusion from coverage and a preexisting 
condition exclusion are applicable to a late enrollee, the combined period 
shall not exceed eighteen (18) months; and 

(5) A carrier may continue to enforce reasonable employer participation 
and contribution requirements on small employers applying for coverage; 
however, participation and contributions requirements may vary among 
small employers only by the size of the small group. 

(b) Premium rates for health benefit plans subject to this part are subject to 
the following: 

(1) The index rate for a rating period for any class of business shall not 
exceed the index rate for any other class of business by more than 
twenty-five percent (25%), adjusted pro rata for any rating period of less 
than one (1) year; 

(2) For a class of business, the premium rates charged during a rating 
period to small employers with similar case characteristics for the same or 
similar coverage, or the rates that could be charged to those employers under 
the rating system for that class of business shall not vary from the index rate 
by more than thirty-five percent (35%) of the index rate, adjusted pro rata for 
any rating period of less than one (1) year; 

(3) The percentage increase in the premium rate charged to a small 
employer for a new rating period, adjusted pro rata for any rating period of 
less than one (1) year, may not exceed the sum of the following: 

(A) The percentage change in the new business premium rate measured 
from the first day of the prior rating period to the first day of the new 
rating period. If a small employer carrier is not issuing any new policies, 
but is only renewing policies, the carrier shall use the percentage change 
in the base premium rate; 

(B) Any adjustment, not to exceed fifteen percent (15%) annually and 
adjusted pro rata for any rating period of less than one (1) year, due to the 
claim experience, health status, or duration of coverage of the employees 
or dependents of the small employer as determined from the small 
employer carrier’s rate manual for the class of business; 

(C) Any adjustment because of a change in coverage or change in the 
case characteristics of the small employer as determined from the small 
employer carrier’s rate manual for the class of business; 

(4) Premium rates for health benefit plans shall comply with the require- 
ments of this section, notwithstanding any reinsurance premiums and 
assessments paid or payable by small employer carriers in accordance with 
§ 56-7-2221 [repealed]; 

(5) In any case where a small employer carrier uses industry as a case 
characteristic in establishing premium rates, the rate factor associated with 
any industry classification may not vary from the arithmetic average of the 
rate factors associated with all industry classifications by greater than 
fifteen percent (15%) of coverage; and 

(6) Small employer carriers shall apply rating factors including case 
characteristics consistently with respect to all small employers in a class of 
business. Adjustments in rates for claims experience, health status and 
duration from issue may not be applied individually. Any such adjustment 
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must be applied uniformly to the rate charged for all participants of the 

small employer. 

(c) All premium rates for a small employer carrier shall be subject to the 
review and approval or disapproval of the commissioner as provided for in 
§ 56-26-102 and any regulations promulgated under the authority of that 
section. Section 56-26-102 and regulations shall apply to all plans subject to 
this section in the same manner as to accident and sickness policies subject to 
§ 56-26-102. 

(d) A small employer carrier shall not involuntarily transfer a small 
employer into or out of a class of business. A small employer carrier shall not 
offer to transfer a small employer into or out of a class of business unless the 
carrier offers to transfer all small employers in the class of business without 
regard to case characteristics, claims experience, health status or duration of 
coverage since issue. 

(e) In connection with the offering for sale of any health benefit plan to a 
small employer, each small employer carrier shall make a reasonable disclo- 
sure as part of its solicitation and sales materials of: 

(1) The extent to which premium rates for a specified small employer are 
established or adjusted in part based upon the actual or expected variation 
in claims costs, or actual or expected variation in health condition of the 
eligible employees and dependents of the small employer; 

(2) Provisions concerning the small employer carrier’s right to change 
premium rates and the factors other than claims experience that affect 
changes in premium rates; 

(3) Provisions relating to renewability of policies and contracts; and 

(4) Provisions affecting any preexisting conditions provision. 

(f) Each small employer carrier shall maintain at its principal place of 
business a complete and detailed description of its rating practices and 
renewal underwriting practices, including information and documentation 
that demonstrate that its rating methods and practices are based upon 
commonly accepted actuarial assumptions and are in accordance with sound 
actuarial principles. 

(g) Each small employer carrier shall file with the commissioner annually, 
on or before March 15, an actuarial certification certifying that it is in 
compliance with this part and that its rating methods are actuarially sound. 
The small employer carrier shall retain a copy of the certification at its 
principal place of business. 

(h) Asmall employer carrier shall make the information and documentation 
described in subsection (f) available to the commissioner upon request. Except 
in cases of violations of this part, the information is proprietary and trade 
secret information and is not subject to disclosure by the commissioner to 
persons outside the department except as agreed to by the small employer 
carrier or as ordered by a court of competent jurisdiction. 

(i) Subdivisions (a)(1), (3) and (5) and subsections (b) and (d)-(h) apply to 
health benefit plans delivered, issued for delivery, renewed or continued in this 
state or covering persons residing in this state on or after January 1, 1993. 
Subdivisions (a)(2) and (4) apply to health benefit plans delivered, issued for 
delivery, renewed or continued in this state or covering persons residing in this 
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state on or after the date the plan becomes operational, as designated by the 
commissioner. For purposes of this subsection (i), the date a health benefit plan 
is continued is the anniversary date of the issuance of the health benefit plan. 


History. 
Acts 1992, ch. 808, § 9; 1993, ch. 228, § 1; 
2011, ch. 344, §§ 4-6; T.C.A. § 56-7-2209. 


Code Commission Notes. This section was 
renumbered from § 56-7-2209 to § 56-7-2207 
by authority of the Code Commission in 2016. 


Compiler’s Notes. 

Former § 56-7-2208, referred to in this sec- 
tion, was repealed by Acts 2011, ch. 344, § 3, 
effective July 1, 2011. 

Former § 56-7-2221, referred to in this sec- 
tion, was repealed by Acts 2011, ch. 344, § 10, 
effective July 1, 2011. 

The Code Commission transferred numerous 
sections in this part to change the internal 


structure of the part, effective upon the 2016 
replacement of this volume. See the following 
parallel reference table for the old and new 
locations. 


Old Sections New Sections 


56-7-2209 56-7-2207 
56-7-2210 — 56-7-2220 Deleted 
56-7-2222 56-7-2208 
56-7-2223 56-7-2209 
56-7-2224 56-7-2210 
56-7-2225 56-7-2211 


Section to Section References. 
This section is referred to in §§ 56-7-2203, 
56-7-2208. 


56-7-2208. Formation of health group cooperative of small employers 


— Registration — Organization. 


(a) A health group cooperative of small employers may be formed only for 
the purpose of obtaining insurance. A health group cooperative shall: 

(1) Contain at least one thousand (1,000) eligible employees or have at 
least ten (10) participating employers; 

(2) Establish requirements for membership. A small employer’s partici- 
pation in a cooperative is voluntary, but an employer electing to participate 
in a cooperative shall commit to purchasing coverage through the coopera- 
tive for three (3) years, unless allowed to terminate participation because of 
a financial hardship affecting the employer as determined by rules govern- 
ing termination promulgated by the commissioner. These rules shall include, 
at a minimum, that “financial hardship” means the initiation of bankruptcy 
proceedings or dissolution of the employer. No health group cooperative shall 
exclude a small employer that otherwise meets the requirements for 
membership on the basis of a health status-related factor, as defined in 
§ 56-7-2802, in relation to the employee or a dependent of the employee; 

(3) Hold an open enrollment period at least once a year during which 
period eligible employers and eligible employees may join the health group 
cooperative; 

(4) Allow eligible employees and their dependents, upon initial enroll- 
ment and during subsequent open enrollment periods, to choose among 
health insurance plans from the insurer selected by and offered through the 
cooperative. A person covered by a health insurance plan offered through the 
cooperative that requires an enrollment period in excess of one (1) year is 
eligible to choose among available plans upon the completion of the enroll- 
ment period; 

(5) Offer coverage under all the selected insurers’ plans offered through 
the cooperative to all eligible employees of member small employers and 
their dependents. Coverage shall be offered to all employees of member 
small employers and their dependents except as provided in 
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(6) Not assume any risk or form self-insurance plans among its members 
unless it complies with chapter 26, part 2 of this title; provided, however, 
that compliance with § 56-26-204(a)(1)(C) shall not be required of health 
cooperatives; and 

(7) Have the option of using any type of rating arrangement with the 
insurer selected by the cooperative. At the cooperative’s discretion, premi- 
ums may be paid to the health insurance plans by the cooperative or by 
member small employers. A health insurance plan offered through the 
health group cooperative that rates: 

(A) Each member small employer separately is subject to the laws 
governing small employer health insurance; and 
(B) The entire group as a whole shall charge each insured person based 
on a base rate within the health group cooperative, adjusted for case 
characteristics as permitted by § 56-7-2207 and plan selection, and is 
subject to the laws governing group accident and health insurance. 
(b)(1) The health group cooperative, prior to offering any health insurance 
plan through the cooperative, and annually after the initial offering, shall 
register with the department and demonstrate continued compliance with 
subdivision (b)(2). 

(2) The health group cooperative shall be organized as a nonprofit 
corporation and have the rights and duties pursuant to the Tennessee 
Nonprofit Corporation Act, compiled in title 48, chapters 51-68. On receipt of 
a certificate of incorporation from the secretary of state, the cooperative shall 
file written notification of the receipt of the certificate and a copy of the 
cooperative’s organizational documents with the commissioner. The board of 
directors shall file annually with the commissioner a statement of all 
amounts collected and expenses incurred for the preceding year. 

(c) A small employer insurer may not form, or be a member of, a health 


group cooperative. An insurer may associate with a sponsoring entity, such as 
a business association, chamber of commerce, or other organization represent- 
ing employers or serving an analogous function, to assist the sponsoring entity 


in forming a health group cooperative. 


History. 
Acts 2008, ch. 1036, § 3; 2010, ch. 687, § 1; 
T.C.A. § 56-7-2222. 


Code Commission Notes. This section was 
renumbered from § 56-7-2222 to § 56-7-2208 
by authority of the Code Commission in 2016. 


Compiler’s Notes. 
Acts 2008, ch. 1036, § 7 provided that the 


department of commerce and insurance is au- 
thorized to promulgate rules to effectuate the 
purposes of this act. The rules shall be promul- 
gated in accordance with the Uniform Admin- 
istrative Procedures Act, compiled in title 4, 
chapter 5. 

Section 56-7-2209 referenced in (a) was re- 
numbered as 56-7-2207 by the authority of the 
code commission in 2016. 


56-7-2209. Liability of health group cooperative. 


(a) A health group cooperative shall not be liable for, nor shall a member of 
the board of directors, the executive director, an employee, or an agent of a 


cooperative, be liable for: 


(1) An act performed in good faith in the execution of duties in connection 


with the cooperative; or 
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(2) An independent action of a small employer insurer or a person who 
provides health care services under a health insurance plan. 
(b) A health group cooperative shall not be liable for, nor shall a member of 
the board of directors, the executive director, an employee, or an agent be liable 
for a failure to arrange for coverage of a particular illness, disease, or health 


condition. 


History. 
Acts 2008, ch. 1036, § 4; T.C.A. § 56-7-2223. 


Code Commission Notes. This section was 
renumbered from § 56-7-2223 to § 56-7-2209 
by authority of the Code Commission in 2016. 


Compiler’s Notes. 
Acts 2008, ch. 1036, § 7 provided that the 


department of commerce and insurance is au- 
thorized to promulgate rules to effectuate the 
purposes of this act. The rules shall be promul- 
gated in accordance with the Uniform Admin- 
istrative Procedures Act, compiled in title 4, 
chapter 5. 


56-7-2210. Duties of a health group cooperative. 


A health group cooperative: 


(1) Shall arrange for group health insurance plan coverage for small 


employers who are members of the cooperative by contracting with small 
employer insurers who meet the criteria established by this part for coverage 
under group health insurance plans; 

(2) Shall collect premiums to cover the cost of: 

(A) Group health insurance plan coverage purchased through the 
cooperative; and 
(B) The cooperative’s administrative expenses; 

(3) May contract with agents to market coverage issued through the 
cooperative; 

(4) Shall establish administrative and accounting procedures for the 
operation of the cooperative; 

(5) May contract with a small employer insurer or third-party adminis- 
trator to provide administrative services to the cooperative; 

(6) Shall contract with a small employer insurer for the provision of 
services to small employers covered through the cooperative; 

(7) Shall develop and implement a plan to maintain public awareness of 
the cooperative and publicize the eligibility requirements for, and the 
procedures for, enrollment in coverage through the cooperative; 

(8) May negotiate the premiums paid by its members; and 

(9) May obtain from the cooperative’s selected insurer other ancillary 
health insurance products and services for its members as are customarily 
offered in conjunction with group health insurance plans. 


History. 
Acts 2008, ch. 1036, § 5; T.C.A. § 56-7-2224. 


Code Commission Notes. This section was 
renumbered from § 56-7-2224 to § 56-7-2210 
by authority of the Code Commission in 2016. 


Compiler’s Notes. 
Acts 2008, ch. 1036, § 7 provided that the 


department of commerce and insurance is au- 
thorized to promulgate rules to effectuate the 
purposes of this act. The rules shall be promul- 
gated in accordance with the Uniform Admin- 
istrative Procedures Act, compiled in title 4, 
chapter 5. 
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56-7-2211. Contracting with a small employer insurer — Compliance 
with federal laws. 


(a) A health group cooperative shall contract only with a small employer 
insurer that demonstrates: 

(1) That the insurer or health maintenance organization is licensed and in 
good standing with the department; 

(2) The capacity to administer the group health insurance plans; 

(3) The ability to monitor and evaluate the quality and cost effectiveness 
of care and applicable procedures; 

(4) The ability to conduct utilization management and applicable proce- 
dures and policies; 

(5) The ability to assure enrollees a sufficient number of health care 
providers, including specialty providers; and 

(6) A satisfactory grievance procedure and the ability to respond to 
enrollees’ calls, questions, and complaints. 

(b) A health group cooperative shall comply with federal laws applicable to 
cooperatives and group health insurance plans issued through cooperatives, to 
the extent required by federal law and this title or rules promulgated pursuant 
to this title. 


History. department of commerce and insurance is au- 
Acts 2008, ch. 1036, § 6; T.C.A. § 56-7-2225. thorized to promulgate rules to effectuate the 


Coble! Gominitaiogn Wotbehithinieeetonedanich meee of this act. The rules shall be promul- 
réenumbberedatrony 56-7-2225 to § 56-7-2211 gated in accordance with the Uniform Admin- 
istrative Procedures Act, compiled in title 4, 


by authority of the Code Commission in 2016. 
chapter 5. 


Compiler’s Notes. 
Acts 2008, ch. 1036, § 7 provided that the 


PART 23 
MANDATED INSURER OR PLAN COVERAGE 


56-7-2301. Health insurance — Newly born children — Coverage — 
Notification. 


(a) All individual and group health insurance policies providing coverage on 
an expense incurred basis and individual and group service or indemnity type 
contracts issued by a nonprofit corporation that provide coverage for a child of 
the insured or subscriber shall, as to the child’s coverage, also provide that the 
health insurance benefits applicable to children, if any, shall be payable with 
respect to a newly born child of the insured or subscriber from the moment of 
birth. 

(b) The coverage for newly born children shall, in addition to coverage for 
infants placed in the well-child care unit, consist of coverage of injury or 
sickness, including the necessary care and treatment of medically diagnosed 
congenital defects and birth abnormalities. The coverage of newly born infants 
and pregnant women shall also include coverage for testing as provided in 
§ 68-5-401(a)(2). 

(c) If payment of a specific premium or subscription fee is required to 
provide coverage for a child, the policy or contract may require that notification 
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of birth of a newly born child and payment of the required premium or fee must 
be furnished to the insurer or nonprofit service or indemnity corporation 
within thirty-one (31) days after the date of birth in order to have the coverage 
continue beyond the thirty-one-day period. 

(d) The requirements of this section apply to all insurance policies and 
subscriber contracts delivered or issued for delivery in this state more than one 
hundred twenty (120) days after July 1, 1974, and to those policies and 
subscriber contracts that are substantially amended after July 1, 1980. 

(e) If and only if a person or the person’s spouse is pregnant at the time 
health insurance coverage is purchased, then at the time of the purchase this 
section may be contractually waived with respect to health insurance coverage 
for an unborn child and/or the right of the person to purchase health insurance 
coverage for the unborn child. 


History. 56-7-1007 56-7-2325 
Acts 1974, ch. 422, § 1; 1976, ch. 493, § 1; 56-7-1501—56-7-1511 56-7-2312—56-7-2322 
T.C.A., § 56-1165; Acts 1980, ch. 525, § 1; 1982, 56-26-130 56-7-2323 
ch. 710, §§ 1-3; 1992, ch. 984, § 1; T.C.A. § 56- 56-26-131 56-7-2324 
7-1001(a)-(d); Acts 1995, ch. 334, § 1; 1997, ch. 56-39-101—56-39-112 Repealed 
£1982. 56-39-115—56-39-122 Repealed 
56-39-124 Repealed 

Compiler’s Notes. Acts 1997, ch. 312, § 3, provided that the 


Acts 1992, ch. 984, § 1 transferred numerous amendment by that act shall apply to insurance 
sections in this title to this part, effective upon __ policies or contracts entered into or renewed on 
the 1994 replacement of the bound volume. See _ or after July 1, 1997. 
the following parallel reference table for the old 


and new locations. Cross-References. 


Bills concerning health coverage — Impact 


Jap ec incite ce ate notes and statements, § 3-2-111. 

Cancellation of commercial risk insurance, 
S61;114 posiceeys title 56, ch. 7, part 18 
56-7-301—56-7-304 56-7-2307—56-7-2310 ney Ae : 

Indemnified employee welfare benefit plans, 
56-7-307 56-7-2311 ch. 40 of title 56 
56-7-601 56-7-2305 } ; 
56-7-602 56-7-2306 Section to Section References. 
56-7-1001 56-7-2301 This part is referred to in §§ 36-5-501, 56-7- 
56-7-1005 56-7-2302 127, 56-7-2910. 


56-7-2302. Dependent children under hospital or medical expense 
policies — Coverage — Services by charitable research 
hospitals. 


(a)(1) An individual hospital or medical expense insurance policy or con- 
tract, as provided under chapter 26, 28 or 29 of this title, delivered or issued 
for delivery in this state, or that is amended or renewed by agreement or 
otherwise, on or after August 13, 1986, and that provides that coverage of a 
dependent child shall terminate upon attainment of the limiting age for 
dependent children specified in the policy, shall also provide that the limiting 
age not be earlier than twenty-four (24) years for those dependent children 
who are unmarried and dependent on the insured for support and mainte- 
nance. This subdivision (a)(1) shall not be construed to require coverage for 
a dependent child under the policy of insurance, if the dependent child would 
be otherwise ineligible for the coverage either by the terms of the policy of 
insurance or other provisions of this title, except those relating to the 
limiting age for the dependent child stated in this subdivision (a)(1). 
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(2) A group hospital or medical expense insurance policy or contract, as 
provided under chapter 26, 28 or 29 of this title, delivered or issued for 
delivery in this state, or that is amended or renewed by agreement or 
otherwise, on or after August 13, 1986, and that provides that coverage of a 
dependent child shall terminate upon attainment of the limiting age for 
dependent children specified in the policy, shall also provide that the limiting 
age not be earlier than twenty-four (24) years for those dependent children 
who are unmarried and dependent on the insured for support and mainte- 
nance. This subdivision (a)(2) shall not be construed to require coverage for 
a dependent child under the policy of insurance if the dependent child would 
be otherwise ineligible for the coverage either by the terms of the policy of 
insurance or other provisions of this title, except those relating to the 
limiting age for the dependent child stated in this subdivision (a)(2). 

(b)(1) An individual hospital or medical expense insurance policy or con- 
tract, as provided under chapter 26, 28 or 29 of this title, delivered or issued 
for delivery in this state more than one hundred twenty (120) days after May 
7, 1969, that provides that coverage of a dependent child shall terminate 
upon attainment of the limiting age for dependent children specified in the 
policy, shall also provide in substance that attainment of the limiting age 
shall not operate to terminate the coverage of the child while the child is and 
continues to be both: 
(A) Incapable of self-sustaining employment by reason of intellectual or 
physical disability; and 
(B) Chiefly dependent upon the policyholder for support and mainte- 
nance, provided proof of the incapacity and dependency is furnished to the 
insurer by the policyholder within thirty-one (31) days of the child’s 
attainment of the limiting age and subsequently as may be required by the 
insurer, but not more frequently than annually after the two-year period 
following the child’s attainment of the limiting age. 

(2) A group hospital or medical expense insurance policy or contract, as 
provided under chapter 26, 28 or 29 of this title, delivered or issued for 
delivery in this state more than one hundred twenty (120) days after May 7, 
1969, that provides that coverage of a dependent child of an employee or 
other member of the covered group shall terminate upon attainment of the 
limiting age for dependent children specified in the policy, shall also provide 
in substance that attainment of the limiting age shall not operate to 
terminate the coverage of the child while the child is and continues to be 
both: 

(A) Incapable of self-sustaining employment by reason of intellectual or 
physical disability; and 

(B) Chiefly dependent upon the employee or member for support and 
maintenance, provided proof of the incapacity and dependency is fur- 

nished to the insurer by the employee or member within thirty-one (31) 

days of the child’s attainment of the limiting age and subsequently as may 

be required by the insurer, but not more frequently than annually after the 
two-year period following the child’s attainment of the limiting age. 

(3) Any group hospital or medical expense insurance policy or contract 
that is issued to replace an existing group policy or contract shall continue 
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the coverage for those dependents with disabilities covered under the prior 
group insurance policy or contract, regardless of age, in the manner specified 
in subdivisions (a)(1) and (2). The dependents with disabilities covered 
under the prior plan on the date of discontinuance who would be eligible for 
coverage in accordance with the succeeding carrier’s plan of benefits, except 
for the fact that they have attained the limiting age, shall be covered under 
the succeeding carrier’s plan on its effective date so long as they have a 
disability and are dependent under the definitions in subdivisions (b)(1) and 
(2). 

(c)(1) Notwithstanding any other law to the contrary, no insurer, or em- 
ployer or other entity that administers health, medical, or surgical insurance 
or that has an insurance company administering its health services pro- 
gram, and no individual, blanket or group policy of insurance issued 
pursuant to this title, that is entered into, amended, delivered, issued for 
delivery, or renewed by agreement or otherwise, on or after March 17, 1982, 
shall deny, for the reason that the insured or the covered dependent incurred 
no expense, charge, or obligation, a claim for expenses incurred in connection 
with the patient’s hospitalization for hospital, medical or surgical services 
rendered by a nongovernmental, charitable research hospital that bills all 
patients for services rendered but does not enforce by judicial proceedings 
payment from an individual patient in the absence of insurance coverage. 

(2) No expense incurred, individual or group hospital, medical or surgical 

policy issued, delivered, amended or renewed on or after March 17, 1982, or 
employer or other entity that administers health, medical, or surgical 
insurance or that has an insurance company administering its health 
services program, shall except, limit, or reduce benefits or otherwise fail to 
pay for services rendered by a nongovernmental charitable research hospital 
because it bills patients for services rendered, but does not enforce by 
judicial proceedings collection from individual patients in the absence of 
insurance coverage. 
(d)(1) All policies or contracts as described in subdivisions (a)(1) and (2), and 
all ERISA group health plans and health maintenance organizations, are 
prohibited from denying coverage to a child because the child was born out 
of wedlock, was not claimed as a dependent on the parent’s income tax 
return, or does not reside with the parent or in the service area of the entity 
providing health insurance or coverage. 

(2) Should health insurance or coverage be ordered by a court of law or 
administrative order and the parent so ordered is eligible for coverage, the 
insurer, the employer or the ERISA group health plan administrator, 
nonprofit hospital and medical service plan or health maintenance organi- 
zation of the parent so ordered must permit enrollment of the child who is 
otherwise eligible, without regard to any enrollment season restriction. The 
entity providing health insurance or coverage must accept the applications 
for coverage of the child made by either the child’s other parent or the state 
agency administering Title XIX of the Social Security Act (42 U.S.C. § 1396 
et seq.), or the Title IV-D child support enforcement program (42 U.S.C. 
§§ 661-669). 

(3) No entity providing health care benefits may disenroll or eliminate 
coverage under subdivision (d)(2) without satisfactory written evidence that 
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the court or administrative order is no longer in effect or that there is written 
evidence that the child will be enrolled in comparable health coverage 
through another insurer that will take effect not later than the effective date 
of the disenrollment or, in the case of an employer, where the employer has 
eliminated family health coverage for all of its employees. 

(4) No entity providing health care benefits may impose different require- 
ments on a state, as assignee of the rights of a covered individual who is 
enrolled in any insurance program offered in the state, that differ from 
requirements imposed on agents or assignees of any other covered 
individual. 

(5) In cases where the noncustodial parent is providing coverage, all 
entities providing the coverage must provide information to the custodial 
parent, or provider, with the custodial parent’s approval, that is necessary 
for the child to obtain benefits, though that coverage must permit the 
custodial parent or the provider with approval of the custodial parent, to 
submit claims for covered services without the approval of the noncustodial 
parent, and must make payment of the claims directly to the custodial 
parent, the provider, the state agency administering Title XIX or IV-D of the 
Social Security Act or any contractor who has contracted with the state to 


provide medicaid services. 


(6) The commissioner is authorized to adopt rules and standards estab- 
lishing reasonable procedures for use by group health plans to determine 
whether a child is covered under a qualified medical support order. 

(e) All policies and contracts as described in subdivision (a)(2), all ERISA 
group health plans and health maintenance organizations must provide the 
same coverage to adopted children under eighteen (18) years of age as of the 
date of placement for adoption or adoption as for natural children effective 
upon placement of the children, regardless of whether the adoption has become 
final. No preexisting conditions of an adopted child may be used to deny 
coverage if the adoption or placement for adoption occurs while the parent is 


eligible for coverage. 


History. 

Acts 1969, ch. 230, § 1; T.C.A., § 56-1160; 
Acts 1982, ch. 596, § 1; 1985, ch. 206, § 1; 
1986, ch. 773, § 1; 1992, ch. 984, § 1; T.C.A., 
§ 56-7-1005; Acts 1994, ch. 881, § 1; 2011, ch. 
47, §§ 65, 66. 


Compiler’s Notes. 

Benefits under the TennCare program may 
also be available. See the cross reference notes 
for enabling legislation. 

Acts 2011, ch. 47, § 107 provided that noth- 
ing in the legislation shall be construed to alter 
or otherwise affect the eligibility for services or 
the rights or responsibilities of individuals cov- 
ered by the provision on the day before the date 
of enactment of this legislation, which was July 
1, 2011. 

Acts 2011, ch. 47, § 108 provided that the 
provisions of the act are declared to be remedial 


in nature and all provisions of the act shall be 
liberally construed to effectuate its purposes. 


Cross-References. 

Accident and sickness insurance, title 56, ch. 
26. 

Hospital and medical service corporations, 
title 56, ch. 29. 

Hospital service corporations, title 56, ch. 28. 

TennCare enabling bills (Acts 1993, ch. 358), 
codified in §§ 71-5-102 — 71-5-106 and 71-5- 
134. 


Law Reviews. 
Selected Tennessee Legislation of 1986, 54 
Tenn. L. Rev. 457 (1987). 


Attorney General Opinions. 

Shelby County: required compliance with re- 
quirements enacted in 1994, OAG 95-002 
(1/6/95). 
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56-7-2303. Forfeiture and lapse restrictions. 


(a) No insurance company doing business in this state shall declare any life 
insurance policy or any noncancellable or guaranteed renewable accident and 
health insurance policy owned by a resident of this state forfeited or lapsed 
within six (6) months after default in payment of any premium, installment or 
interest, unless a written or printed notice stating the amount of the premium, 
installment or interest due on the policy, the place where it shall be paid and 
the name and address of the person or company to which it is payable, has been 
duly addressed and mailed with the required postage affixed, to the policy 
owner at the policy owner’s last known post office address as shown by the 
records of the insurance company, on or before the day the premium, install- 
ment or interest is due and payable, before the beginning of the period of grace. 
The notice shall also state that unless the premium or other sums are paid to 
the company or its agent, the policy will lapse or be forfeited, except as to 
nonforfeiture options that may be provided for by any life insurance policy. 
“Policy owner,” as used in this section, means the owner of the policy, or other 
person designated as the person to receive premium notices, all as shown by 
the records of the insurance company. 

(b) The affidavit of any responsible officer, clerk or agent of the insurance 
company authorized to mail the notice that it is the standard practice of the 
company to duly address and mail to policyowners the notice required by this 
section shall be prima facie evidence that the notice has been duly given. 

(c) No action shall be maintained to recover under a lapsed or forfeited 
policy on the ground that the insurance company failed to comply with this 
section, unless instituted within two (2) years from the due date upon which 
default was made in paying the premium, installment or interest for which it 
is claimed that lapse or forfeiture ensued. 

(d) This section does not apply to group or group-type policies, to industrial 
life or accident and health policies, to any policies upon which premiums are 
payable monthly or at more frequent intervals, or to policies for which 
premiums are billed to and payable through an employer. 


History. 
Acts 1976, ch. 417, § 7; T.C.A., § 56-1176; 
Acts 1992, ch. 984, § 1; T.C.A. § 56-7-113. 


56-7-2304. Continuation of coverage on group contracts. 


The commissioner is authorized to adopt rules and regulations applicable to 
insurance policies and subscriber contracts provided by an insurance company 
or a nonprofit service corporation on a group or group-type basis establishing 
reasonable requirements for extension of benefits and determination of claim 
liability in the event of discontinuance of coverage for nonpayment of premi- 
ums or replacement of coverage by another carrier. Any rule or regulation shall 
be adopted in accordance with § 56-1-701, and shall provide for any notices 
required that notice to the group policyholder or subscriber contract holder 
shall be deemed notice to the employee, member or subscriber. No rule or 
regulation shall require the extension of coverage, except as to policies or 
contracts issued, altered or amended after the effective date of the regulation. 
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History. 
Acts 1976, ch. 417, § 9; T.C.A., § 56-1177; 
Acts 1992, ch. 984, § 1; T.C.A. § 56-7-114. 


56-7-2305. Group life — Required provisions. 


(a)(1) Subject to the limitations of subdivision (a)(2), no policy of group life 

insurance shall be delivered in this state unless it contains in substance the 

provisions contained in subdivision (a)(3), or provisions that, in the opinion 

of the commissioner, are more favorable to the persons insured, or at least as 

favorable to the persons insured and more favorable to the policyholder. 
(2)(A) Subdivisions (a)(3)(F)-(J) do not apply to policies issued to a 
creditor to insure debtors of the creditor; 

(B) The standard provisions required for individual life insurance 
policies shall not apply to group life insurance policies; and 

(C) Ifthe group life insurance policy is on a plan of insurance other than 
the term plan, it shall contain a nonforfeiture provision or provisions that, 
in the opinion of the commissioner, are equitable to the insured persons 
and to the policyholder, but nothing in this subdivision (a)(2)(C) shall be 
construed to require that group life insurance policies contain the same 
nonforfeiture provisions as are required for individual life insurance 
policies. 

(3) The mandatory provisions referred to in subdivision (a)(1) are: 

(A) A provision that the policyholder is entitled to a grace period of 
thirty-one (31) days for the payment of any premium due except the first, 
during which grace period the death benefit coverage shall continue in 
force, unless the policyholder has given the insurer written notice of 
discontinuance in advance of the date of discontinuance and in accordance 
with the terms of the policy. The policy may provide that the policyholder 
shall be liable to the insurer for the payment of a pro rata premium for the 
time the policy was in force during the grace period; 

(B) A provision that the validity of the policy shall not be contested, 
except for nonpayment of premiums after it has been in force for two (2) 
years from its date of issue; and that no statement made by any person 
insured under the policy relating to the person’s insurability shall be used 
in contesting the validity of the insurance with respect to which the 
statement was made after the insurance has been in force prior to the 
contest for a period of two (2) years during the person’s lifetime nor unless 
it is contained in a written instrument signed by the person; 

(C) A provision that a copy of the application, if any, of the policyholder 
shall be attached to the policy when issued, that all statements made by 
the policyholder or by the persons insured shall be deemed representa- 
tions and not warranties, and that no statement made by any person 
insured shall be used in any contest unless a copy of the instrument is or 
has been furnished to the person or to the person’s beneficiary; 

(D) A provision setting forth the conditions, if any, under which the 
insurer reserves the right to require a person eligible for insurance to 
furnish evidence of individual insurability satisfactory to the insurer as a 
condition to part or all of the person’s coverage; 
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(E) A provision specifying an equitable adjustment of premiums or of 
benefits or of both to be made in the event the age of a person insured has 
been misstated, the provision to contain a clear statement of the method 
of adjustment to be used; 

(F) Aprovision that any sum becoming due by reason of the death of the 
person insured shall be payable to the beneficiary designated by the 
person insured, subject to the policy in the event there is no designated 
beneficiary, as to all or any part of the sum, living at the death of the 
person insured, and subject to any right reserved by the insurer in the 
policy and set forth in the certificate to pay at its option a part of the sum 
not exceeding five hundred dollars ($500) to any person appearing to the 
insurer to be equitably entitled to the sum by reason of having incurred 
funeral or other expenses incident to the last illness or death of the person 
insured; 

(G) A provision that the insurer will issue to the policyholder for 
delivery to each person insured an individual certificate setting forth a 
statement as to the insurance protection to which the person is entitled, to 
whom the insurance benefits are payable, and the rights and conditions 
set forth in subdivisions (a)(3)(H)-(J); 

(H) A provision that if the insurance, or any portion of it, on a person 
covered under the policy ceases because of termination of employment or 
of membership in the class or classes eligible for coverage under the policy, 
the person shall be entitled to have issued to the person by the insurer, 
without evidence of insurability, an individual policy of life insurance 
without disability or other supplementary benefits; provided, that appli- 
cation for the individual policy shall be made, and the first premium paid 
to the insurer, within thirty-one (31) days after the termination; and 
provided, further, that: 

(i) The individual policy shall, at the option of the person, be on any 
one (1) of the forms then customarily issued by the insurer at the age 
and for the amount applied for, except that the group policy may exclude 
the option to elect term insurance; 

(ii) The individual policy shall be in an amount not in excess of the 
amount of life insurance that ceases because of the termination, less the 
amount of any life insurance for which the person is or becomes eligible 
under the same or any other group policy within thirty-one (31) days 
after the termination, except any amount of insurance that has matured 
on or before the date of the termination as an endowment payable to the 
person insured, whether in one (1) sum or in installments or in the form 
of an annuity, shall not, for the purposes of this provision, be included in 
the amount that is considered to cease because of the termination; and 

(iii) The premium on the individual policy shall be at the insurer’s 
then customary rate applicable to the form and amount of the individual 
policy, to the class of risk to which the person then belongs, and to the 
person’s age attained on the effective date of the individual policy; 

(I) Aprovision that if the group policy terminates or is amended so as to 
terminate the insurance of any class of insured persons, every person 
insured under the policy at the date of the termination whose insurance 
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terminates and who has been insured for at least five (5) years prior to the 
termination date shall be entitled to have issued to the person by the 
insurer an individual policy of life insurance, subject to the same condi- 
tions and limitations as are provided by subdivision (a)(3)(H), except that 
the group policy may provide that the amount of the individual policy shall 
not exceed the smaller of: 

(i) The amount of the person’s life insurance protection ceasing 
because of the termination or amendment of the group policy, less the 
amount of any life insurance for which the person is or becomes eligible 
under any group policy issued or reinstated by the same or another 
insurer within thirty-one (31) days after the termination; and 

(ii) Two thousand dollars ($2,000); 

(J) A provision that if a person insured under the group policy dies 
during the period within which the person would have been entitled to 
have an individual policy issued in accordance with subdivision (a)(3)(H) 
or (I) and before the individual policy has become effective, the amount of 
life insurance that the person would have been entitled to have issued 
under the individual policy shall be payable as a claim under the group 
policy, whether or not application for the individual policy or the payment 
of the first premium for the individual policy has been made; and 

(K) In the case of a policy issued to a creditor to insure debtors of the 
creditor, a provision that the insurer will furnish to the policyholder for 
delivery to each debtor insured under the policy a form that will contain a 
statement that the life of the debtor is insured under the policy and that 
any death benefit paid under the policy by reason of the debtor’s death 
shall be applied to reduce or extinguish the indebtedness. 

(b) In the case of a policy that provides that each insured debtor whose 
protection under the group insurance policy terminates by reason of absolute 
assignment by the creditor of the insured debtor’s indebtedness for the 
discharge of which the debtor when incurring the indebtedness had agreed 
upon installment payments over a period of more than ten (10) years, there 
shall be a provision that each insured debtor shall be entitled to have issued to 
the person by the insurer, without evidence of insurability, upon application 
made to the insurer and upon the payment of the premium applicable to the 
class of risk to which the person belongs and to the form and amount of the 
policy at that person’s then attained age within thirty-one (31) days after the 
assignment of the indebtedness, an individual policy of life insurance; pro- 
vided, that the individual policy of life insurance shall be in any one (1) of the 
level premium forms customarily issued by the insurer, except term insurance, 
in an amount equal to the amount of the person’s protection terminated under 
the group insurance policy because of the assignment, less the amount of 
insurance for which the insured debtor may become eligible and qualify under 
any group insurance policy in effect with the assignee at the date of the 
assignment or issued to the assignee within the period of thirty-one (31) days; 
and provided, further, that in the event that the assignment of the indebted- 
ness is made by the creditor at the request of the insured debtor, the insurer 
may require satisfactory evidence of the debtor’s insurability before making 
the individual policy of life insurance effective. If the insured debtor dies 
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during the period within which the debtor would have been entitled to have an 
individual policy issued in accordance with this subsection (b), and before the 
individual policy has become effective, the amount of life insurance that the 
person would have been entitled to have issued under the individual policy 
shall be payable as a claim under the group policy, whether or not application 
for the individual policy or the payment of the first premium for the policy has 
been made. 

(c) If any individual insured under a group life insurance policy delivered in 
this state becomes entitled under the terms of the policy to have an individual 
policy of life insurance issued to the person without evidence of insurability, 
subject to making of application and payment of the first premium within the 
period specified in the policy, and if the individual is not given notice of the 
existence of the right at least fifteen (15) days prior to the expiration date of the 
period, then the individual shall have an additional period within which to 
exercise the right, but nothing contained in this subsection (c) shall be 
construed to continue any insurance beyond the period provided in the policy. 
This additional period shall expire fifteen (15) days after the individual is given 
notice, but in no event shall the additional period extend beyond sixty (60) days 
after the expiration date of the period provided in the policy. Written notice 
presented to the individual or mailed by the policyholder to the last known 
address of the individual or mailed by the insurer to the last known address of 
the individual as furnished by the policyholder shall constitute notice for the 
purpose of this subsection (c). 


Textbooks. 
Tennessee Jurisprudence, 15 Tenn. Juris., 
Insurance, §§ 16, 38. 


History. 

Acts 1957, ch. 122, § 1; 1976, ch. 417, § 6; 
1976, ch. 461, § 1; 1977, ch. 15, § 1; T.C.A., 
§ 56-1141; Acts 1992, ch. 984,§ 1; T.C.A.,§ 56- 
7-601; Acts 1994, ch. 577, § 1. 


Section to Section References. 
This section is referred to in §§ 56-7-204, 


56-7-2306. 
NOTES TO DECISIONS 
Analysis Assurance Co. v. Odle, 547 S.W.2d 939, 1977 
Neh, Tenn. LEXIS 575 (Tenn. 1977). 
1. Section Inapplicable to Certain Policies. t 
2. Proceeds Payable to Beneficiary. 2. Proceeds Payable to Beneficiary. 
3. Common Law Duties. Subdivision (a)(3)(F) of this section merely 
. . insures that proceeds of a group policy will be 

ba SiS aft A enc cchungeae? payable to the beneficiary designated by the 
1. Section Inapplicable to Certain Poli- person insured, the method of designation be- 


ing prescribed by the terms of the policy. Mas- 
sachusetts Mut. Life Ins. Co. v. Henry, 638 
S.W.2d 410, 1982 Tenn. App. LEXIS 395 (Tenn. 
Ct. App. 1982). 


cies. 

Group accidental death and dismemberment 
policies are not group life insurance policies 
under this section. Equitable Life Assurance 
Co. v. Odle, 547 S.W.2d 939, 1977 Tenn. LEXIS 
575 (Tenn. 1977). 


3. Common Law Duties. 
This section does not do away with the com- 


In enacting this section, the general assem- 
bly’s failure to make specific reference to group 
accidental death insurance or disability insur- 
ance requires the holding that the section is 
inapplicable to such insurance. Equitable Life 


mon law duty imposed on the employer to 
notify and advise an employee of the right to 
convert a group insurance policy to an indi- 
vidual policy upon a change in his employment. 
Estate of Saffles v. Reliance Universal, Inc., 701 
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S.W.2d 821, 1985 Tenn. App. LEXIS 2919 
(Tenn. Ct. App. 1985). 


4, Contractual Relationships. 
Where a group insurance policy is nonpartici- 
patory, in that the employee contributes noth- 


Collateral References. 

Binding effects of limitations on or exclusions 
of coverage contained in master group policy 
but not in literature given individual insureds. 
6 A.L.R.4th 835. 

Cancellation or modification of master policy 
as termination of coverage under group policy. 
68 A.L.R.2d 249. 

Group insurance: Provision excluding from 
coverage part-time or temporary employees. 41 
A.L.R.3d 1419. 

Initiation and termination of coverage under 
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ing to the payment of the premiums, no con- 
tractual relationship arises between the 
employee and the insurer. Watson v. Pilot Life 
Ins. Co., 741 S.W.2d 342, 1987 Tenn. App. 
LEXIS 2887 (Tenn. Ct. App. 1987). 


group credit life or disability insurance. 5 
A.L.R.3d 962. 

Nonpayment of premiums as termination of 
individual coverage under group policy. 68 
A.L.R.2d 215. 

Termination of coverage under group policy 
with regard to termination of employment. 68 
A.L.R.2d 8. 

Time of disability or death with regard to 
termination of coverage under group policy. 68 
A.L.R.2d 150. 


56-7-2306. Group life insurance — Prior policies unaffected. 


Section 56-7-2305 does not apply to any policy or contract of group life 
insurance legally in effect March 8, 1957, or any renewal or renewals of the 


policy or contract. 


History. 
Acts 1957, ch. 122, § 3; T.C.A., § 56-1148; 
Acts 1992, ch. 984, § 1; T.C.A., § 56-7-602. 


Textbooks. 
Tennessee Jurisprudence, 15 Tenn. Juris., 
Insurance, § 38. 


56-7-2307. Provisions and conditions required in life insurance poli- 
cies. 


No policy of life insurance shall be issued in this state or be issued by a life 
insurance company organized under the laws of this state unless the policy 
contains the following: 

(1) Payment of Premiums. A provision that all premiums after the first 
shall be payable in advance either at the home office of the company or to an 
agent of the company, upon delivery of a receipt signed by one (1) or more of 
the officers who shall be designated in the policy, when a receipt is requested 
by the policyholder; 

(2) Grace for Payment of Premiums; Interest; Deduction for 
Death. A provision for a grace of one (1) month for the payment of every 
premium after the first year, which may be subject to an interest charge, 
during which month the insurance shall continue in force, which provision 
may contain a stipulation that if the insured dies during the month of grace, 
the overdue premium will be deducted in any settlement under the policy; 

(3) Policy is Entire Contract; Incontestability; Exceptions. A pro- 
vision that the policy shall constitute the entire contract between the 
parties, and shall be incontestable after it has been in force during the 
lifetime of the insured for a specified period, not more than two (2) years 
from its date, except for nonpayment of premiums and except for violations 
of the conditions of the policy relating to naval and military services in time 
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of war; 

(4) Statements Are Representations and Not Warranties in Ab- 
sence of Fraud; Written Application Made Part of Policy. A provision, 
except in industrial policies, that all statements made by the insured shall, 
in the absence of fraud, be deemed representations and not warranties, and 
that no such statement shall void the policy unless it is contained in a 
written application, and a copy of the application is endorsed upon or 
attached to the policy when issued; 

(5) Amount Payable Where Age Understated. A provision that if the 
age of the insured is understated, the amount payable under the policy shall 
be that which the premium would have purchased at the correct age; 

(6) Participation in Surplus. In a case of participating policy, a provi- 
sion that the policy shall participate annually in the divisible surplus of the 
company beginning not later than the end of the third policy year, and any 
policy containing provision for annual participation at the end of the first 
policy year may also provide that the dividend be paid, subject to the 
payment of the full premium for the second policy year. The insured under 
any annual dividend policy shall have the right each year to have the 
dividend arising from the participation either paid in cash or applied in 
reduction of premiums, or applied to the purchase of paid-up additional 
insurance, or left to accumulate to the credit of the policy with interest at a 
rate determined from time to time by the company, but not less than a 
guaranteed minimum rate specified in the policy; and payable at the 
maturity of the policy but withdrawable at any time. If the insured fails to 
notify the company in writing of the election within the period of grace 
allowed for the payment of premium, the policy shall provide which of the 
options are effective; provided, that this sentence does not apply to any 
policy issued to any plan or trust having qualified status under subchapter 
D, part I, subtitle A of the Internal Revenue Code of 1954 (26 U.S.C. § 401 
et seq.), nor under § 501(a) of the Internal Revenue Code of 1954 (26 U.S.C. 
§ 501(a)). This subdivision (6), however, shall not require any individual 
participating term insurance policy to contain a dividend option under which 
the dividend may be applied to the purchase of paid-up additional insurance; 

(7) Loans on Policies; Exception. A provision that after three (3) full 
years’ premiums have been paid, the company, at any time while the policy 
is in force, will advance on proper assignment of the policy and on the sole 
security of the policy, at a specified rate of interest, a sum equal to, or at the 
option of the owner of the policy, less than the amount required by 
§ 56-7-2309 under the conditions specified by § 56-7-2309; and that the 
company will deduct from the loan value any existing indebtedness on the 
policy and any unpaid balance of the premium for the current policy year, 
and may collect interest in advance on the loan to the end of the current 
policy year. It shall be further stipulated in the policy that failure to repay 
any advance or to pay interest shall not void the policy unless the total 
indebtedness on the policy to the company equals or exceeds the loan value 
at the time of the failure, nor until one (1) month after notice has been 
mailed by the company to the last known address of the insured and of the 
assignee, if any. No condition other than as provided in this subdivision (7) 
or in § 56-7-2309 shall be exacted as a prerequisite to the advance. This 
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provision shall not be required in term insurance; 

(8) Nonforfeiture Benefits; Cash Surrender Value. A provision for 
nonforfeiture benefits and cash surrender values in accordance with the 
requirements of § 56-7-312 or § 56-7-401; 

(9) Table Showing Loan Values and Options. A table showing in 
figures the loan values and the options available under the policies each year 
upon default in premium payments during at least the first twenty (20) 
years of the policy; 

(10) Value of Policy to Be Applied for Other Insurance; Reinstate- 
ment Within Three (3) Years After Default. A provision that if, in event 
of default in premium payments, the value of the policy shall be applied to 
the purchase of other insurance; and if the insurance shall be in force and 
the original policy shall not have been surrendered to the company and 
cancelled, the policy may be reinstated within three (3) years from the 
default upon evidence of insurability satisfactory to the company and 
payment of arrears of premiums, with interest; 

(11) Settlement Upon Proof of Death. A provision that when a policy 
becomes a claim by the death of the insured, settlement shall be made upon 
receipt of due proof of death, or not later than two (2) months after receipt of 
the proof; 

(12) Table to Show Installment Payments of Policy. A table showing 
the amounts of installments in which the policy may provide its proceeds 
may be payable; 

(13) Provisions Not Applicable to Single Premium Policies Need 
Not Be Incorporated in Single Premium Policies. Any of subdivisions 
(1)-(12) or portions of subdivisions (1)-(12) relating to premiums not appli- 
cable to single premium policies shall to that extent not be incorporated in 
the single premium policies. 


History. 

Acts 1907, ch. 457, § 1; Shan., § 3348a8; 
mod. Code 1932, § 6179; Acts 1945, ch. 56, § 3; 
C. Supp. 1950, § 6179; Acts 1953, ch. 181, § 1; 
1973, ch. 124, § 1; 1976, ch. 417, §§ 1-3; 1977, 
ch. 86, § 1; T.C.A. (orig. ed.), § 56-1111; Acts 
1992, ch. 984, § 1; T.C.A., § 56-7-301. 


Section to Section References. 

This section is referred to in §§ 56-3-509, 
56-7-308, 56-7-310, 56-7-311, 56-7-906, 56-7- 
2308, 56-7-2309, 56-42-107. 


Textbooks. 
Tennessee Jurisprudence, 15 Tenn. Juris., 
Insurance, §§ 16, 17, 28, 483—62, 69, 71, 96. 


Law Reviews. 
Contracts — Insurance — Expiration of 
Grace Period on Sunday, 20 Tenn. L. Rev. 693. 
Less Protection: Revisions Narrow Scope of 
Tennessee Consumer Protection Act (James M. 
Davis), 49 Tenn. B.J. 12 (2013). 
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19. —Suit on Policy. 

20. Policy Constitutes Entire Contract. 
21. Incontestability. 

22. —Effect. 

23. —Exceptions. 

24. —Construction. 

25. —Period of Incontestability. 

26. —Incontestability for Fraud. 

27. —Defense of Suicide. 

28. —Effect on Other Clauses. 

29. —Effect of Death Within Period. 
30. —Suits Under Policy. 

31. —Defenses Not Precluded. 

32. —Evidence. 

33. —Directed Verdict. 

34. Representations. 

35. —Construction. 

36. —Agreements. 

37. —Intentional Omissions. 

38. —Attaching Application — Requirement. 
39. — —Exceptions to Rule. 

40. Loans. 

41. —Construction. 

42. —Interest. 

43. —Default on Premium. 

44. Nonforfeiture Provisions. 

45. Options. 


1. Payment of Premiums. 


2. —Notice of Maturity. 

Where the policy fixes definitely the amount 
of the premium and the time of payment, the 
insurance company is under no obligation to 
give the insured notice of the amount and 
maturity of such premium, in the absence of a 
statute or an express or implied agreement to 
do so, or a course of conduct making such notice 
necessary. Mills v. National Life Ins. Co., 136 
Tenn. 350, 189 S.W. 691, 1916 Tenn. LEXIS 139 
(1916). 

The testimony of the general manager of the 
insurance company that he had sent to the 
insured no notice of the maturity of premium 
and interest payments, and that he could not 
say whether the local agent had sent such 
notice, but presumed that he had, is too indefi- 
nite to show such a course of conduct as would 
render it necessary to give such notice before 
declaring a forfeiture of the policy. Mills v. 
National Life Ins. Co., 1386 Tenn. 350, 189 S.W. 
691, 1916 Tenn. LEXIS 139 (1916). 


3. —Payment from Cash Value. 

By the terms of the policy, the period creating 
a cash value may be shortened to two years, but 
until the premiums have been paid for the 
specified period, there is no cash value, which 
the insurer is obligated to apply to the payment 
of premiums to prevent a lapse of the policy. 
Umstattd v. Metropolitan Life Ins. Co., 21 
Tenn. App. 312, 110 S.W.2d 342, 1937 Tenn. 
App. LEXIS 36 (Tenn. Ct. App. 1937). 

Provision of life insurance policy that insured 
could request the company to keep the policy in 


POLICIES AND POLICYHOLDERS 


56-7-2307 


force by charging premium and interest pay- 
ments against the policy until such accumu- 
lated indebtedness “equals or exceeds the cash 
value thereunder” did not obligate the company 
to advance a premium in excess of the cash 
value of the policy contrary to the provisions of 
this section that all premiums are to be paid in 
advance. Compton v. Phoenix Mut. Life Ins. 
Co., 177 Tenn. 210, 147 S.W.2d 411, 1940 Tenn. 
LEXIS 29 (1941). 


4, —Waiver of Advance Payment. 

A condition precedent that a policy of insur- 
ance shall not be effective or binding until the 
actual payment of the premium is waived by 
delivery of the policy, without demanding such 
payment; and a general agent, acting within 
the apparent scope of his authority, may waive 
the condition and may waive the cash payment 
of premium and deliver the policy; and the 
delivery, if absolute and unconditional and 
without fraud, will bind the company, though 
the delivery was made contrary to his general 
instructions, in the absence of any special in- 
structions. Southern Life Ins. Co. v. Booker, 56 
Tenn. 606, 1872 Tenn. LEXIS 182, 24 Am. Rep. 
344 (1872); Murphy v. Southern Life Ins. Co., 
62 Tenn. 440, 1874 Tenn. LEXIS 77, 27 Am. R. 
761 (1874); American Cent. Ins. Co. v. McCrea, 
Maury & Co., 76 Tenn. 513, 1881 Tenn. LEXIS 
40, 41 Am. Rep. 647 (1881); Equitable Ins. Co. v. 
McCrea, Maury & Co., 76 Tenn. 541, 1881 
Tenn. LEXIS 42 (1881); Home Ins. Co. v. Stone 
River Nat'l] Bank, 88 Tenn. 369, 12 S.W. 915, 
1889 Tenn. LEXIS 59 (1890); Aetna Life Ins. 
Co. v. Fallow, 110 Tenn. 720, 77 S.W. 987, 1903 
Tenn. LEXIS 86 (1903); Sugg v. Equitable Life 
Assurance Soc., 116 Tenn. 658, 94 S.W. 936, 
1906 Tenn. LEXIS 18 (1906). 


5. —Waiver of Payment of Premium Note. 

Where it was claimed that the delivery of the 
policy was conditional, and that its validity 
depended upon the payment of a premium note 
which was taken up with a draft, it was com- 
petent to prove the terms upon which the draft 
was accepted, in order to show whether the 
payment of the note was waived by its accep- 
tance; and the taking of another note in pay- 
ment of the draft, providing for a conventional 
rate of interest after its maturity, and demand 
of payment several times after its maturity, 
may be shown as indicating that the note was 
to be operative after maturity, and that its 
nonpayment was not to work a forfeiture of the 
policy. Southern Life Ins. Co. v. Booker, 56 
Tenn. 606, 1872 Tenn. LEXIS 182, 24 Am. Rep. 
344 (1872). 


6. —Acts of Employees Binding Insurer. 
The subagent or clerk of a general agent of an 
insurance company, when acting in the course 
of his employment and within the general scope 
of the authority of such general agent, may 
bind the company by his acts. Aetna Life Ins. 
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Co. v. Fallow, 110 Tenn. 720, 77 S.W. 937, 1903 
Tenn. LEXIS 86 (1903). 


7. — —Bookkeeper. 

A bookkeeper without authority to waive 
forfeiture of life policy for nonpayment of pre- 
miums cannot effect a waiver by accepting 
overdue premiums. Nashville Life Ins. Co. v. 
Ewing, 61 Tenn. 305, 1872 Tenn. LEXIS 376 
(1872). 


8. — —Ratification of Acts of Employees. 

Though the agent delivers the policy in the 
first instance without authority, yet if the de- 
livery is afterwards ratified by the company, it 
will be binding. It is proper for the trial judge to 
instruct the jury not only as to what constitutes 
a ratification, but that certain acts, if proved, 
would of themselves amount to a ratification, 
where such acts do, as a matter of law, amount 
to a ratification. Southern Life Ins. Co. v. 
Booker, 56 Tenn. 606, 1872 Tenn. LEXIS 182, 
24 Am. Rep. 344 (1872); Hart, Teneray & Co. v. 
N.T. Dixon & Bro., 73 Tenn. 336, 1880 Tenn. 
LEXIS 133 (1880). 


9. —Estoppel. 

It has been held in a number of cases where 
the policy has been delivered unconditionally 
and without fraud, acknowledging upon its face 
the payment of the premium, the insurance 
company is estopped from denying the payment 
as a ground of forfeiture; but may show the fact 
in order to collect the same, or deduct it from 
the amount of the policy sought to be recovered. 
Southern Life Ins. Co. v. Booker, 56 Tenn. 606, 
1872 Tenn. LEXIS 182, 24 Am. Rep. 344 (1872). 


10. —Refusal of Depository to Pay Premi- 
ums. 

Where, in accordance with the agreement as 
to the method of payment of the premiums, 
funds for such payments were placed with the 
railroad company for which the insured 
worked, and were properly there at the time of 
the death of the insured, and when the insur- 
ance company made demand under the agree- 
ment, but the railroad company refused pay- 
ment upon the ground that the deceased 
insured was no longer in its service, though it 
had the money in its hands, the policy did not 
lapse, and the insurance company could claim 
only a deduction of the amount of the current 
premium. Patton v. Continental Casualty Co., 
119 Tenn. 364, 104 S.W. 305, 1907 Tenn. LEXIS 
11 (1907), overruled, Cox v. Fidelity-Phenix 
Fire Ins. Co., 203 Tenn. 386, 313 S.W.2d 429, 
1958 Tenn. LEXIS 315 (1958), overruled in part 
on other grounds, Cox v. Fidelity-Phenix Fire 
Ins. Co., 203 Tenn. 386, 313 S.W.2d 429, 1958 
Tenn. LEXIS 315 (1958). 


11. Grace Period. 

Since T.C.A. § 56-7-2307 requires that life 
insurance policies contain a grace period of one 
month, the days of that grace period should be 
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counted as provided by § 1-3-102. Flowers v. 
Provident Life & Acci. Ins. Co., 713 S.W.2d 69, 
1986 Tenn. LEXIS 765 (Tenn. 1986). 

A life insurance policy’s 31-day grace period 
which ends on a Sunday is extended to the next 
business day. Flowers v. Provident Life & Acci. 
Ins. Co., 713 S.W.2d 69, 1986 Tenn. LEXIS 765 
(Tenn. 1986). 


12. —Rule Independent of Section. 

Policy expiring at noon is not lapsed before 
death of insured occurring early on the morning 
of that day, and this was so held independent of 
this statute. Edington v. Michigan Mut. Life 
Ins. Co., 1384 Tenn. 188, 183 S.W. 728, 1915 
Tenn. LEXIS 157 (1915). 


13. —Group Insurance. 

Where group insurance policy provided that 
insured had option of conversion within 31 days 
after date of termination of the policy, and the 
policy was terminated on December 10, 1930, 
and insured died on January 7, 1931, and no 
steps were taken to keep the insurance in force 
during the period of grace, no recovery may be 
had on policy. Missouri State Life Ins. Co. v. 
Hinkle, 18 Tenn. App. 228, 74 S.W.2d 1082, 
1934 Tenn. App. LEXIS 24 (Tenn. Ct. App. 
1934). 


14. —Indulgence of Insurer. 

The insurer’s mere voluntary indulgence in 
the payment of particular premiums, without 
agreement for like indulgence in respect of 
future premiums, or without a course of dealing 
implying such agreement, does not constitute a 
waiver of forfeiture for failure to pay premiums 
when due; nor does the insurer’s acceptance of 
overdue premiums when the insured was in 
good health bind it to accept premiums for the 
purpose of avoiding a forfeiture where they are 
not tendered until after the insured’s death. 
Thompson v. Fidelity Mut. Life Ins. Co., 116 
Tenn. 557, 92 S.W. 1098, 1906 Tenn. LEXIS 13, 
115 Am. St. Rep. 823, 6 L.R.A. (n.s.) 1039 
(1906). 


15. —Default After Extension. 

A policy stipulating that failure to receive 
premium “on or before extension date” should 
automatically terminate policy is enforceable 
unless payment of the premium was waived. 
Bank of Commerce & Trust Co. v. Northwestern 
Nat’l Life Ins. Co., 160 Tenn. 551, 26 S.W.2d 
135, 1929 Tenn. LEXIS 132, 68 A.L.R. 1380 
(1930). 


16. —Revival After Default. 

The policy cannot be revived without a new 
contract, where the policy provided that it 
should be void if the premiums were not paid 
when due, or within a specified time. Edington 
v. Michigan Mut. Life Ins. Co., 134 Tenn. 188, 
183 S.W. 728, 1915 Tenn. LEXIS 157 (1915). 


17. —Reinstatement. 
This provision becomes operative as a part of 
the policy, where the policy was issued before 
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this statute and was reinstated after it went 
into effect. Edington v. Michigan Mut. Life Ins. 
Co., 134 Tenn. 188, 183 S.W. 728, 1915 Tenn. 
LEXIS 157 (1915). 


18. —Policies Not Covered. 

An industrial insurance contract written in 
1920 is not one which the statute required 
should provide for payment of premiums within 
a period of grace after due date. Cochran v. 
National Life & Acci. Ins. Co., 167 Tenn. 95, 66 
S.W.2d 996, 1933 Tenn. LEXIS 10 (1934). 

The 30 days of grace statute does not apply to 
fraternal and benevolent associations. Allen v. 
Grand Lodge, K. P., 20 Tenn. App. 438, 95 S.W.2d 
65, 1936 Tenn. App. LEXIS 3 (Tenn. Ct. App. 
1936). 

The provisions of this act, the purpose of 
which is to standardize life insurance policies, 
have no application to accident policies. Inter- 
state Life & Acci. Co. v. Hunt, 171 Tenn. 119, 
100 S.W.2d 987, 1936 Tenn. LEXIS 69 (1937). 


19. —Suit on Policy. 

In suit on policy, the bill alleging liability 
under subdivision (2) although stating only 
that the policy lapsed after the “passage” of the 
statute, was sufficient when taken for con- 
fessed. Edington v. Michigan Mut. Life Ins. Co., 
134 Tenn. 188, 183 S.W. 728, 1915 Tenn. LEXIS 
157 (1915). 


20. Policy Constitutes Entire Contract. 

If an insurance company publicly advertises 
that it has made its annual life policies, “now in 
force or hereafter to be issued,” nonforfeiting by 
extending the full amount of the insurance over 
a definite period of time, to be ascertained in a 
particular mode, the policyholders may claim 
the benefit of the extension, though there is no 
clause in the policy to that effect. Smith v. St. 
Louis Mut. Life Ins. Co., 2 Cooper’s Tenn. Ch. 
727 (1877). 

The prospectus of an insurance company is 
not made a part of the policy or contract by an 
endorsement on the policy that it may be had 
gratis; and its statements in such case would 
only be representations, and not parts of the 
contract, and could only be looked to on the 
question of fraud which would avoid the con- 
tract. Knickerbocker Life Ins. Co. v. Heidel, 76 
Tenn. 488, 1881 Tenn. LEXIS 37 (1881). 


21. Incontestability. 


22. —Effect. 

Incontestability clauses such as codified in 
this section, while precluding the raising of the 
defense that an insurance policy is invalid, do 
not affect the raising of coverage questions by 
the insurer. Searcy v. Fidelity Bankers Life Ins. 
Co., 656 S.W.2d 39, 1983 Tenn. App. LEXIS 598 
(Tenn. Ct. App. 1983). 


23. —Exceptions. 
Where the statute in effect at the time of the 
issuance of the life insurance policy expressly 
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excluded life insurance from the two-year in- 
contestability clause, it will control over a stat- 
ute in effect at the time the policy was being 
sued on including life insurance within the 
two-year incontestability clause. Home Ben. 
Ass'n v. McClain, 20 Tenn. App. 24, 95 S.W.2d 
53, 1935 Tenn. App. LEXIS 4 (Tenn. Ct. App. 
1935). 

Where life insurance policy contained provi- 
sions for disability benefits and for double in- 
demnity in event of accidental death a clause 
stating “This policy, except as to the provisions 
relating to Disability and Double Indemnity, 
shall be (a) Incontestable after it has been in 
force ... for a period of one year ...” excepted 
disability and double indemnity benefits from 
incontestability provision. Smith v. Equitable 
Life Assurance Soc., 169 Tenn. 477, 89 S.W.2d 
165, 1935 Tenn. LEXIS 73 (1936). 

Since the incontestable stipulation as re- 
quired by subdivision (3) runs from the date of 
the policy, it could not in the first instance run 
against nonpayment of premiums or military 
service and such exceptions are mere surplus- 
age so that the rule that the exceptions 
strengthen the general provision is without 
application. Columbian Mut. Life Ins. Co. v. 
Martin, 175 Tenn. 517, 136 S.W.2d 52, 1939 
Tenn. LEXIS 69 (1940). 


24, —Construction. 

A life policy is incontestable on account of any 
false or fraudulent statement or representation 
contained in the application or medical exami- 
nation, upon the faith of which it was issued, 
where there occurs in the conditions endorsed 
upon the policy a provision in these words: 
“Except as hereinbefore provided, this policy 
shall be incontestable ...” The exception to 
incontestability refers to and includes only the 
matters endorsed on the policy that precede the 
clause quoted. Union Cent. Life Ins. Co. v. Fox, 
106 Tenn. 347, 61 S.W. 62, 1900 Tenn. LEXIS 
166 (1901). 

Where a life insurance policy provided that it 
should be incontestable after three years, if the 
premiums should be paid when due, such 
clause must be construed to mean that the 
policy shall be incontestable for causes other 
than the nonpayment of premiums. Thompson 
v. Fidelity Mut. Life Ins. Co., 116 Tenn. 557, 92 
S.W. 1098, 1906 Tenn. LEXIS 13, 115 Am. St. 
Rep. 823, 6 L.R.A. (n.s.) 1039 (1906). 

The legislature, in passing this act, must be 
presumed to have had knowledge of the fact of 
the earlier judicial definition of the word “in- 
contestable,” which had become a word of art 
with a technical and limited meaning, and to 
have intended that it be given exactly the same 
construction. Aetna Life Ins. Co. v. Hooker, 62 
F.2d 805, 1933 U.S. App. LEXIS 3861 (6th Cir. 
Tenn. 1933), cert. denied, Hooker v. Aetna Ins. 
Co., 289 U.S. 748, 53 S. Ct. 691, 77 L. Ed. 1494, 
1933 U.S. LEXIS 373 (1933), cert. denied, 
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Hooker v. Aetna Ins. Co., 289 U.S. 748, 53S. Ct. 
691, 77 L. Ed. 1494, 1933 U.S. LEXIS 373 
(1933). 

The courts of Tennessee limit the effect of the 
incontestable clause to questions arising out of 
the validity of an issued policy. McDonald v. 
Mutual Life Ins. Co., 108 F.2d 32, 1939 U.S. 
App. LEXIS 2497 (6th Cir. Tenn. 1939), cert. 
denied, McDonald v. Mutual L. Ins. Co., 309 
U.S. 679, 60 S. Ct. 717, 84 L. Ed. 1023, 1940 
U.S. LEXIS 816 (1940), cert. denied, McDonald 
v. Mutual L. Ins. Co., 309 U.S. 679, 60 S. Ct. 
717, 84 L. Ed. 1023, 1940 U.S. LEXIS 816 
(1940). 

Provision of industrial life insurance policy 
that such policy should be incontestable after it 
was in force for two years, except for fraud, 
nonpayment of premium or misstatement of 
age, subject to the restrictions as to military, 
naval or air service, was not a mandate as to 
coverage but simply meant that within the 
limits of the coverage the policy should stand, 
unaffected by any defense that it was invalid at 
its inception, or thereafter became invalid by 
reason of a condition broken. Carothers v. At- 
lanta Life Ins. Co., 178 Tenn. 485, 159 S.W.2d 
830, 1941 Tenn. LEXIS 79 (1942). 


25. —Period of Incontestability. 

A provision or stipulation in a life policy that 
it shall be incontestable after one year, if the 
premiums are paid, operates to preclude the 
insurer, after the year has elapsed and the 
premiums have been paid, from denying his 
liability upon the ground that the policy was 
obtained by fraudulent misrepresentation, or 
upon any other ground going to the original 
validity of the policy. Clement v. New York Life 
Ins. Co., 101 Tenn. 22, 46 S.W. 561, 1898 Tenn. 
LEXIS 28, 70 Am. St. Rep. 650, 42 L.R.A. 247 
(1898). 

A policy becomes incontestable at once where 
it stipulates that it shall be incontestable with- 
out fixing any limit of time when it shall be- 
come incontestable. Union Cent. Life Ins. Co. v. 
Fox, 106 Tenn. 347, 61 S.W. 62, 1900 Tenn. 
LEXIS 166 (1901). 

A provision for incontestability after one year 
was not void as in conflict with subdivision (3), 
such limitation being favorable to insured, and 
the insurer having a right to restrict to the 
shorter period. Thistle v. Equitable Life Assur- 
ance Soc., 149 Tenn. 667, 261 S.W. 667, 1923 
Tenn. LEXIS 123 (1924). 

Life insurance policy less than two years old 
could be contested by insurer. National Life & 
Accident Ins. Co. v. Atwood, 29 Tenn. App. 141, 
194 $.W.2d 350, 1946 Tenn. App. LEXIS 116 
(1946). 


26. —Incontestability for Fraud. 

A stipulation in a life policy that it shall be 
incontestable on account of any false or fraudu- 
lent statement or representation contained in 
the application or medical examination, upon 
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the faith of which it was issued, is not void as 
against public policy. Union Cent. Life Ins. Co. 
v. Fox, 106 Tenn. 347, 61 S.W. 62, 1900 Tenn. 
LEXIS 166 (1901). 


27. —Defense of Suicide. 

Suicide committed over two years after date 
of policy is no defense to action on the policy. 
Silliman v. International Life Ins. Co., 131 
Tenn. 303, 174 S.W. 1131, 1914 Tenn. LEXIS 
108, L.R.A. (n.s.) 1915F707 (1915); Jackson v. 
Loyal Additional Ben. Ass’n, 140 Tenn. 495, 205 
S.W. 318, 1917 Tenn. LEXIS 155 (1918). 

The incontestable provision has no applica- 
tion to a case of self-destruction occurring 
within a stipulated period. Scales v. Jefferson 
Standard Life Ins. Co., 155 Tenn. 412, 295 S.W. 
58, 1926 Tenn. LEXIS 61, 55 A.L.R. 537 (1927). 

Incontestability clause in industrial life in- 
surance policy in accordance with the provi- 
sions of subdivision (3) did not annul the pro- 
visions of another clause in the _ policy 
specifically exempting suicide from the cover- 
age of the policy. Carothers v. Atlanta Life Ins. 
Co., 178 Tenn. 485, 159 S.W.2d 830, 1941 Tenn. 
LEXIS 79 (1942). 


28. —Effect on Other Clauses. 

The stipulation that renders a life policy 
incontestable after one year, if the premiums 
are paid, so far limits another provision 
therein, as well as the general rule of law, that 
fraud vitiates the policy, as to require the 
insurer to discover the fraud and seek relief 
within the year. Clement v. New York Life Ins. 
Co., 101 Tenn. 22, 46 S.W. 561, 1898 Tenn. 
LEXIS 28, 70 Am. St. Rep. 650, 42 L.R.A. 247 
(1898). 

The incontestable clause refers to contest or 
defense as against the beneficiary or the bona 
fide assignee of the policy. It is the policy itself 
which is made incontestable, not the right of a 
particular plaintiff to recover, regardless of his 
interest in or title to the policy or proceeds. 
Aetna Life Ins. Co. v. Hooker, 62 F.2d 805, 1933 
U.S. App. LEXIS 3861 (6th Cir. Tenn. 1933), 
cert. denied, Hooker v. Aetna Ins. Co., 289 U.S. 
748, 53 S. Ct. 691, 77 L. Ed. 1494, 1933 U.S. 
LEXIS 373 (1933), cert. denied, Hooker v. Aetna 
Ins. Co., 289 U.S. 748, 53 S. Ct. 691, 77 L. Ed. 
1494, 1933 U.S. LEXIS 373 (1933). 


29. —Effect of Death Within Period. 

A provision of a life policy that it “shall be 
incontestable after one year from date of its 
issue, except for nonpayment of premiums,” is 
unaffected by the death of the insured within . 
the year, on the theory that the contract of 
insurance became a mature demand upon the 
death of the insured and that, by that event, 
liability or nonliability became fixed. Humps- 
ton v. State Mut. Life Assurance Co., 148 Tenn. 
439, 256 S.W. 438, 1923 Tenn. LEXIS 34, 31 
A.L.R. 78 (1923). 
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Period of incontestability must expire during 
the lifetime of the insured and death of insured 
during the specified period tolls the period of 
limitation. Lincoln American Life Ins. Co. v. 
Stephens, 60 Tenn. App. 221, 445 S.W.2d 910, 
1969 Tenn. App. LEXIS 314 (Tenn. Ct. App. 
1969). 

Where clause in life insurance policy pro- 
vided that policy would be incontestable after it 
had been in effect during the lifetime of the 
insured for two years from date of issue and 
insured died within that period, insurance com- 
pany was not precluded from bringing suit to 
contest policy even though suit was not com- 
menced within two years from date of issue of 
policy. Lincoln American Life Ins. Co. v. Ste- 
phens, 60 Tenn. App. 221, 445 S.W.2d 910, 1969 
Tenn. App. LEXIS 314 (Tenn. Ct. App. 1969). 


30. —Suits Under Policy. 

The running of the period of a year limited by 
a life policy for contest thereof is not suspended 
by beneficiary's suit brought on the policy 
within the year. Humpston v. State Mut. Life 
Assurance Co., 148 Tenn. 439, 256 S.W. 438, 
1923 Tenn. LEXIS 34, 31 A.L.R. 78 (1923). 

The fact that, before the insurer could pres- 
ent its defense in an action on a life policy, the 
policy would become incontestable would be a 
special circumstance peculiar to the case, giv- 
ing jurisdiction to equity to entertain a suit to 
enjoin the beneficiary’s action on the policy. 
Humpston v. State Mut. Life Assurance Co., 
148 Tenn. 439, 256 S.W. 438, 1923 Tenn. LEXIS 
34, 31 A.L.R. 78 (1923). 

An incontestable provision in a life insurance 
policy in accordance with the provisions of 
subdivision (3) did not bar a suit by the insur- 
ance company to avoid the policy on the ground 
that the policy was procured by a third party 
with the intention of having the insured mur- 
dered for the proceeds of the policy even though 
the murder occurred more than two years after 
the issuance of the policy. Columbian Mut. Life 
Ins. Co. v. Martin, 175 Tenn. 517, 136 S.W.2d 
52, 1939 Tenn. LEXIS 69 (1940). 


31. —Defenses Not Precluded. 
Incontestable clause in life insurance policy 
does not preclude defense that plaintiff, in suit 
on policy, was not a bona fide assignee and was 
without insurable interest in life of insured who 
was but a tool acting as plaintiffs agent in 
signing application and receiving policy, so that 
policy was void as gambling or wagering con- 
tract. Aetna Life Ins. Co. v. Hooker, 62 F.2d 805, 
1933 U.S. App. LEXIS 3861 (6th Cir. Tenn. 
1933), cert. denied, Hooker v. Aetna Ins. Co., 
289 U.S. 748, 53S. Ct. 691, 77 L. Ed. 1494, 1933 
U.S. LEXIS 373 (1933), cert. denied, Hooker v. 
Aetna Ins. Co., 289 U.S. 748, 53S. Ct. 691, 77 L. 
Ed. 1494, 1933 U.S. LEXIS 373 (1933). 
Notwithstanding the provision of this section 
making life insurance policies incontestable af- 
ter the lapse of two years from the date of 
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issuance, such policies are subject to the de- 
fense that the assignee of the policy has no 
insurable interest in the life of the insured and 
procured the policy exclusively for his own 
benefit, and subsequently took an assignment 
of the policy from the insured in furtherance of 
the initial fraud, where the assignee paid all 
the premiums due under the policy. Aetna Life 
Ins. Co. v. Hooker, 62 F.2d 805, 1933 U.S. App. 
LEXIS 3861 (6th Cir. Tenn. 1933), cert. denied, 
Hooker v. Aetna Ins. Co., 289 U.S. 748, 53 S. Ct. 
691, 77 L. Ed. 1494, 1933 U.S. LEXIS 373 
(1933), cert. denied, Hooker v. Aetna Ins. Co., 
289 U.S. 748, 53S. Ct. 691, 77 L. Ed. 1494, 1933 
U.S. LEXIS 373 (1933). 

The incontestability stipulation as provided 
for in subdivision (3) relates only to the issu- 
ance of the policy and representations made to 
obtain it, and was not intended that such stipu- 
lation should operate to cut off a right of action 
or a defense that did not arise until after the 
period of contestability had expired. Columbian 
Mut. Life Ins. Co. v. Martin, 175 Tenn. 517, 136 
S.W.2d 52, 1939 Tenn. LEXIS 69 (1940). 


32. —Evidence. 

Evidence to impeach a life policy for fraud in 
its procurement is not admissible to defeat the 
suit of the beneficiary, or that of a bona fide 
assignee, when the policy, by its terms, has 
become incontestable; but such evidence is com- 
petent and admissible in a suit upon an incon- 
testable policy by the assignee, where it is 
insisted that the procurement and transfer of 
the policy were parts of a fraudulent scheme to 
evade the law forbidding wagering policies. 
Clement v. New York Life Ins. Co., 101 Tenn. 
22, 46 S.W. 561, 1898 Tenn. LEXIS 28, 70 Am. 
St. Rep. 650, 42 L.R.A. 247 (1898); Bendet v. 
Ellis, 120 Tenn. 277, 120 Tenn. 277, 111 S.W. 
795, 1907 Tenn. LEXIS 48, 127 Am. St. Rep. 
1000, 18 L.R.A. (n.s.) 114 (1907). 


33. —Directed Verdict. 

The plaintiff in an action on a life policy, by 
failing to plead expressly its clause making it 
incontestable, did not waive the same with the 
result that he could not take advantage of and 
rely on it in his motion for a directed verdict, 
where he made profert of the policy in his 
declaration, and introduced it in evidence, and 
read the clause to the court and jury, so that it 
became a part of the record. Humpston v. State 
Mut. Life Assurance Co., 148 Tenn. 439, 256 
S.W. 438, 1923 Tenn. LEXIS 34, 31 A.L.R. 78 
(1923). 


34. Representations. 


35. —Construction. 

Subdivision (4) is to be strictly construed and 
nothing is to be read into it by construction. 
Linder v. Metropolitan Life Ins. Co., 148 Tenn. 
236, 255 S.W. 43, 1923 Tenn. LEXIS 12 (1923). 

Subdivision (4) implies that fraudulent state- 
ments made by the insured may be construed 
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as warranties rather than representations. 
Duncan v. Penn Mut. Life Ins. Co., 17 Tenn. 
App. 62, 65 S.W.2d 882, 1933 Tenn. App. LEXIS 
46 (Tenn. Ct. App. 1933). 


36. —Agreements. 

The parties to an insurance contract may 
agree that the policy shall be void if before its 
date insured has had any one of certain speci- 
fied diseases, or has been attended by a physi- 
cian for any serious disease or complaint. Life 
& Casualty Ins. Co. v. Runnion, 20 Tenn. App. 
13, 94 S.W.2d 405, 19385 Tenn. App. LEXIS 1 
(Tenn. Ct. App. 1935). 


37. —Intentional Omissions. 

An applicant for a life insurance policy must 
use due diligence to communicate to the propos- 
ing insurer facts materially affecting the risk 
which arise after his application has been made 
and before the contract has been consummated 
by delivery. An intentional omission to dis- 
charge that duty perpetrates a plain fraud 
upon the company, which necessarily voids the 
contract. American General Life Ins. Co. v. 
Gilbert, 595 S.W.2d 83, 1979 Tenn. App. LEXIS 
380 (Tenn. Ct. App. 1979). 


38. —Attaching Application — Require- 
ment. 

An insurance company cannot introduce evi- 
dence to attempt to show that the answers in 
the application for a life insurance policy are 
untrue unless the entire application is attached 
to the policy, this however does not preclude an 
insurance company from introducing into evi- 
dence an incomplete application or one not 
attached to the policy in order to show fraud or 
misrepresentation by the insured in his pro- 
curement of the policy. Adams v. Manhattan 
Life Ins. Co., 24 Tenn. App. 171, 141 S.W.2d 
930, 1939 Tenn. App. LEXIS 13 (Tenn. Ct. App. 
1940). 


39. — —Exceptions to Rule. 

Subdivision (4) does not apply to industrial 
policies. Life & Casualty Ins. Co. v. King, 137 
Tenn. 685, 195 S.W. 585, 1917 Tenn. LEXIS 180 
(1917). 

Since an application for reinstatement of a 
lapsed policy need not be made a part of nor be 
attached to the policy under the common law 
which controls in such cases, the insurer is not 
precluded from relying upon misrepresenta- 
tions made in the application for reinstatement 
as a defense to the policy in suit. Linder v. 
Metropolitan Life Ins. Co., 148 Tenn. 236, 255 
S.W. 43, 1923 Tenn. LEXIS 12 (1923); Duncan v. 
Penn Mut. Life Ins. Co., 17 Tenn. App. 62, 65 
S.W.2d 882, 1933 Tenn. App. LEXIS 46 (Tenn. 
Ct. App. 1933). 

The requirements of subdivision (4) do not 
apply to automobile liability insurance policies. 
Medley v. Cimmaron Ins. Co., 514 S.W.2d 426, 
1974 Tenn. LEXIS 455 (Tenn. 1974). 
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40. Loans. 


41. —Construction. 

In view of the provisions of subdivision (7) for 
the advancement of money on the policy under 
the conditions provided therein “on the sole 
security” of the policy, a loan or advance under 
such provisions could not be regarded as having 
been made on the security of an insured’s estate 
or as constituting an indebtedness against the 
estate. Allen v. Southard, 177 Tenn. 541, 151 
S.W.2d 1072, 1940 Tenn. LEXIS 51 (1941). 

All policies both of domestic and foreign com- 
panies authorized to do business in the state, 
outside of the specially excepted classes, must 
be construed as falling under the provisions of 
this statute. Gray v. Aetna Life Ins. Co., 178 
Tenn. 88, 156 S.W.2d 391, 1941 Tenn. LEXIS 35 
(1941). 

Where insurer was obligated under the terms 
of the policy and this section to make loans on 
life insurance policy in accordance with the 
provisions of subdivision (7), notes executed by 
the insured covering advances or loans on the 
policy made them by the insurer were inciden- 
tal and subsidiary to the performance of the 
loan agreement contained in the policy and not 
separate or distinct contracts. Gray v. Aetna 
Life Ins. Co., 178 Tenn. 88, 156 S.W.2d 391, 
1941 Tenn. LEXIS 35 (1941). 

Where life insurance policy used the term 
“will loan” with reference to the making of 
loans as provided in subdivision (7) the obliga- 
tion of the company to make such loans was 
mandatory both under the provisions of the 
policy and under the provisions of subdivision 
(7) which must be read into every policy. Gray v. 
Aetna Life Ins. Co., 178 Tenn. 88, 156 S.W.2d 
391, 1941 Tenn. LEXIS 35 (1941). 

Where under the terms of the policy and 
notes and under the statute interest was 
chargeable annually upon advancements or 
loans made on a life insurance policy evidenced 
by notes without a maturity date, such notes 
were not collectible until the maturity or lapse 
of the policy, and the contention that the notes 
matured on the dates they were made so as to 
prevent compound interest from being charged 
thereon could not be sustained. Gray v. Aetna 
Life Ins. Co., 178 Tenn. 88, 156 S.W.2d 391, 
1941 Tenn. LEXIS 35 (1941). 


42. —Interest. 

Where a policy provided that it could not be 
declared forfeited for failure of the assured to 
pay interest on a loan, without one month’s 
notice, and that premium notes would be ac- 
cepted and should constitute a lien on the policy 
as fully as if accompanied by a proper assign- 
ment thereof, a month’s notice to the assured is 
necessary before forfeiture for default in pay- 
ment of the interest, either upon a loan by 
premium note, or upon a loan by assignment of 
the policy. Mills v. National Life Ins. Co., 136 
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Tenn. 350, 189 S.W. 691, 1916 Tenn. LEXIS 139 
(1916). 


43. —Default on Premium. 

Where premium notes given by the insured 
were payable on demand, with the further 
provision that default in interest or lapse of 
contract would be sufficient cause for cancella- 
tion, without notice, the notes were payable 
only on demand as long as the policy was kept 
alive by the payment of premiums, but on 
default thereof, the policy could be cancelled 
without notice, and the company could apply 
the cash value to the payment of the notes. 
Mills v. National Life Ins. Co., 186 Tenn. 350, 
189 S.W. 691, 1916 Tenn. LEXIS 139 (1916). 

Where a policy provided that any indebted- 
ness to the insurance company would be de- 
ducted from the cash value of the policy and 
reduce the amount at risk under continued 
insurance, and that the policy should become 
null and void on one month’s notice of default in 
payment of interest on such indebtedness, but 
that the policy should lapse on failure to pay a 
premium; and the insured failed to pay a pre- 
mium when due, being indebted to almost the 
full cash loan value of the policy, the policy 
lapsed, and the extended insurance provided 
therein was limited to the amount that could be 
purchased by the difference between the in- 
debtedness and the cash loan value. Mills v. 
National Life Ins. Co., 1386 Tenn. 350, 189 S.W. 
691, 1916 Tenn. LEXIS 139 (1916). 


44, Nonforfeiture Provisions. 

Where a life insurance policy provides that, 
when the premiums have been paid for a speci- 
fied time, there will be granted, without any 
action on the part of the insured, paid-up life 
insurance for the amount fixed in certain tables 
in the policy; or, in lieu thereof, the cash value 


Collateral References. 

Ademption of bequest of proceeds of property. 
45 A.L.R.3d 10. 

Age adjustment clause of policy as affected by 
incontestable clause or statute against avoid- 
ance of policy because of misrepresentation. 
135 A.L.R. 445. 

Applicability of aviation exclusion clause as 
affected by fact that injury or death occurred 
after termination of flight. 62 A.L.R.3d 1243. 

Application by insured for loan on policy to 
pay premiums as a continuing application for 
extended insurance in event of subsequent de- 
fault in payment of later premiums. 135 A.L.R. 
1329. 

Application, language or contents of, as exer- 
cise of option extended by policy. 108 A.L.R. 
882. 

Assessment feature of life policy as affecting 
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fixed in the table, upon the due surrender of the 
policy; or if the policy is surrendered within the 
30 days of grace, or with satisfactory evidence 
of good health within one year thereafter, a 
paid-up term policy for the full amount thereof 
for the time stated in the table, the failure to 
pay a premium and the failure to exercise any 
option by the insured and his subsequent death 
entitles the beneficiary to the proceeds of 
paid-up policy only, and not to the proceeds of 
the term insurance; nor will the beneficiary be 
required to take the cash surrender value of the 
policy. Sugg v. Equitable Life Assurance Soc., 
116 Tenn. 658, 94 S.W. 936, 1906 Tenn. LEXIS 
18 (1906). 


45. Options. 

A policy of life insurance, providing for the 
payment of premiums in advance, declaring 
cash loan values, and providing three options 
on default of payment of any premium, to be 
exercised by the insured, namely: (1) to take 
the cash value in cash; (2) to take paid-up 
insurance for a specified sum; or (3) to take 
continued insurance for the amount of the 
policy for a specified period, without paying 
further premiums, is not in violation of this 
statute, relating to clauses which shall be or 
shall not be included in insurance policies. 
Mills v. National Life Ins. Co., 1386 Tenn. 350, 
189 S.W. 691, 1916 Tenn. LEXIS 139 (1916). 

Where policy provided for paid-up policy or 
extended insurance if insured exercised a 
choice within 90 days of default but if no 
selection was made by insured that paid-up 
option remained in force and insured died 
within 90-day period without exercising a 
choice the beneficiary could only recover under 
paid-up policy clause. Bumpus v. Life & Casu- 
alty Ins. Co., 167 Tenn. 412, 70 S.W.2d 30, 1933 
Tenn. LEXIS 55 (1934). 


validity of provision as to loan value. 128 A.L.R. 
642. 

Assignee’s right to cash surrender value of 
policy as affected by existence of indebtedness 
against policy. 114 A.L.R. 788. 

Automatic premium loan provision in life 
insurance policy, validity, construction and ap- 
plication of. 129 A.L.R. 1105. 

Beneficiaries’ rights as against estate of in- 
sured who borrowed on the policy or exercised 
other options thereunder. 31 A.L.R.2d 979. 

Breach in condition of policy itself, failure to 
attach copy of application as affecting right to 
set up. 87 A.L.R. 194. 

Breaches of loan agreements. 4 A.L.R. 895. 

Computation of extended insurance as af- 
fected by loan on policy. 113 A.L.R. 607. 

Consultation with, or treatment by, physician 
since medical examination by insurer’s physi- 
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cian, operation of provision respecting, in appli- 
cation as affected by requirement that copy of 
application be attached to policy. 148 A.L.R. 
461. 

Criterion of health for purpose of conditions 
of reinstatement of insured. 40 A.L.R. 667, 100 
A.L.R. 362. 

Date at which coverage begins upon rein- 
statement, renewal, or revival of insurance 
policy after default. 167 A.L.R. 333. 

Date from which life insurance premium pe- 
riods are to be computed. 6 A.L.R. 774, 32 
A.L.R. 1253, 80 A.L.R. 957, 111 A.L.R. 1420, 
169 A.L.R. 290. 

Deduction of future premiums from proceeds 
of loan, insurer’s failure in, as affecting subse- 
quent lapse of policy for nonpayment of premi- 
ums. 137 A.L.R. 836. 

Disappearance of insured, failure to pay in- 
surance premium during seven-year period fol- 
lowing. 75 A.L.R. 630. 

Discrimination between borrowing and non- 
borrowing insurance, validity of. 106 A.L.R. 
1537. 

Dividends as preventing lapse of policy for 
nonpayment of premiums. 8 A.L.R.3d 862. 

Endowment, accumulation, and tontine poli- 
cies, respective rights of insured and benefi- 
ciary as to loans on. 19 A.L.R. 663, 72 A.L.R. 
1311. 

False representation in application for rein- 
statement as to whether applicant has con- 
sulted physician, materiality of. 131 A.L.R. 617. 

Fraud or misrepresentation by insured, right 
of insurer to show, as affected by noncompli- 
ance with statutory requirement that applica- 
tion be attached to, incorporated in, endorsed 
upon, or delivered with, the policy. 93 A.L.R. 
374, 

Grace period for payment of insurance pre- 
mium as applicable to premium notes, exten- 
sion agreements or supplemental agreements 
for instalment payments. 131 A.L.R. 744. 

Illustrations concerning accumulations, divi- 
dends, surplus, etc. 22 A.L.R. 1284, 127 A.L.R. 
1464. 

Impairment of insured’s health or physical 
condition not contributing to his death or dis- 
ability as affecting insurer’s liability. 148 A.L.R. 
912. 

Incompetent, right of guardian of, to take 
loan on policy on guardian’s life in which ward 
is named as beneficiary. 84 A.L.R. 369. 

Incontestable clause as affected by reinstate- 
ment of policy. 23 A.L.R.3d 743. 

Incontestable clause as applicable to claims 
other than for death benefits. 94 A.L.R. 1133, 
121 A.L.R. 1487, 147 A.L.R. 1015. 

Incontestable clause as applicable to suit to 
reform insurance policy. 7 A.L.R.2d 504. 
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Indorsement upon, or attachment to, policy of 
application, application for reinstatement as 
within statute requiring. 67 A.L.R. 1489. 

“Insurability,” as condition of reinstatement 
of life, accident, or health policy, as embracing 
matters other than physical condition. 162 
A.L.R. 668. 

Insurance term “children” as used in benefi- 
ciary clause of life insurance policy as including 
illegitimate child. 62 A.L.R.3d 1329. 

Insured’s right to rescind for insurer’s 
breach. 4 A.L.R. 896. 

Killing of insured by beneficiary as affecting 
life insurance or its proceeds. 27 A.L.R.3d 794. 

Loss pending application not effectively 
granted, for reinstatement of life or accident 
insurance after lapse. 105 A.L.R. 478, 164 
A.L.R. 1057. 

Misrepresentation as to employer-employee 
relationship as within incontestability clause of 
group insurance. 26 A.L.R.3d 632. 

Misrepresentations by agent to applicant, 
insured, or beneficiary, as basis of action by 
them, other than on policy itself, or as defense 
to actions against them. 136 A.L.R. 5. 

Notice to insured of insufficiency, to meet 
premiums, of cash or loan value, reserve, or 
dividends. 140 A.L.R. 683. 

Payment or tender, after lapse of policy for 
nonpayment of premium, of amount of loan on 
policy, as affecting computation of extended 
insurance. 114 A.L.R. 901. 

Proofs of loss, incontestable clause as affect- 
ing failure to comply with provisions as to. 41 
A.L.R. 382. 

Reformation of insurance policy because of 
mistake of insurer as affected by incontestable 
clause. 125 A.L.R. 1065. 

Statutory requirement that policy contain 
entire contract, noncompliance with, as affect- 
ing right of insurer to show initial fraud or 
misrepresentation by insured. 93 A.L.R. 374. 

Sufficiency of insurer’s compliance with 
statutory requisites as to attaching copy of 
application to, or making it part of, policy. 18 
A.L.R.3d 760. 

Suicide clause of life or accident insurance as 
affected by incontestable clause. 37 A.L.R.3d 
337. 

Suicide clause, time of operation of, as af- 
fected by reinstatement of policy. 98 A.L.R. 344. 

Supplemental contracts, effect of incontest- 
able clause on. 45 A.L.R. 1369. 

Theory of waiver as applicable where provi- 
sions of policy or acts of insurer are inconsistent 
with statutory requirements. 9 A.L.R.2d 1436. 

Usury, effect of commission paid to insurance 
agent to secure loan on policy. 21 A.L.R. 797, 53 
A.L.R. 743, 63 A.L.R. 823, 105 A.L.R. 795, 52 
A.L.R.2d 703. 

Waiver by insured of statutory provisions as 
to policy. 9 A.L.R.2d 1436. 
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56-7-2308. Provisions and conditions prohibited in life insurance poli- 
cies. 


No policy of life insurance in a form other than as prescribed in § 56-7-2307 
shall be issued or delivered in this state, or be issued by a life insurance 
company organized under the laws of this state, if it contains any of the 
following: 

(1) Forfeiture of Policy for Failure to Repay Loans; Proposed 
Benefits Not Strictly Insurance. A provision for forfeiture of the policy 
for failure to repay any loan on the policy or to pay interest on the loan while 
the total indebtedness on the policy is less than the loan value of the policy, 
or any provisions for forfeiture for failure to repay the loan or to pay interest 
on the loan, unless the provision contains a stipulation that no forfeiture 
shall occur until at least one (1) month after notice has been mailed by the 
company to the last known address of the insured and of the assignee, if any, 
or a provision contemplating any proposed benefit not essentially a part of 
the insurance contract or any connection of the assured with the company 
other than that of policyholder; 

(2) Limitation of Time of Commencement of Action to Less Than 
Five (5) Years. A provision limiting the time within which any action at law 
or in equity may be commenced to less than five (5) years after the cause of 
action accrues; 

(3) Policy Taking Effect Before Application Made. A provision by 
which the policy purports to be issued or to take effect as of a date more than 
six (6) months before the application for the policy was made, if thereby the 
premium on the policy or contract is reduced below the premium that would 
be payable on the policy as determined by the nearest birthday or the last 
birthday of the insured at the time when the application was made; 
provided, that nothing contained in this subdivision (3) shall invalidate any 
contract made in violation of this subdivision (3). This subdivision (3) shall 
not apply to any policy issued under a plan or trust having qualified status 
under subchapter D, part I, subtitle A of the Internal Revenue Code of 1954 
(26 U.S.C. § 401 et seq.), nor under § 501(a) of the Internal Revenue Code 
of 1954 (26 U.S.C. § 501(a)). This subdivision (3) shall not be construed to 
prohibit the exchange, alteration or conversion of policies of life insurance as 
of the original date of the policies, if the amount of insurance provided under 
the new policy does not exceed the amount of insurance under the original 
policy, or the amount of insurance that the premium paid for the original 
policy would have purchased if the new policy had been originally applied 
for, whichever is greater; nor to prohibit the exercise of any conversion 
privilege contained in any policy or contract; 

(4) Settlement at Maturity of Less Than Value of Policy. A provision 
for any mode of settlement at maturity of less value than the amount insured 
by the policy, plus dividend additions, if any, less any indebtedness to the 
company on the policy and less any premium that may by the terms of the 
policy be deducted, payments to be made in accordance with the terms of the 
policy; or 
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(5) Limitations or Exceptions of Risks. 


(A) A provision that certain named causes of death are excepted from 
the policy and are not assumed by the insurer; provided, that the following 
causes of death may be excepted by a provision in the policy: 

(i) Suicide committed, while sane or insane, within two (2) years from 
the date of issue of the policy; 

(ii) Death as a direct result of service in the military, naval or air 
forces, in time of war, including any ambulance, medical, hospital or 
civilian noncombatant unit serving actively with the military, naval or 
air forces; 

(iii) Death resulting from injuries received while engaging in any 
aerial flight, except as a fare-paying passenger on a regularly scheduled 
flight of a duly licensed airline on an established air route; or 

(iv) Death within two (2) years from date of issue of the policy as a 
result of a specified perilous or extra hazardous occupation or occupa- 
tions; 

(B) Nothing in this subdivision (5) shall apply to any provision in a life 
insurance policy for additional benefits in the event of death by accident or 
accidental means; 

(C) Nothing in this subdivision (5) shall be construed to prohibit a 
provision in a policy that, in the event of death within two (2) years of the 
date of issue, would place a limitation or condition upon the coverage or 
liability in the policy because of a condition that exists, or has existed, or 
any event that has occurred, prior to or at the time of the delivery of the 
policy; and provided, further, that the condition or event was material to 
the risk to be assumed under the terms of the policy; provided, that the 
policy shall not be affected because of any condition or event that was 
disclosed in a written application for the policy; 

(D) This subdivision (5) shall apply only to policies issued for delivery in 
this state; and 

(EK) Instead of any provision permitted under subdivisions (5)(A)(i)-(iv) 
or (5)(C), a policy may contain any provision or provisions that, in the 
opinion of the commissioner, are substantially the same or more favorable 
to the policyholder. This subdivision (5) shall apply to all life insurance 
policies, including industrial policies. 


Textbooks. 


History. 

Acts 1907, ch. 457, § 2; Shan., § 3348a9; 
Code 1932, § 6180; Acts 1947, ch. 151, § 1; C. 
Supp. 1950, § 6180; Acts 1976, ch. 417, § 4; 
T.C.A. (orig. ed.), § 56-1112; Acts 1992, ch. 984, 
§ 1; T.C.A., § 56-7-302. 


Cross-References. 
Power of attorney for health care, life insur- 
ance unaffected, § 34-6-213. 


Section to Section References. 
This section is referred to in §§ 56-7-308, 
56-7-310, 56-7-311, 56-7-702. 


Tennessee Jurisprudence, 15 Tenn. Juris., 
Insurance, §§ 24, 110. 


Law Reviews. 
Accident Insurance — Time Within Which 
Action Must Be Brought, 14 Tenn. L. Rev. 629. 
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NOTES TO DECISIONS 


Analysis 


Forfeiture. 

—Notice. 

—Remedy. 

Limitations. 

. —Policies Not Covered. 

— —Accident Policies. 

— —Fraternal Benefit Societies. 
— —Industrial Policies. 

. Effective Date. 

10. Settlement. 


1. Forfeiture. 


2. —Notice. 

The requirement of this section of one 
month’s notice before forfeiture does not apply 
to forfeiture for nonpayment of current premi- 
ums, even though the period of extended insur- 
ance after nonpayment of premiums is reduced 
because of unpaid loans. Neighbors v. Union 
Cent. Life Ins. Co., 17 Tenn. App. 612, 69 
S.W.2d 618, 1933 Tenn. App. LEXIS 95 (Tenn. 
Ct. App. 1933). 


3. —Remedy. 

The insured’s remedy in the case of a policy 
violating this section is for rescission and re- 
turn of premiums, and this relief cannot be 
granted under a prayer for general relief in a 
suit based on the validity of the contract. 
Neighbors v. Union Cent. Life Ins. Co., 17 Tenn. 
App. 612, 69 S.W.2d 618, 1933 Tenn. App. 
LEXIS 95 (Tenn. Ct. App. 1933). 


4. Limitations. 
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5. —Policies Not Covered. 


6. — —Accident Policies. 

The provisions of subdivision (4) are inappli- 
cable to accident policies so that a contractual 
period of limitation on an accident policy limit- 
ing the right of action on such policy to 12 
months was not invalidated by the five-year 
provisions contained herein. Interstate Life & 
Acci. Co. v. Hunt, 171 Tenn. 119, 100 S.W.2d 
987, 19386 Tenn. LEXIS 69 (1937). 


7. ——Fraternal Benefit Societies. 

Where there was no allegation or proof that 
the provisions of the code relating to fraternal 
benefit societies had not been complied with the 
one-year period of limitation of actions applied 
and not the five-year period as provided in this 
section. Pannell v. Sovereign Camp, W. O. W., 


Collateral References. 
Applicability of aviation exclusion clause as 
affected by fact that injury or death occurred 


171 Tenn. 245, 102 S.W.2d 50, 1936 Tenn. 
LEXIS 85 (1937). 


8. — —Industrial Policies. 

Eight-month limitation for bringing suit on 
industrial policy was not against public policy, 
since § 56-7-310 expressly exempts industrial 
policies from five-year provision. Johnson v. 
Life & Casualty Ins. Co., 168 Tenn. 358, 79 
S.W.2d 39, 1934 Tenn. LEXIS 64 (1935). 

This section has no application to an “Indus- 
trial Policy.” National Life & Acci. Ins. Co. v. 
Grizzard, 24 Tenn. App. 429, 145 S.W.2d 800, 
1940 Tenn. App. LEXIS 49 (Tenn. Ct. App. 
1940). 


9. Effective Date. 

Where the insured originally applied in Au- 
gust and was issued a policy in September in 
the amount applied for, then subsequently ap- 
plied in October for an additional policy refer- 
ring back to the August application, the origi- 
nal application for the second policy for the 
purposes of subdivision (3) was that filed in 
October, and the second policy could not be 
dated August. Neighbors v. Union Cent. Life 
Ins. Co., 17 Tenn. App. 612, 69 S.W.2d 618, 1933 
Tenn. App. LEXIS 95 (Tenn. Ct. App. 1933). 


10. Settlement. 

By this provision it was intended that the 
policy show on its face the amount payable on 
death, and the contract is not subject to altera- 
tion by a provision that would leave that essen- 
tial element in dispute. There is forbidden the 
insertion of a provision making settlement de- 
pendent on extrinsic facts. Provident Life & 
Acci. Ins. Co. v. Rimmer, 157 Tenn. 597, 12 
S.W.2d 365, 1928 Tenn. LEXIS 226 (1928). 

Subdivision (4) providing that policy cannot 
provide for any mode of settlement for less 
value than amount insured by the policy did not 
apply to policy which provided that accidental 
death benefit was not payable if any claim was 
filed and allowed for total and permanent dis- 
ability. General American Life Ins. Co. v. Arm- 
strong, 182 Tenn. 181, 185 S.W.2d 505, 1945 
Tenn. LEXIS 209 (1945). 

Provision in insurance policy reducing the 
benefits 50 percent when insured attains age 65 
and automatically terminating all benefits 
when the insured attains age 70 does not vio- 
late subdivision (4) of this section. Zarzour v. 
Southern Life Ins. Co., 46 Tenn. App. 680, 333 
S.W.2d 14, 1959 Tenn. App. LEXIS 121 (Tenn. 
Ct. App. 1959). 


after termination of flight. 62 A.L.R.3d 1243. 
Beneficiary’s ignorance of existence of life or 
accident policy as excusing failure to give no- 
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tice, make proofs of loss, or bring action within 
time limited by policy or statute. 28 A.L.R.3d 
292. 
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Standard policy, departure from as affecting 
enforceability of policy provision against in- 
surer. 113 A.L.R. 7738. 


Suicide clause of life or accident insurance as 
affected by incontestable clause. 37 A.L.R.3d 
rea Ae ips t 


Construction and effect of provision of life or 
accident insurance policy specifically excluding 
liability for injury or death from poisoning. 14 
A.L.R.3d 723. 


56-7-2309. Loan provisions in life insurance policies. 


(a) In the case of those policies issued prior to the operative date of 
§ 56-7-401, the Standard Nonforfeiture Law, the loan value referred to in 
§ 56-7-2307(7) shall be the reserve at the end of the current policy year on the 
policy and on any dividend additions to the policy, less a sum not more than two 
and one half percent (2.5%) of the amount insured by the policy and of any 
dividend additions to the policy. The policy shall specify the mortality table and 
rate of interest adopted for computing the reserve and may provide that the 
loan may be deferred for not exceeding six (6) months after the application for 
the loan is made. 
(b)(1) In the case of policies issued on or after the operative date of 
§ 56-7-401, the Standard Nonforfeiture Law, the loan value referred to in 
§§ 56-7-702(b)(15) and 56-7-2307(7) shall be: 
(A) If there is no existing indebtedness to the company on the policy, the 
cash surrender value at the end of the current policy year; and 
(B) If there is existing indebtedness to the company on the policy, that 
amount that the cash surrender value at the end of the current policy year 
would be if no indebtedness existed, the cash surrender value in either 

case being that required by § 56-7-401. 

(2) The company shall reserve the right to defer the loan, except when 
made to pay the premium, for six (6) months after application for the loan is 
made. 

(c) As used in this subsection (c) and subsections (d) and (e), the “published 
monthly average” means: 

(1) Moody’s Corporate Bond Yield Average — Monthly Average Corporates 
as published by Moody’s Investors Service, Inc., or any successor publication; 
or 

(2) In the event that Moody’s Corporate Bond Yield Average — Monthly 
Average Corporates is no longer published, a substantially similar average, 
established by regulation issued by the commissioner. 

(d)(1)(A) Policies issued on or after July 1, 1982, shall provide for policy loan 
interest rates as follows: 
(i) A provision permitting a specified rate of interest in accordance 
with § 56-7-2307(7); or 
(ii) A provision permitting an adjustable maximum interest rate 
established from time to time by the life insurer as permitted by law. 
(B) No life insurer shall be permitted to issue policies containing 
variable rates of interest on policy loans pursuant to subdivision 

(d)(1)(A)Gi) unless the insurer also makes available policies, which may or 

may not be on the same plan of insurance, with fixed rates of interest on 

policy loans pursuant to subdivision (d)(1)(A)Q). 
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(2) The rate of interest charged on a policy loan made under subdivision 
(d)(1)(A)Gi) shall not exceed the higher of the following: 

(A) The published monthly average for the calendar month ending two 
(2) months before the date on which the rate is determined; or 

(B) The rate used to compute the cash surrender values under the 
policy during the applicable period, plus one percent (1%) a year. 

(3) If the maximum rate of interest is determined pursuant to subdivision 
(d)(1)(A)Gi), the policy shall contain a provision setting forth the frequency at 
which the rate is to be determined for that policy. 

(4) The maximum rate for each policy must be determined at regular 
intervals but not more frequently than once every twelve (12) months. At the 
intervals specified in the policy: 

(A) The rate being charged may be increased whenever the increase as 
determined under subsection (d) would increase that rate by one half 
percent (0.5%) or more a year; and 

(B) The rate being charged shall be reduced whenever the reduction as 
determined under subsection (d) would decrease that rate by one half 
percent (0.5%) or more a year. 

(5) The life insurer shall: 

(A) Notify the policyholder at the time a cash loan is made of the initial 
rate of interest on the loan; 

(B) Notify the policyholder with respect to premium loans of the initial 
rate of interest on the loan as soon as it is reasonably practical to do so 
after making the initial loan. Notice need not be given to the policyholder 
when a further premium loan is added, except as provided in subdivision 
(d)(5)(C); 

(C) Send to policyholders with loans reasonable advance notice of any 
increase in the rate; and 

(D) Include in the notices required in subdivision (d)(5)(C) the sub- 
stance of the pertinent provisions of subdivisions (d)(1) and (3). 

(6) The loan value of the policy shall be determined in accordance with 
subsections (a) and (b), but no policy shall terminate in a policy year as the 
sole result of change in the interest rate during that policy year, and the life 
insurer shall maintain coverage during that policy year until the time at 
which it would otherwise have terminated if there had been no change 
during that policy year. 

(7) The substance of the pertinent provisions of subdivisions (d)(1) and (3) 
shall be set forth in the policies to which they apply. 

(8) For the purposes of this subsection (d): 

(A) The rate of interest on policy loans permitted under this subsection 
(d) includes the interest rate charged on reinstatement of policy loans for 
the period during and after any lapse of a policy; 

(B) “Policy” includes certificates issued by a fraternal benefit society 
and annuity contracts that provide for policy loans; 

(C) “Policyholder” includes the owner of the policy or the person 
designated to pay premiums as shown on the records of the life insurer; 
and 

(D) “Policy loan” includes any premium loan made under a policy to pay 
one (1) or more premiums that were not paid to the life insurer as they fell 
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due. 

(9) The maximum effective rate of interest permitted for a policy loan 

shall not exceed the absolute ceiling set for the applicable formula rate in 

§ 47-14-103(2) or any successor statute. 

(10) No other law shall apply to policy loan interest rates unless made 
specifically applicable to the rates. 

(e) Subsections (c) and (d) and this subsection (e) shall not apply to any 
insurance contract issued before July 1, 1982, unless the policyholder agrees in 
writing to the applicability of subsections (c) and (d) and this subsection (e); 
provided, that any offer made by an insurer to an insured to endorse the 
applicability of subsections (c) and (d) and this subsection (e) to any insurance 
contract issued before July 1, 1982, shall be filed with the commissioner prior 
to the making of the offer and shall be subject to the commissioner’s approval. 


History. 

Acts 1945, ch. 56, § 7; C. Supp. 1950, 
§ 6210.2; Acts 1979, ch. 398, § 7; T.C.A. (orig. 
ed.), § 56-1114; Acts 1982, ch. 727, §§ 2-4; 
1992, ch. 984, § 1; T.C.A., § 56-7-303. 


Section to Section References. 
This section is referred to in §§ 56-3-303, 
56-3-509, 56-7-313, 56-7-702, 56-7-2307. 


Textbooks. 
Tennessee Jurisprudence, 15 Tenn. Juris., 
Insurance, § 61. 


56-7-2310. Character of life insurance policies to be printed or 


stamped thereon. 


All life insurance companies authorized to do the business of life insurance 
in this state are required to print, in conspicuous type, on the face or first page 
of each policy sold to citizens of this state, words correctly describing the 


character of the policy. 


History. 

Acts 1905, ch. 392, § 1; Shan., § 3348a15; 
Code 1932, § 6186; Acts 1976, ch. 417, § 5; 
T.C.A. (orig. ed.), § 56-1115; Acts 1992, ch. 984, 
§ 1; T.C.A., § 56-7-304. 


Cross-References. 


Required provisions and conditions in life 
policies, § 56-7-2307. 


Section to Section References. 
This section is referred to in §§ 56-7-305, 
56-7-306. 


Penalty for violations, § 56-7-306. 


56-7-2311. Life insurance policy forms. 


(a) Filing and Approval. No policy of life insurance shall be delivered or 
issued for delivery in this state, nor shall any endorsement, rider, or applica- 
tion that becomes a part of the policy be used in connection with the policy 
until a copy of the form has been filed with the commissioner; nor shall any 
policy, endorsement, rider, or application be so used until the expiration of 
thirty (30) days after the form has been filed, unless the commissioner sooner 
gives written approval. The commissioner shall notify, in writing, the insurer 
that has filed the form if it does not comply with this chapter, specifying the 
reasons for the opinion. It shall thereafter be unlawful for the insurer to issue 
the form in this state. In the notice, the commissioner shall state that a 
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hearing will be granted within twenty (20) days upon written request of the 
insurer. 

(b) Withdrawal of Approval — Notice of Hearings. The commissioner 
may, at any time after a hearing, of which not less than twenty (20) days’ 
written notice has been given to the insurer, withdraw approval of the form if 
the form contains a provision for benefits that is misleading or deceptive or 
that would encourage misrepresentation of the policy. It is unlawful for the 
insurer to issue the form or use it in connection with any policy after the 
effective date of the withdrawal of approval. A notice of any hearing called 
under this section shall specify the matters to be considered at the hearing, 
and any decision affirming disapproval or directing withdrawal of approval 
under this section shall be in writing and shall specify the reasons for the 
decision. 

(c) Disapproval — Substantial Compliance. The commissioner shall not 
disapprove or withdraw approval of any policy on the ground that its 
provisions do not comply with this chapter, if it is shown that the rights of the 
insured or the beneficiary under the policy as a whole are not less favorable 
than the rights provided by this chapter. 

(d) Review — Certiorari. Any order or decision of the commissioner under 
this section shall be subject to review in the manner provided by title 27, 
chapter 9, pertaining to the statutory writ of certiorari. 

(e) Policy Deliverable in Another State. If any policy is issued by an 
insurer domiciled in this state for delivery to a person residing in another 
state, and if the official having responsibility for the administration of the 
insurance laws of the other state has advised the commissioner that the policy 
is not subject to approval or disapproval by the official, the commissioner may 
by ruling require that the policy meet the standards set forth in this chapter. 

(f) Application to Annuity Contracts and Life Policies. This section 
applies to individual annuity contracts, but not to group annuity contracts, to 
individual and group life insurance policies and to industrial life insurance 
policies. 

(g) Filing Procedure. The commissioner may make reasonable rules and 
regulations concerning the procedure for the filing or submission of policies 
subject to this section as are necessary, proper or advisable to the administra- 
tion of this section. 


History. Section to Section References. 
Acts 1907, ch. 457, § 4; Shan., § 3348a11; This section is referred to in §§ 56-7-308, 
Code 1932, § 6182; Acts 1971, ch. 296, § 1; 56-7-311, 56-7-702. 
1976, ch. 417, § 8; T.C.A. (orig. ed.), § 56-1118; 
Acts 1992, ch. 984, § 1; T.C.A., § 56-7-307. 


56-7-2312. Continuation of terminated group coverage — Conversion. 


(a) A group policy delivered or issued for delivery in this state that provides 
hospital, surgical or major medical expense insurance, or any combination of 
these coverages, on an expense incurred basis, but not a policy that provides 
benefits for specific diseases or for accidental injuries only, shall provide that 
an employee or member whose insurance under the group policy has been 
terminated for any reason, except discontinuance of the group policy in its 
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entirety or with respect to an insured class, and who has been continuously 
insured under the group policy, and under any group policy providing similar 
benefits that it replaces, for at least three (3) months immediately prior to 
termination, shall be entitled to have the coverage nonetheless continued 
under the group policy for the fractional policy month remaining at termina- 
tion, plus three (3) additional policy months upon payment in advance to the 
employer of the full group premium for this continuation of coverage, including 
any portion of the premium usually paid by the person’s former employer on or 
before the beginning of each month’s coverage. 

(b) At the end of the period of continuation, the person shall be entitled to 
have issued to the person by the insurer a policy of health insurance that 
conforms to the applicable requirements specified in this chapter. 

(c) An employee or member shall not be entitled to have coverage continued 
if the group policy was terminated in its entirety or was terminated with 
respect to an insured class of which the employee was a member, but the 
employee shall have the right of conversion upon termination of the group 
policy. An employee or member shall not be entitled to have coverage continued 
or a converted policy issued to the employee if termination of the employee’s 
insurance under the group policy occurred because: 

(1) The employee failed to pay any required contribution; 

(2) The employee is eligible for medicare under Title XVIII of the federal 
Social Security Act (42 U.S.C. § 1395 et seq.); or 

(3) Any discontinued group coverage was replaced by similar group 

coverage within thirty-one (31) days. 
(d)(1) This section shall apply to individuals who are terminated from group 
coverage because of divorce or because of the death of the insured spouse, 
except that an individual to whom any of the foregoing applies shall be 
entitled to have the coverage continued under the group policy for the 
fractional policy month remaining at termination plus up to fifteen (15) 
additional policy months upon payment in advance to the employer the full 
month’s group premium for this continuation of coverage on or before the 
beginning of each month’s coverage, including any portion of the premium 
usually paid by the employer. This subsection (d) does not prohibit a group 
policy from granting a longer period of continued coverage than provided in 
this subsection (d), nor from offering broader coverage than provided in this 
subsection (d), nor from granting coverage after the death of the insured 
spouse as otherwise provided. Individuals whose group coverage is termi- 
nated during pregnancy shall be entitled to have their coverage continued 
under the group policy for the fractional month remaining at termination 
plus a period of not less than six (6) months after the pregnancy ends and not 
more than the end of the second three-month period following the three- 
month period within which the pregnancy ends. 

(2) Subdivision (d)(1) is applicable to all health benefits policies, plans, 
programs or contracts offered by commercial insurance companies, nonprofit 
insurance companies, prepaid plans, including health maintenance organi- 
zations, and to all health benefit programs provided state government 
employees. | 
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History. Standpoint (John IJ. Houseal, Jr. and Jeffrey A. 
Acts 1980, ch. 537, § 1; 1986, ch. 716, § 1; Jarrett), 25 No. 1 Tenn. B.J. 20 (1989). 

1992, ch. 984, § 1; T.C.A., § 56-7-1501; 2008, “Any Willing Provider” Laws and ERISA’s 

ch. 935, §§ 1, 2. Saving Clause: A New Solution for an Old 


Section to Section References. Problem (Larry J. Pittman), 64 Tenn. L. Rev. 
Sections 56-7-2312 — 56-7-2322 are referred 499 (1997). 


to in § 56-7-2318. epee es 1 Ovini 
: AD ede : y General Opinions. 
This section is referred to in § 68-1-115. Applicability of Tennessee group health in- 
Law Reviews. surance laws, OAG 89-52 (4/10/89). 
An Overview of ERISA from a Litigator’s 


56-7-2313. Converted policy — Conditions. 


Issuance of a converted policy shall be subject to the following conditions: | 

(1) Written application for the converted policy shall be made and the first 
premium paid to the insurer not later than thirty-one (31) days after the 
termination under the group policy; 

(2) The converted policy shall be issued without evidence of insurability; 

(3) The initial premium for the converted policy for the first twelve (12) 
months and subsequent renewal premiums shall be determined in accor- 
dance with the insurer’s table of premium rates applicable to the age and 
class of risk of each person to be covered under the converted policy and to 
the type and amount of insurance provided; 

(4) The effective date of the converted policy shall be the day following the 
termination of insurance under the group policy; and 

(5) The converted policy shall cover the employee or member and the 
person’s dependents who were covered by the group policy on the date of 
termination of insurance. At the option of the insurer, a separate converted 
policy may be issued to cover any dependent. 


History. Section to Section References. 
Acts 1980, ch. 537, § 1; 1992, ch. 984, § 1; Sections 56-7-2312 — 56-7-2322 are referred 
T.C.A., § 56-7-1502. to in § 56-7-2318. 


56-7-2314. Conditions exempting insurer from conversion require- 
ment. 


The insurer shall not be required to issue a converted policy covering any 
person if the person is or could be covered by medicare under Title XVIII of the 
federal Social Security Act (42 U.S.C. § 1395 et seq.); furthermore, the insurer 
shall not be required to issue a converted policy covering any person if: 

(1)(A) The person is covered for similar benefits by another hospital, 
surgical, medical or major medical expense insurance policy or hospital or 
medical service subscriber contract or medical practice or other prepay- 
ment plan or by any other plan or program; 

(B) The person is eligible for similar benefits, whether or not covered for 
the benefits, under any arrangement of coverage for individuals in a 
group, whether on an insured or uninsured basis; or 

(C) Similar benefits are provided for or are available to the person, 
pursuant to or in accordance with the requirements of any state or federal 
law; and 
(2) The benefit provided under the sources referred to in subdivision 
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(1)(A) for the person or benefits provided or available under the sources 
referred to in subdivisions (1)(B) and (C) for the person, together with the 
benefits provided by the converted policy, would result in overinsurance 
according to the insurer’s standards. The insurer’s standards must bear 
some reasonable relationship to actual health care costs in the area in which 
the insured lives at the time of conversion and must be filed with the 
commissioner prior to their use in denying coverage. 


History. Section to Section References. 
Acts 1980, ch. 537, § 1; 1992, ch. 984, § 1; Sections 56-7-2312 — 56-7-2322 are referred 
T.C.A., § 56-7-1503. to in § 56-7-2318. 


56-7-2315. Requests for information from insured persons — Grounds 
for nonrenewal of policy. 


(a) A converted policy may include a provision whereby the insurer may 
request information in advance of any premium due date of the policy of any 
person covered under the policy as to whether: 

(1) The person is covered for similar benefits by another hospital, surgical, 
medical or major medical expense insurance policy or hospital or medical 
service subscriber contract or medical practice or other prepayment plan or 
by any other plan or program; 

(2) The person is covered for similar benefits under any arrangement of 
coverage for individuals in a group, whether on an insured or uninsured 
basis; or 

(3) Similar benefits are provided for or available to the person, pursuant 
to or in accordance with the requirements of any state or federal law. 

(b) The converted policy may provide that the insurer may refuse to renew 
the policy or the coverage of any person insured under the policy for the 
following reasons only: 

(1) Either the benefits provided under the sources referred to in subdivi- 
sions (a)(1) and (2) for the person or benefits provided or available under the 
sources referred to in subdivision (a)(3) for the person, together with the 
benefits provided by the converted policy, would result in overinsurance 
according to the insurer’s standards on file with the commissioner, or the 
converted policyholder fails to provide the requested information; 

(2) Fraud or material misrepresentation in applying for any benefits 
under the converted policy; 

(3) Eligibility of the insured person for coverage under medicare under 
Title XVIII of the federal Social Security Act (42 U.S.C. § 1395 et seq.), or 
under any other state or federal law providing for benefits similar to those 
provided by the converted policy; or 

(4) Other reasons approved by the commissioner. 


History. Section to Section References. 
Acts 1980, ch. 537, § 1; 1992, ch. 984, § 1; Sections 56-7-2312 — 56-7-2322 are referred 
T.C.A., § 56-7-1504. to in § 56-7-2318. 


56-7-2316. Ceiling on converted policy benefits. 


An insurer shall not be required to issue a converted policy that provides 
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benefits in excess of those provided under the group policy from which 
conversion is made. 


History. Section to Section References. 
Acts 1980, ch. 537, § 1; 1992, ch. 984, § 1; Sections 56-7-2312 — 56-7-2322 are referred 
T.C.A., § 56-7-1505. to in § 56-7-2318. 


56-7-2317. Preexisting conditions — Converted policy benefits in first 
policy year limited by group policy benefits. 


The converted policy shall not exclude a preexisting condition not excluded 
by the group policy. However, the converted policy may provide that any 
hospital, surgical or medical benefits payable under the policy may be reduced 
by the amount of the benefits payable under the group policy after the 
termination of the individual’s insurance under the group policy. The con- 
verted policy may also include provisions so that during the first policy year 
the benefits payable under the converted policy, together with the benefits 
payable under the group policy, shall not exceed those that would have been 
payable had the individual’s insurance under the group policy remained in 
force and effect. 


History. Section to Section References. 
Acts 1980, ch. 537, § 1; 1992, ch. 984, § 1; Sections 56-7-2312 — 56-7-2322 are referred 
T.C.A., § 56-7-1506. to in § 56-7-2318. 


56-7-2318. Optional coverage. 


(a)(1) Subject to the provisions and conditions of §§ 56-7-2312 — 56-7-2322, 
the employee or member shall be entitled to obtain a converted policy 
providing, at the option of the employee or member, coverage on an expense 
incurred basis under any one (1) of the plans meeting the following 
requirements: 

(A) Puan A: 

(i) Hospital room and board daily expense benefits in a maximum 
dollar amount approximately the average semiprivate rate charged in 
metropolitan areas of this state, for a maximum duration of seventy (70) 
days; 

(ii) Miscellaneous hospital expense benefits of a maximum amount of 
ten (10) times the hospital room and board daily expense benefits; and 

(iii) Surgical operation expense benefits according to a surgical sched- 
ule consistent with those customarily offered by the insurer under group 
or individual health insurance policies and providing a maximum 
benefit of eight hundred dollars ($800); 

(B) Pian B: 

(i) Hospital room and board daily expense benefits in a maximum 
dollar amount equal to seventy-five percent (75%) of the maximum 
dollar amount determined for Plan A, for a maximum duration of 
seventy (70) days; 

(ii) Miscellaneous hospital expense benefits of a maximum amount of 
ten (10) times the hospital room and board daily expense benefits; and 

(iii) Surgical operation expense benefits according to a surgical sched- 
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ule consistent with those customarily offered by the insurer under group 
or individual health insurance policies and providing a maximum 
benefit of six hundred dollars ($600); or 

(C) Pian C: 

(i) Hospital room and board daily expense benefits in a maximum 
dollar amount equal to fifty percent (50%) of the maximum dollar 
amount determined for Plan A, for a maximum duration of seventy (70) 
days; 

(ii) Miscellaneous hospital benefits of a maximum amount of ten (10) 
times the hospital room and board daily expense benefits; and 

(iii) Surgical operation expense benefits according to a surgical sched- 
ule consistent with those customarily offered by the insurer under group 
or individual health insurance policies and providing a maximum 
benefit of four hundred dollars ($400). 

(2) The maximum dollar amounts in Plan A shall be determined by the 
commissioner and may be redetermined by the commissioner from time to time 
as to converted policies issued subsequent to the redetermination. The rede- 
termination shall not be made more often than once in three (3) years. The 
maximum dollar amounts in Plans A, B, and C shall be rounded to the nearest 
multiple of ten dollars ($10.00). 

(b) The insurer may also, in lieu of the plans of benefits set forth in 
subsection (a), provide alternate plans with benefits exceeding those in Plan A, 
B, or C, with the approval of the commissioner. 

(c) If the benefits level required in subsections (a) and (b) exceeds the 
benefits level provided under the group policy, the conversion policy may offer 
benefits that are substantially similar to those provided under the group policy 
in lieu.of those required in subsections (a) and (b). 

(d) The insurer may, at its option, also offer alternate plans of group health 
conversion in addition to those required by this part. 


History. 
Acts 1980, ch. 537, § 1; 1992, ch. 984, § 1; 
T.C.A., § 56-7-1507. 


56-7-2319. Optional election of retirement conversion rights. 


In the event coverage would be continued under the group policy on an 
employee following retirement prior to the time the employee is or could be 
covered by medicare, the employee may elect, in lieu of the continuation of 
group insurance, to have the same conversion rights as would apply had the 
employee’s insurance terminated at retirement by reason of termination of 
employment or membership. 


History. Section to Section References. 
Acts 1980, ch. 587, § 1; 1992, ch. 984, § 1; Sections 56-7-2312 — 56-7-2322 are referred 
T.C.A., § 56-7-1508. to in § 56-7-2318. 


56-7-2320. Medicare eligibility as affecting coverage — Persons who 
may claim conversion privilege. 


(a) The converted policy may provide for reduction of coverage on any person 
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upon the person’s eligibility for coverage under medicare under Title XVIII of 
the federal Social Security Act (42 U.S.C. § 1395 et seq.), or under any other 
state or federal law providing for benefits similar to those provided by the 
converted policy. 

(b) Subject to the conditions set forth in subsection (a), the conversion 
privilege shall also be available to: 

(1) The surviving spouse, if any, at the death of the employee or member, 
with respect to the spouse and the children whose coverage under the group 
policy terminates by reason of the death, otherwise to each surviving child 
whose coverage under the group policy terminates by reason of the death, or, 
if the group policy provides for continuation of dependents’ coverage follow- 
ing the employee’s or member’s death, at the end of the continuation; 

(2) The spouse of the employee or member upon termination of coverage 
of the spouse, while the employee or member remains insured under the 
group policy, by reason of ceasing to be a qualified family member under the 
group policy, with respect to the spouse and the children whose coverage 
under the group policy terminates at the same time; 

(3) Achild, solely with respect to the child, upon termination of the child’s 
coverage by reason of ceasing to be a qualified family member under the 
group policy, if a conversion privilege is not otherwise provided with respect 
to the termination; and 

(4) The spouse of the employee upon termination of coverage of the spouse 
by reason of termination of coverage of the employee or member because of 
eligibility for medicare. 


History. Section to Section References. 
Acts 1980, ch. 537, § 1; 1992, ch. 984, § 1; Sections 56-7-2312 — 56-7-2322 are referred 
T.C.A., § 56-7-1509. to in § 56-7-2318. 


56-7-2321. Provision of group coverage in lieu of converted individual 
coverage. 


The insurer may elect to provide group insurance coverage in lieu of the 
issuance of a converted individual policy. 


History. Section to Section References. 
Acts 1980, ch. 537, § 1; 1992, ch. 984, § 1; Sections 56-7-2312 — 56-7-2322 are referred 
T.C.A., § 56-7-1510. to in § 56-7-2318. 


56-7-2322. Notice of conversion privilege. 


A notification of the conversion privilege shall be included in each certificate 
of coverage. 


History. Section to Section References. 
Acts 1980, ch. 537, § 1; 1992, ch. 984, § 1; Sections 56-7-2312 — 56-7-2322 are referred 
T.C.A., § 56-7-1511. to in § 56-7-2318. 


56-7-2323. Reduction of benefits for school insurance benefits prohib- 
ited. 


No group policy of accident and sickness insurance offered for sale in this 
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state shall be issued or renewed by any insurer or hospital service corporation 
or medical service corporation transacting business in this state that, by the 
terms of the policy, excludes or reduces the benefits payable or services to be 
rendered to or on behalf of any insured because benefits have been paid or are 
also payable under any blanket group or franchise school accident policy 
regardless of who makes the premium contribution, or under any individually 
underwritten and individually issued contract or plan of insurance that 
provides exclusively for accident and sickness benefits and for which one 
hundred percent (100%) of the premiums have been paid by the insured or a 
member of the insured’s family or the insured’s guardian, regardless of the 
mode or channel of premium payment to the insurer or of any discount received 
on the premium by virtue of the insured’s membership in any organization or 
of the insured’s status as an employee. 


History. 
Acts 1976, ch. 412, § 1; T.C.A., § 56-3332; 
Acts 1992, ch. 984, § 1; T.C.A., § 56-26-130. 


56-7-2324. Student accident coverage — Benefit reduction restricted. 


Under any student accident coverage, regardless of the form of the contract, 
no provision may be included that reduces the benefits payable on account of 
the existence of group or individual insurance contracts that provide health 
insurance coverage on the student; provided, that this section does not apply to 
any student accident coverage where the school or institution is the policy- 
holder and pays one hundred percent (100%) of the premium for the policy, 
without receipt of any premium contribution from any individual insured, 
parent or guardian. 


History. T.C.A., § 56-3333; Acts 1992, ch. 984, § 1; 
Acts 1976, ch. 412, § 2; 1978, ch. 897,§ 1; T.C.A., § 56-26-1381. 


56-7-2325. Medical accident insurance issued to school children — 
Coverage. 


Where any policy of insurance, group or individual, issued after July 1, 1978, 
to school children, contains a provision whereby incurred medical benefits for 
accidents are payable for a specified number of days following the covered 
accident and if, during the specified period, written notice is given to the 
insurance company by the insured, accompanied by a written statement from 
the insured’s licensed physician stating that medical treatment will be 
required after the termination of the specified period, then the company shall 
pay the medical expenses that are incurred within one (1) year from the date 
of the accident causing the loss for benefits as provided by the contract of 
insurance. 


History. Collateral References. 
Acts 1973, ch. 311, § 1; T.C.A., § 56-1163; What constitutes medical or surgical treat- 
Acts 1992, ch. 984, § 1; T.C.A., § 56-7-1007. ment, or the like, within exclusionary clause of 


611 POLICIES AND POLICYHOLDERS 56-7-2348 


accident policy or accidental-death feature of 
life policy. 56 A.L.R.5th 471. 


56-7-2326 — 56-7-2346. [Repealed.] 


Compiler’s Notes. ch. 1006, §§ 1-7, 9; 1993, ch. 498, §§ 1-2; 

Former §§ 56-7-2326 — 56-7-2346 (Acts  T.C.A., §§ 56-39-101 — 56-39-112, 56-39-115 — 
1986, ch. 870, §§ 1-12,15-21; 1987, ch. 253, 56-39-124), concerning the comprehensive 
§§ 1-5; 1988, ch. 521, § 1; 1988, ch. 983, §§ 1, health insurance pool, were repealed by Acts 


3-6; 1988, ch. 1013, § 24; 1990, ch. 1073, 1996 ch. 1020, § 2, effective June 30, 1996. 
§§ 1-9, 12-17, 19-21; 1992, ch. 984, § 1; 1992, 


56-7-2347. Coverage of children in custody of guardians. 


(a) Notwithstanding any other law to the contrary, any individual, fran- 
chise, blanket or group policy issued pursuant to this title or any medical 
service plan, contract, hospital service corporation contract, hospital and 
medical service contract, fraternal benefit society or health maintenance 
organization that provides hospital expense insurance, surgical expense insur- 
ance, medical or major medical services insurance and that is entered into, 
delivered, issued for delivery, or renewed, excepting individual insurance 
policy renewal, by agreement or otherwise, beginning January 1, 1994, shall 
provide benefits for minor children who are by court order in the custody of a 
guardian who is a resident of this state covered under any such policy or plan 
issued to or on behalf of the guardian, unless the policy or plan specifically 
excludes or reduces the benefits. 

(b) This section shall not apply to policies that provide only hospital 
indemnity benefits or to policies that provide only benefits for specified 
accidents or specified diseases. : 

(c) Any increase in expenditure requirements on a municipality or a county 
resulting from this section shall be appropriated from funds that the munici- 
pality or county receives from the state-shared taxes that are not earmarked 
by statute for a particular purpose. 


History. 
Acts 1994, ch. 841, § 1. 


Attorney General Opinions. 
Shelby County: compliance with statute re- 
quired, OAG 95-002 (1/6/95). 


56-7-2348. Eligibility for medicaid. 


(a) All entities providing health care benefits, including, but not limited to, 
insurers, ERISA group health plans, health maintenance organizations and 
nonprofit hospital and medical service plans, are prohibited from considering 
the availability or eligibility for medical assistance under 42 U.S.C. § 1396a, 
which is referred to as “medicaid,” when considering eligibility for coverage or 
calculating payments under their plans for eligible enrollees, subscribers, 
policyholders, or certificate holders. 

(b) To the extent that payment for covered expenses has been made under 
the state medicaid program for health care items or services furnished to an 
individual, the state is considered to have acquired the rights of the individual 
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to payment by any other party for the health care items or services. Upon 
presentation of proof that the state medicaid program or any provider who has 
contracted with the state to provide medicaid services has paid for covered 
items or services, the insurer, ERISA group health plan, health maintenance 
organization, or nonprofit hospital and medical service plan shall make 
payment to the state medicaid program, or contracted provider under the 
medicaid program according to the coverage provided in the policy or contract 
on the same basis applicable to an agent or assignee of any other individual so 
covered. 


History. 
Acts 1994, ch. 881, § 2. 


Compiler’s Notes. 

Benefits under the TennCare program may 
also be available. See the cross reference notes 
for enabling legislation. 


Cross-References. 


Law Reviews. 

Constitutional Issues Raised by States’ Ex- 
clusion of Fertility Drugs from Medicaid Cover- 
age in Light of Mandated Coverage of Viagra, 
54 Vand. L. Rev. 359 (2001). 


Attorney General Opinions. 
Shelby County: compliance with statute re- 


TennCare enabling bills (Acts 1993, ch. 358), quired, OAG 95-002 (1/6/95). 


codified in §§ 71-5-102 — 71-5-106 and 71-5- 
134. 


56-7-2349. Patients’ right to truth — Alternative medical care, treat- 
ments, programs, or pharmaceuticals. 


(a) This section shall be known and may be cited as the “Patients’ Right to 
Truth Act of 1996.” 

(b) Each managed care organization, health maintenance organization or 
preferred provider organization, referred to as the “plan” in this section, shall 
not in any way restrict medical personnel regarding informing patients of 
alternative medical care, treatments, programs or pharmaceuticals that may 
be available to the enrollee or participant, regardless of whether covered by the 
plan or not. 

(c) A violation of this section is punishable by payment of a civil penalty of 
not more than one thousand dollars ($1,000) for each violation, but not to 
exceed an aggregate penalty of ten thousand dollars ($10,000), unless the 
person knew or reasonably should have known the person was in violation of 
this section, in which case the penalty is not more than five thousand ($5,000) 
for each violation, but not to exceed an aggregate penalty of fifty thousand 
dollars ($50,000) in any six-month period. 


History. 
Acts 1996, ch. 874, § 1. 


56-7-2350. Maternity benefits — Minimum standards of coverage. 


(a) The general assembly finds that Tennesseans are increasingly concerned 
that mothers and newborns receive proper medical care prior to hospital 
discharge. The general assembly further finds that the lack of proper medical 
care jeopardizes the health, safety and well-being of the mothers and newborns 
and may result in serious, costly repercussions not only for the mothers and 
newborns but also for the entire state. The general assembly, therefore, finds 
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and declares the existence of an immediate and substantial threat to the public 
health, safety and welfare. The general assembly acknowledges and endorses 
the recently promulgated emergency rules of the departments of finance and 
administration and commerce and insurance to timely address these impor- 
tant concerns. 

(b) In accordance with the Uniform Administrative Procedures Act, com- 
piled in title 4, chapter 5, the departments are authorized to promulgate 
permanent rules establishing minimum standards of coverage for maternity 
benefits offered by insurers. The rules will establish standards sufficient to 
protect and promote the health, safety and well-being of both the post-partum 
mother and the newborn and recognize the relationship between the mother 
and physician. 


History. 
Acts 1996, ch. 964, § 1. 


56-7-2351. Pregnancy and maternity benefits — Termination of cover- 
age. 


Any individual and group health insurance policy providing coverage on an 
expense incurred basis or any individual and group service or indemnity type 
contract issued by a nonprofit corporation or the TennCare program that 
provides coverage for pregnancy and/or maternity benefits may not be can- 
celled or terminated due to pregnancy of an enrollee in the plan. If and only if 
a person or the person’s spouse is pregnant at the time the health insurance 
coverage is initially purchased, then at the time of the purchase, pregnancy 
and/or maternity benefits for the current pregnancy may be denied as a 
preexisting condition. This section shall apply to any person who should have 
been entitled to coverage for the benefits on or after January 1, 1996. 


History. 
Acts 1996, ch. 964, § 2. 


56-7-2352. Legislative findings — Coverage for off-label uses of ap- 
proved drugs. 


(a) The general assembly finds and declares the following: 

(1) The citizens of this state rely upon health insurance to cover the cost 
of obtaining health care; 

(2) It is essential that the citizens’ expectation that their health care costs 
will be paid by their insurance policies is not disappointed and that they 
obtain the coverage necessary and appropriate for their care within the 
terms of their insurance policies; 

(3) Some insurers deny payment for drugs that have been approved by the 
federal food and drug administration (FDA) when the drugs are used for 
indications other than those stated in the labeling approved by the FDA, 
known as off-label use, while other insurers with similar coverage terms do 
pay for off-label use; 

(4) Denial of payment for off-label use can interrupt or effectively deny 
access to necessary and appropriate treatment for a person being treated for 
a life-threatening illness; 
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(5) Equity among employers who obtain insurance coverage for their 
employees and fair competition among insurance companies require that 
insurance companies assure citizens reimbursement for drugs in the same 
way and in the way citizens expect; 

(6) Off-label use of an FDA-approved drug is legal when prescribed in a 
medically appropriate way and is often necessary to provide needed care. 
Approximately fifty percent (50%) of cancer drug treatment is for off-label 
indications. The FDA and the federal department of health and human 
services recognize the wide variety of effective uses of FDA-approved drugs 
for off-label indications. Information on the appropriate off-label use of 
FDA-approved drugs is obtained from compendia published by the United 
States Pharmacopeial Convention, the American Medical Association, and 
the American Society of Hospital Pharmacists. In addition, scientific studies 
of off-label use of drugs published in recognized peer-reviewed professional 
journals provide information on appropriate use of drugs for off-label 
indications. The Omnibus Budget Reconciliation Act of 1990 recognizes 
these three (3) compendia and peer-reviewed literature as appropriate 
sources for reimbursement, and requires medicaid agencies to pay for 
off-label use of drugs prescribed for medicaid patients if the use is stated in 
any of these sources. The Omnibus Budget Reconciliation Act of 1993 applies 
the same criteria and coverage to medicare patients. Twenty (20) states have 
also passed similar legislation, most based on uniform legislation. The 
National Association of Insurance Commissioners has also adopted a model 
act based on the ACCC model legislation; 

(7) Use of FDA-approved drugs for off-label indications provides effica- 
cious drugs at a lower cost. To require that all appropriate uses of a drug 
undergo approval by the FDA would substantially increase the cost of drugs, 
delay or even deny patients’ ability to obtain medically effective treatment. 
FDA approval for each use would require substantial expenditure and time 
to undergo the clinical trials necessary to obtain FDA approval. This is 
particularly the case when a drug is off-patent and in generic production, 
and consequently is available at a lower price. Once a drug is in generic 
production by multiple manufacturers, it is not economically feasible for a 
manufacturer to incur the cost of FDA approval; 

(8) Reimbursement for off-label indications of FDA-approved drugs is 
necessary to conform to the way in which appropriate medical treatment is 
provided, to make needed drugs available to patients, and to contain health 
care costs; and 

(9) This section shall not apply to a governmentally funded health care 
program, if the program requires the provision of medically necessary 
services. 

(b) As used in this section, unless the context requires otherwise: 

(1) “Insurance policy” means any individual, group, or blanket policy 
written by a medical expense indemnity corporation, a hospital service 
corporation, a health care service plan contract, or a private insurance plan 
issued, amended, delivered or renewed in this state, or that provides such. 
insurance for residents of this state; 

(2) “Medical literature” means published scientific studies published in 


om 
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any peer-reviewed national professional journal; and 

(3) “Standard reference compendia” means: 

(A) The United States Pharmacopeia Drug Information; 

(B) The American Medical Association Drug Evaluations; 

(C) The American Hospital Formulary Service Drug Information; 

(D) The National Comprehensive Cancer Network Drugs and Biologics 

Compendium; 

(E) The Thomson Micromedex DrugDex; or 

(F) The Gold Standard/Elsevier Clinical Pharmacology. 
(c)(1) No insurance policy or contract regulated under this title that pro- 
vides coverage for drugs shall exclude coverage of any such drug for a 
particular indication on the ground that the drug has not been approved by 
the FDA for that indication, if the drug is recognized for treatment of the 
indication in one (1) of the standard reference compendia, or in the medical 
literature; provided, that nothing in this section shall be construed to 
authorize the commissioner of health to approve any drug or direct any 
person that issues an insurance policy to make payments for the drug for a 
particular indication unless the drug is recognized for treatment of the 
indication in one (1) of the standard reference compendia or in the medical 
literature. 

(2) Any coverage of a drug required by this section shall also include 
medically necessary services associated with the administration of the drug. 

(3) This section shall not be construed to alter existing law with regard to 
provisions limiting the coverage of drugs that have not been approved by the 
FDA. 

(4) This section shall not be construed to require coverage for any drug 
when the FDA has determined its use to be contra-indicated. 

(5) This section shall not be construed to require coverage for experimen- 
tal drugs not otherwise approved for any indication by the FDA. 

(6) Any dispute about coverage for off-label uses brought to the commis- 
sioner of health shall be resolved by the appropriate court-approved griev- 
ance process authorized by the department. 

(7) The commissioner of health shall have the authority to direct any 
person who issues an insurance policy to make payments required by this 
section. 


History. : 
Acts 1997, ch. 277, § 1; 2010, ch. 890, § 1. 


Compiler’s Notes. 

Acts 1997, ch. 277, § 2 provided that this 
section shall apply to contracts entered into or 
renewed on or after July 1, 1997. 

Benefits under the TennCare program may 
also be available. See the cross reference notes 
for enabling legislation. 


Cross-References. 
TennCare enabling bills (Acts 1993, ch. 358), 


codified in §§ 71-5-102 — 71-5-106 and 71-5- 
134. 


Attorney General Opinions. 

The commissioner of health may construe the 
term, “court-approved grievance process,” as 
used in subdivision (c)(6) of this section, as 
referring to the contested case provisions of the 
Administrative Procedures Act, T.C.A. §§ 4-5- 
301, et seq, OAG 03-157, 2003 Tenn. AG LEXIS 
189 (12/01/03). 
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56-7-2353. Coverage of dental procedures performed on certain mi- 
nors in hospitals. 


(a) Any accident or sickness insurance or hospital, medical service contract 
or policy under this chapter or chapter 26, 27, 28, 29 or 32 of this title that 
takes effect on or after July 1, 1997, shall provide for reimbursement of 
anesthesia expenses, hospital expenses and physician expenses associated 
with any inpatient/outpatient hospital dental procedure where: 

(1) The expense is covered under the contract or policy; and 
(2) The procedure is performed on a minor eight (8) years of age or 
younger and cannot be safely performed in a dental office setting. 

(b) The benefit provided for by this section shall be subject to the same 
annual deductibles or co-insurance established for all other covered benefits 
within a given plan, policy or contract. Private third party payors may not 
reduce or eliminate coverage due to the requirements of this section. Nothing 
contained in this section shall be construed as applying to medical assistance 
programs funded with state and federal funds, if the programs require 
provision of services as medically necessary. 


History. 
Acts 1997, ch. 363, § 1. 


56-7-2354. Early detection of prostate cancer. 


(a) Every contract that provides for hospital, surgical or medical care shall 
provide, upon the recommendation of a physician, coverage for the early 
detection of prostate cancer for men fifty (50) years of age and older and other 
men if a physician determines that early detection for prostate cancer is 
medically necessary. Nothing contained in this section shall be construed as 
applying to medical assistance programs funded with state and federal funds, 
if the programs require the provision of services as medically necessary. 

(b) Nothing in this section shall apply to accident only, specified disease, 
hospital indemnity, medicare supplement, long-term care or other limited 
benefit health insurance policies. 


History. 
Acts 1997, ch. 443, § 1. 


56-7-2355. Coverage of emergency services. 


(a) As used in this section, unless the context otherwise requires: 

(1) “Emergency medical condition” means a medical condition that mani- 
fests itself by symptoms of sufficient severity, including severe pain, that a 
prudent layperson, who possesses an average knowledge of health and 
medicine, could reasonably expect the absence of immediate medical atten- 
tion to potentially result in: 

(A) Placing the person’s health in serious jeopardy; 
(B) Serious impairment to bodily functions; or 
(C) Serious dysfunction of any bodily organ or part. 
(2) “Emergency services” means health care items and services furnished 
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in a hospital that are required to determine, evaluate and/or treat an 
emergency medical condition, until the condition is stabilized, as directed or 
ordered by a physician or directed by physician or hospital protocol; 

(3) “Health benefit plan” means any hospital or medical expense policy, 
health, hospital or medical service corporation contract, a policy or agree- 
ment entered into by a health insurer or a health maintenance organization 
contract offered by an employer, other plans administered by the state 
government, or any certificate issued under the policies, contracts or plans. 
“Health benefit plan” does not include policies or certificates covering only 
accident, credit, dental, disability income, long-term care, hospital indem- 
nity, medicare supplement as defined in § 1882(g)(1) of the Social Security 
Act (42 U.S.C. § 1395ss(g)(1)), specified disease, vision care, other limited 
benefit health insurance, coverage issued as a supplement to liability 
insurance, workers’ compensation insurance, automobile medical payment 
insurance, or insurance under which benefits are payable with or without 
regard to fault and that is statutorily required to be contained in any liability 
insurance policy or equivalent self-insurance; 

(4) “Health insurer” means any entity offering a health benefit plan; 

(5) “Participating provider” means a provider who, under a contract with 
the health insurer or with its contractor or subcontractor, has agreed to 
provide one (1) or more health care services to enrollees of the health 
insurer’s health benefit plan with an expectation of receiving payment, other 
than coinsurance, copayments or deductibles, directly or indirectly from the 
health insurer; 

(6) “Physician” means a person licensed or permitted to practice medicine 
and surgery under title 63, chapter 6 or 9; 

(7) “Provider” means a physician, hospital or other person licensed, 
accredited or certified to perform specified health care services pursuant to 
title 63, chapter 6 or 9, or title 68; and 

(8) “Stabilized” means, with respect to an emergency medical condition, 

that no material deterioration of the condition is likely, within a reasonable 
medical probability, to result from or occur during the transfer of the 
individual from a facility. 
(b)(1) A health benefit plan shall not deny coverage for emergency services 
if the symptoms presented by an enrollee of a health benefit plan and 
recorded by the attending provider indicate that an emergency medical 
condition could exist, regardless of whether or not prior authorization was 
obtained to provide those services and regardless of whether or not the 
provider furnishing the services has a contractual agreement with the 
health benefit plan for the provision of the services to the enrollee. 

(2) If a participating provider or other authorized representative of a 
health insurer authorizes emergency services, the health insurer shall not 
subsequently rescind or modify that authorization after the provider renders 
the authorized care in good faith and pursuant to the authorization except 
for payments made as a result of misrepresentation, fraud, omission or 
clerical error. 

(3) Once an enrollee is stabilized pursuant to subdivision (a)(8), a health 
benefit plan may require as a condition of further coverage that a provider 
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promptly contact the health insurer for prior authorization for continuing 
treatment, specialty consultations, transfer arrangements or other medi- 
cally necessary and appropriate care for an enrollee. 

(4) Coverage of emergency services shall be subject to applicable copay- 
ments, coinsurance and deductibles. 


History. ment, or the like, within exclusionary clause of 
Acts 1997, ch. 524, § 1; 1998, ch. 1134, § 1. accident policy or accidental-death feature of 


Collateral Refeseuren. life policy. 56 A.L.R.5th 471. 


What constitutes medical or surgical treat- 


56-7-2356. Sufficient network of providers — Determining compliance 
— Timeliness. 


(a)(1) Each managed health insurance issuer that offers a plan that limits 
its enrollees’ choice of providers shall maintain a network that is sufficient 
in numbers and types of providers to assure that all covered benefits to 
covered persons will be accessible without unreasonable delay. In the case of 
emergency services, covered persons shall have access to health care services 
twenty-four (24) hours per day, seven (7) days per week. Sufficiency shall be 
determined in accordance with the requirements of this section and may be 
established by reference to network adequacy standards established by the 
managed health insurance issuer, specifically: 

.. (A) Primary care provider-covered person ratios; and 

(B) Geographic accessibility; 

(2) The network adequacy standards description shall be filed with the 
commissioner and updated annually. 

(b) In addition to establishing the standards required pursuant to subsec- 
tion (a), the managed health insurance issuer’s network shall demonstrate the 
following: 

(1) An adequate number of acute care hospital services, within a reason- 
able distance or travel time; 

(2) An adequate number of primary care providers within not more than 
thirty (30) miles distance or thirty (30) minutes travel time at a reasonable 
speed; 

(3) An adequate number of specialists and subspecialists, within a rea- 
sonable distance or travel time; 

(4) Acomprehensive listing, made available to covered persons and health 
care providers, of the plan’s network participating providers and facilities, 
and the listing shall be supplemented to show additions and deletions, if any 
exist, at least annually; 

(5) The procedures for making referrals within and outside its network 
that, at a minimum, shall include the following: 

(A) A process for expediting the referral process when indicated by a 
medical condition; and 

(B) A provision that referrals approved by the plan cannot be retrospec- 
tively denied except for fraud or abuse, subject to the eligibility aod 
coverage provisions of the contract; 

(6) The process for monitoring and assuring on an ongoing basis the 
sufficiency of the network to meet the health care needs of populations that 
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enroll in plans; 

(7) The quality assurance standards, adequate to identify, evaluate, and 
remedy problems relating to access, continuity, and quality of care; 

(8) The system for ensuring the coordination of care for covered persons 
receiving approved care from specialty providers; and 

(9) Any other information required by the commissioner to determine 
compliance with this part. | 

(c) In any case where the managed health insurance issuer has no partici- 
pating providers to provide a covered benefit, the managed health insurance 
issuer shall arrange for a referral to a provider with the necessary expertise 
and ensure that the covered person obtains the covered benefit at no greater 
cost to the covered person than if the benefit were obtained from a network 
provider. 

(d) In determining whether a managed health insurance issuer has com- 
plied with this section, consideration shall be given to the relative availability 
of health care providers, specialists and subspecialists in the service area 
under consideration. Relative availability includes the acceptance by the 
health care providers, specialists or subspecialists of the terms, conditions and 
fees offered under the contract or plan. A network shall not be deemed 
inadequate solely because the network does not include a provider, specialist or 
subspecialist who is the sole provider in the community, if the provider, 
specialist or subspecialist refuses to contract with the managed health 
insurance issuer on terms and conditions substantially similar to providers, 
specialists or subspecialists in contiguous communities. 

(e) Health care providers who participate in a managed health insurance 
issuer’s plan shall provide timely appointments to patients and shall see the 
patients on a timely basis after arrival for an appointment. A managed health 
insurance issuer may include in its contracts with health care providers 
provisions that establish the meaning of timeliness. 

(f) Providers who do not participate in a managed health insurance issuer’s 
plan but seek reimbursement through the point of service option mandated in 
§ 56-32-128 shall have the obligation to provide appointments on a timely 
basis and, upon arrival for appointments, the provider shall see the patient on 
a timely basis; provided, that timeliness shall be consistent with usual and 
customary standards for the community in which the provider is located. 
Frequent and repetitive failure to comply with this subsection (f) may be cause 
for the managed health insurance issuer to withhold reimbursement from the 
nonparticipating provider. 


History. Section to Section References. 
Acts 1998, ch. 1033, § 5. This section is referred to in §§ 56-32-1038, 
56-51-106. 


Cross-References. 

Reporting requirements satisfied by notice to 
general assembly members of publication of 
report, § 3-1-114. 
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56-7-2357. [Expired.] 


Compiler’s Notes. 1, 2001, pursuant to Acts 1998, ch. 1033, § 11, 
Former § 56-7-2357 (Acts 1998, ch. 1033, as amended by Acts 2001, ch. 236, § 1. 
§ 7), concerning direct access, expired on July 


56-7-2358. Continuity of care. 


(a) If a provider who is a member of a managed health insurance issuer’s 
network terminates its agreement with the issuer, or the issuer terminates the 
provider without cause, then the provider and issuer shall allow a subscriber 
or enrollee who is: 

(1) Under active treatment for a particular injury or sickness, to continue 
to receive covered benefits from the treating provider for the injury or 
sickness for a period of one hundred twenty (120) days from the date of notice 
of termination; 

(2) In the second trimester of pregnancy to continue care with a treating 
provider until completion of postpartum care; and 

(3) Being treated at an inpatient facility to remain at the facility until the 
patient is discharged. 

(b) Subsection (a) shall apply only if the treating provider or inpatient 
facility agrees to continue to be bound by the terms, conditions and reimburse- 
ment rates of the provider’s agreement with the issuer. 


History. 
Acts 1998, ch. 10338, § 8. 


56-7-2359. Pharmacy and pharmacy access. 


(a) No health insurance issuer and no managed health insurance issuer 
may: 
(1) Deny any licensed pharmacy or licensed pharmacist the right to 

participate as a participating provider in any policy, contract or plan on the 

same terms and conditions as are offered to any other provider of pharmacy 
services under the policy, contract or plan; provided, that nothing in this 
subdivision (a)(1) shall prohibit a managed health insurance issuer or health 
insurance issuer from establishing rates or fees that may be higher in 
nonurban areas, or in specific instances where a managed health insurance 

issuer or health insurance issuer determines it necessary to contract with a 

particular provider in order to meet network adequacy standards or patient 

care needs; and 

(2) Prevent any person who is a party to or beneficiary of any policy, 
contract or plan from selecting a licensed pharmacy of the person’s choice to 
furnish the pharmaceutical services offered under any contract, policy or 
plan; provided, that the pharmacy is a participating provider under the same 
terms and conditions of the contract, policy or plan as those offered any other 
provider of pharmacy services. 

(b) Notwithstanding any provision of this chapter to the contrary, a health 
insurance issuer or managed health insurance issuer may restrict an abusive 
or heavy utilizer of pharmacy services to a single pharmacy provider for 
nonemergency services, so long as the individual to be restricted has been 
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afforded the opportunity to participate in the process of selection of the 
pharmacy to be used, or has been given the right to change the pharmacy to be 
used to another participating provider of pharmacy services prior to the 
restriction becoming effective. After a restriction is effective, the individual so 
restricted shall have the right to change a pharmacy assignment based on 
geographic changes in residence or if the member’s needs cannot be met by the 
currently assigned pharmacy provider. 

(c) If a managed health insurance issuer or health insurance issuer revises 
its drug formulary to remove a drug from a previously approved formulary, the 
health insurance issuer or managed health insurance issuer shall allow a 
subscriber or enrollee an opportunity to file a grievance relative to the decision 
to remove the drug. The grievance must be filed within sixty (60) days after 
notification to the provider that the drug is being removed. If the grievance is 
filed with a managed health insurance issuer or health insurance issuer within 
ten (10) days after the subscriber or enrollee knows or should have known that 
the drug is being removed, the subscriber or enrollee may continue to receive 
the drug that is being removed from the formulary until the managed health 
insurance issuer or health insurance issuer completes the grievance process. 
This subsection (c) shall not apply to any drug removed from a previously 
approved formulary when the reason for the removal is due to patient care 
concerns or other potentially detrimental effects of the drug. Nothing con- 
tained in this section shall be construed or interpreted as applying to the 
TennCare programs administered pursuant to the waivers approved by the 
federal department of health and human services. 

(d) As used in this section, “managed health insurance issuer” has the same 
meaning as defined in § 56-32-128(a). 

(e) Each health insurance issuer or managed health insurance issuer shall 
apply the same coinsurance, co-payment, deductible and quantity limit factors 
within the same employee group and other plan-sponsored groups to all drug 
prescriptions filled by any licensed pharmacy provider, whether by a retail 
provider or a mail service provider; provided, that all pharmacy providers 
comply with the same terms and conditions. Nothing in this section shall be 
construed to prohibit the health insurance issuer or managed health insurance 
issuer from applying different co-insurance, co-payment, and deductible fac- 
tors within the same employer group and other plan-sponsored groups be- 
tween generic and brand-name drugs nor prohibit an employer or other 
plan-sponsored group from offering multiple options or choices of health 
insurance benefit plans, including, but not limited to, cafeteria benefit plans. 


History. 
Acts 1998, ch. 1033, § 9; 2001, ch. 236, 
§§ 2-8. 


Compiler’s Notes. 

Acts 2001, ch. 236, § 9 provides that the 
provisions of § 56-7-2359 shall not apply to 
health plans preempted from state regulation 
by the Employee Retirement Income Security 
Act of 1974 (“ERISA”) (P.L. 93-406, which is 
codified in 29 U.S.C. § 1001 et seq.) 


Cross-References. 
Standardized pharmacy benefit identifica- 
tion card, § 56-7-2361. 


Attorney General Opinions. 

This section cannot reasonably be inter- 
preted to apply to the state insurance commit- 
tees when defining the benefits for the state 
loans, OAG 04-001, 2003 Tenn. AG LEXIS 189 
(1/06/04). 

This section and T.C.A. § 56-7-117 do not 
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apply to a local governmental entity defining and administration and Express Scripts, Inc., 
benefits to be offered under its self-funded OAG 05-123, 2005 Tenn. AG LEXIS 125 
employee health plan, OAG 04-001, 2003 Tenn. (8/8/05). 


AG LEXIS 189 (1/06/04). Applicability, OAG 14-71, 2014 Tenn. AG 
T.C.A § 56-7-2359, is not applicable to a _ [Lexis 73 (7/16/14) 
contract between the department of finance 


NOTES TO DECISIONS 


1. Scope. unwarranted extension of the statute beyond 
T.C.A. 56-7-2359(a)(1) did not prevent health its intended scope. Reeves-Sain Med., Inc. v. 
insurer from imposing additional requirements Bluecross Blueshield of Tenn., 40 S.W.3d 503, 


on the non-pharmaceutical component of home 2000 Tenn. App. LEXIS 663 (Tenn. Ct. App. 
infusion therapy; applying T.C.A. § 56-7- 90900). 
2359(a) to home infusion therapy would be an 


56-7-2360. Coverage for mental health services. 


(a)(1) In addition to any other requirement of law concerning coverage of 
mental health or mental illness benefits, including, but not limited to, 
§ 56-7-2601, any group health plan issued by any entity regulated pursuant 
to insurance law under this title shall provide coverage for mental health 
services as follows: 
(A)G) As to either aggregate lifetime limits or annual limits, or both, for 
a group health plan providing both medical and surgical benefits and 
mental health benefits: 

(a) If the plan does not have a limit on substantially all medical and 
surgical benefits, the plan may not impose the limit on mental health 
benefits; 

(b) If the plan has a limit on substantially all medical and surgical 
benefits, the plan shall either include mental health benefits under 
the limit applied to medical and surgical benefits, or apply a separate 
limit to mental health benefits that is no less than the one applied to 
medical and surgical benefits; and 

(c) If the plan has varying limits on different medical or surgical 
benefits, the plan shall apply an average limit to mental health 
benefits with the average to be computed based on the weighted 
average of the varying limits; 

(ii) “Aggregate lifetime limit” means a dollar limitation on the total 
amount that may be paid for benefits under a health plan with respect 
to an individual or other coverage unit; and 

Gii) “Annual limit” means a dollar limitation on the total amount that 
may be paid for benefits in a twelve-month period under a health plan 
with respect to an individual or other coverage unit; and 
(B)G) Any annual visit limits by a plan shall be equal to or greater than 
twenty (20) hospital inpatient days and twenty-five (25) outpatient or 
doctor visits. As an alternative to hospital inpatient days, if less costly 
residential treatment, partial hospitalization, or crisis respite care for 
the patient is appropriate, the plan shall provide for this care at the rate 
of two (2) alternate care days to one (1) day of inpatient hospital. 
treatment. 

(ii) An issuer of a plan may not count toward the number of outpa- 
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tient visits required to be covered under subdivision (a)(1)(B)(Gi) an 
outpatient visit for the purpose of medication management, and shall 
cover that outpatient visit under the same terms and conditions as it 
covers outpatient visits for the treatment of physical illness. Medication 
management shall not include services that could be billed as a therapy 
or consultation visit. For the purposes of this subdivision (a)(1)(B)(ii), 
“medication management” means pharmacologic management, includ- 
ing prescription, use, and review of medication with no more than 
minimal medical psychotherapy. 

(2) The mandate to provide coverage for mental health services at the 
same rates and terms as coverage provided for all medical and surgical 
conditions under this subsection (a) shall not be applicable to services for the 
abuse of or dependency on alcohol or drugs. 

(3) A plan may not establish a separate limitation for mental health 
services for out-of-pocket cost sharing that is more costly than the limitation 
applied to medical and surgical benefits. 

(4) This subsection (a) shall not apply to group health plans issued to 
small employers, defined as those with from two (2) to twenty-five (25) 
employees. 

(b) Nothing in subsection (a) shall be construed as prohibiting an employee 
health benefit plan, or a plan issuer offering a group health plan from utilizing 
managed care practices for the delivery of benefits required under this section. 

(c) Nothing in this section shall limit the amounts and terms of coinsurance, 
copayments, deductibles, or differentials required to be paid by the enrollee. 

(d) The mandate to provide coverage for mental health services shall not 
apply with respect to a group health plan if the application of the mandate to 
the plan results in an increase in the cost under the plan of more than one 
percent (1%). Documentation of the increase in cost shall be filed with the 
department after twelve (12) months of experience. If the commissioner 
determines that the increase in cost is a result of the requirements of this 
section, the commissioner or the commissioner’s designee shall issue a letter to 
the issuer of the plan that the plan does not have to comply with the mandate 
set out in this section. The issuer may appeal the letter as final agency action 
pursuant to the Uniform Administrative Procedures Act, compiled in title 4, 
chapter 5. 

(e) This section shall not apply to any individual policy issued under this 
title. 

(f) The commissioner is authorized to promulgate rules and regulations to 
effectuate the purposes of this section. The rules and regulations shall be 
promulgated in accordance with the Uniform Administrative Procedures Act. 

(g) Benefits under this section may not be denied for care for confinement 
provided in a hospital owned or operated by this state that is especially 
intended for use in the diagnosis, care and treatment of psychiatric, mental or 
nervous disorders. 

(h) Nothing in this section shall apply to accident-only, specified disease, 
hospital indemnity, medicare supplement, long-term care or other limited 
benefit hospital insurance policies. 
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History. Attorney General Opinions. 
Acts 1998, ch. 1042, §§ 1, 4. Mental Health Parity and Addiction Equity 
alien Act of 2008. OAG 11-25, 2011 Tenn. AG LEXIS 
Compiler’s Notes. 


Acts 1998, ch. 1042, § 5 provides that this 27 (3/21/11). 
section shall apply to contracts entered into or 
renewed on and after January 1, 2000. 


Section to Section References. 
This section is referred to in §§ 56-6-705, 
56-7-2601. 


56-7-2361. Standardized pharmacy benefit identification card. 


(a) Every health benefit plan that provides coverage for prescription drugs 
or devices or services, or administers such a plan, including, but not limited to, 
health maintenance organizations, third party administrators for self insured 
plans and state administered plans, shall issue to each insured a card or other 
technology containing standardized pharmacy benefit identification informa- 
tion. The card shall contain at a minimum the following information: 

(1) The health benefit plan’s name and issuer identifier; 

(2) The American National Standards Institute Issuer Identification 
Number assigned to the administrator or pharmacy benefit manager of the 
plan, when required for proper claims adjudication; 

(3) The processor control number, when required for proper claims 
adjudication; 

(4) The insured’s group number, when required for proper claims 
adjudication; 

(5) The insured’s identification number; 

(6) The insured’s name; and 

(7)(A) The names of all other persons included under the subscriber’s 

coverage and individual identification number information if applicable 

and required for pharmacy claims processing; or 

(B) If a separate card is issued for each person included under the 
subscriber’s coverage, the name of the covered person for whom the card is 
issued may be listed in lieu of the information required by subdivision 

(a)(7)(A). 

(b) This section does not require a health benefit plan to issue an identifi- 
cation card separate from any identification card issued to an enrollee to 
evidence coverage, under the health benefit plan, if the identification card 
contains the elements required by subsection (a). 

(c) The Health Insurance Portability and Accountability Act (HIPAA) ad- 
opted identifiers may be used in lieu of any element listed in subsection (a) at 
such time that use of such HIPAA identifier is adopted as the standard. 

(d) So as to ensure that insurance identification cards issued under this 
section contain accurate and updated information, each insurer shall provide 
each subscriber with a new insurance identification card within a reasonable 
time whenever the American National Standards Institute Issuer Identifica- 
tion Number, the group number or the processor control number is changed. 

(e) As used in this section, “health benefit plan” means an accident and 
health insurance policy or certificate, a nonprofit hospital or medical service 
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corporation contract, a health maintenance organization subscriber contract or 
a plan provided by a multiple employer welfare arrangement. Without limita- 
tion, “health benefit plan” does not mean any of the following types of 
insurance: 

(1) Accident; 

(2) Credit; 

(3) Disability income; ; 

(4) Specified disease coverage issued as a supplement; 

(5) Dental or vision; 

(6) Coverage issued as a supplement to liability insurance; 

(7) Medical payments under automobile or homeowners; 

(8) Insurance under which benefits are payable with or without regard to 
fault and this is statutorily required to be contained in any liability policy or 
equivalent self-insurance; 

(9) Hospital income or indemnity; or 

(10) Long-term care. 


History. 
Acts 2000, ch. 915, § 2. 


Compiler’s Notes. 

Acts 2000, ch. 915, § 1 provided that the act 
may be cited as the “Standardized Pharmacy 
Benefit Identification Card Act.” 

Acts 2000, ch. 915, § 3 provided that the act 
shall be null and void and of no effect unless 
sufficient funds are appropriated in the general 
appropriations act to meet estimated first 
year’s funding. According to the department of 
finance and administration, funding was pro- 
vided in Acts 2000, ch. 994. 

Acts 2000, ch. 915, § 4(a) provided that the 
act shall apply to health benefit plans that are 
delivered, issued for delivery, or renewed on 
and after July 1, 2001. For purposes of the act, 
renewal of a health benefit policy, contract, or 
plan is presumed to occur on each anniversary 
of the date on which coverage was first effective 


on the person or persons covered by the health 
benefit plan. 

Acts 2000, ch. 915, § 4(b) provided that en- 
forcement of the act shall be the responsibility 
of the commissioner of commerce and insur- 
ance. In accordance with the Uniform Admin- 
istrative Procedures Act, compiled in title 4, 
chapter 5, the commissioner shall promulgate 
rules necessary to effectuate the act. Any 
health benefit plan found to be in noncompli- 
ance with the act shall be subject to the impo- 
sition of the penalties and other remedies set 
forth in §§ 56-1-801, 56-8-109, and 56-32-120. 


Cross-References. 

Pharmacy and pharmacy access, § 56-7- 
2359. 

Required use of mail-order pharmacy prohib- 
ited, § 56-7-117. 

Third-Party Prescription Program, § 63-10- 
101 et seq. 


56-7-2362. Payment on authorized services — Correction of submitted 
claims. 


(a)(1) If authorization is given and a pharmacy claim is adjudicated by a 
health insurer or its agent to any pharmacy services provider for care to be 
delivered to a covered beneficiary under any individual, franchise, blanket or 
group health insurance policy, medical service plan corporation contract, 
hospital service corporation contract, hospital and medical service corpora- 
tion contract or fraternal benefit society, the health insurer acting directly or 
by delegation through an agent acting on behalf of the health insurer shall 
not subsequently rescind or modify that authorization or deny the autho- 
rized payment to the pharmacy services provider for the authorized service 
after the provider renders the authorized service in good faith and pursuant 
to the authorization, except for payments made as a result of the provider’s 
misrepresentation or fraud. 
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(2) If the bureau of TennCare provides notice to the health insurer or its 
agent that a person is eligible to participate in the TennCare program, and, 
if based on good faith reliance on the information, the health insurer makes 
a payment to a pharmacy provider for providing pharmacy services to the 
person enrolled in the TennCare program, and, if the bureau of TennCare 
later rescinds the eligibility for the person, then the bureau of TennCare 
shall remain liable to the health insurer for any amount the health insurer 
paid to the provider for the pharmacy services. The bureau of TennCare shall 
not be liable when the eligibility is rescinded in the case of fraud or death as 
defined in the contract. The bureau of TennCare shall not be liable due to an 
error or delay on the part of the managed care organization or its agents in 
processing eligibility information received from the bureau of TennCare. 
(b) Notwithstanding subsection (a), any organization may request the 
pharmacy to adjust or correct an adjudicated claim to correct incorrect data 
elements, including incorrect billing units, incorrect national drug code (NDC) 
numbers and incorrect prescriber identification numbers submitted in error 
and in good faith by the pharmacy. An organization shall provide the pharmacy 
an opportunity to correct claims submitted by the pharmacy in good faith. If 
the pharmacy does not correct the adjudicated claim requested within thirty 
(30) days of receipt of the request, then the organization may rescind, modify 
or recoup the funds paid on the requested claim and shall not be in violation of 
this section. 


History. 
Acts 2001, ch. 340, § 2. 


Cross-References. 
Compliance with provisions regarding autho- 


Compiler’s Notes. 

Acts 2001, ch. 340, § 4, provided that the 
provisions of the act shall not apply to health 
plans preempted from state regulation by the 
Employee Retirement Income Security Act of 


rizations for pharmacy services, § 71-5-138. 
Payment of authorized pharmacy claims and 
corrections by pharmacy, § 56-32-138. 


Section to Section References. 


This section is referred to in § 56-7-3103. 
1974 (“ERISA”) (PL. 93-406, which is codified RGSS Th SLOT Mahe 


as 29 U.S.C. § 1001 et seq.). 


56-7-2363. Colorectal cancer early detection. 


(a) All individual and group health insurance policies providing coverage on 
an expense incurred basis, individual and group service contracts issued by a 
health maintenance organization, all self-insured group arrangements to the 
extent not preempted by federal law and all managed health care delivery 
entities of any type or description, that are delivered or issued on or after 
January 1, 2004, in this state shall include, or shall offer to prospective 
policyholders and existing policyholders on renewal, as an optional benefit, 
coverage for colorectal cancer examinations and laboratory tests specified in 
current American Cancer Society guidelines or federal Preventive Services 
Task Force guidelines for colorectal cancer screening of asymptomatic indi- 
viduals. 

(b) The benefits required by this section shall be subject to the annual 
deductible and co-insurance established for all other similar benefits within 
the policy or contract; provided, that the annual deductible and co-insurance 
for the benefits required by this section are no greater than the annual 


ee ee 
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deductible and co-insurance established for all other similar benefits within 
that policy or contract of insurance. 

(c) Nothing in this section shall apply to the TennCare program adminis- 
tered pursuant to the waivers approved by the federal department of health 
and human services, to accident-only, specified disease, hospital indemnity, 
medicare supplement, long-term care or other limited benefit health insurance 
policies, or to any health benefit that is individually underwritten. 


History. provisions as § 56-7-2363. Acts 2003, ch. 200, 
Acts 2003, ch. 200, § 1. § 1 had previously enacted its provisions as 
§ 56-7-2363; therefore, the provisions of ch. 


Compiler’s Notes. 407 were codified as § 56-7-2364. 


Acts 2003, ch. 407, § 1 purported to enact its 


56-7-2364. Medication counseling. 


(a) Notwithstanding any other law to the contrary, any insurer providing 
individual, franchise, blanket or group policy of insurance issued pursuant to 
this title, medical service plan, contract, hospital service corporation contract, 
hospital and medical service corporation contract, fraternal benefit society, 
health maintenance organization, preferred provider organization or managed 
care organization, that provides hospital expense and surgical or medical 
expense insurance or that is entered into, delivered, issued for delivery or 
renewed in this state after January 1, 2004, may offer to provide reimburse- 
ment coverage for medication counseling the insured receives from a pharma- 
cist pursuant to this section. 

(b)(1) An insured who is prescribed and uses six (6) or more types of 

medication may be entitled to receive two (2) medication counseling sessions 

during the first year the patient begins the sessions, with a doctor of 
pharmacy licensed in accordance with title 63, chapter 10, part 4, who has 
received additional clinical training in the areas of medication management 
and counseling. The goal of the counseling shall be to reduce the number of 
unnecessary medications for patients, and to reduce the incidence of nega- 
tive interactions among various medications a patient may be taking. The 
first medication counseling session shall consist of the following: 
(A) An examination of the patient’s medical history; 
(B) An evaluation of the number and types of medications the patient 
uses, including over-the-counter medications; 
(C) Adetermination of the types of interactions among the medications; 
(D) A recommended medication therapy and thorough analysis of the 
benefit of the medication therapy; 
(E) An evaluation of the cost savings gained as a result of any changes 
made to the prescribed course of medication; and 
(F) Asummary of expected outcomes and proposed follow-up examina- 
tion dates. 

(2) Areport and recommendation from the first counseling session shall 
be forwarded to the prescribing physician or physicians for review. The 
physician may implement the recommendations or may disapprove the 
recommendations. 

(3) The second medication counseling session shall be a follow-up session 
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during which the patient’s response to the medication therapy will be 

monitored. 

(c) Both the first and second counseling sessions during the first year may 
be reimbursable through the patient’s insurance coverage. The patient or the 
pharmacist may request an additional counseling session upon providing 
verification to the insurer that the patient has developed a change in the 
patient’s medical condition. 


History. provisions as § 56-7-2363. Acts 2003, ch. 200, 

Acts 2003, ch. 407, § 1. § 1 had previously enacted its provisions as 

Compile s'Notes § 56-7-2363; therefore, the provisions of ch. 
P ‘ 407 were codified as § 56-7-2364. 


Acts 2003, ch. 407, § 1 purported to enact its 


56-7-2365. Health insurance coverage related to clinical trials. 


(a) As used in this section, unless the context otherwise requires: 

(1) “Health benefit plan” means any hospital or medical expense policy, 
health, hospital or medical service corporation contract, a policy or agree- 
ment entered into by a health insurer or health maintenance organization 
contract offered by an employer, but does not include individually under- 
written health insurance policies, or policies or certificates covering only 
accident, credit, dental, disability income, long-term care, hospital indem- 
nity, medicare supplement as defined in § 1882(g)(1) of the Social Security 
Act (42 U.S.C. § 1395ss(g)(1)), specified disease, vision care, other limited 
benefit health insurance, coverage issued as a supplement to liability 
insurance, workers’ compensation insurance, automobile medical payment 
insurance or insurance that is statutorily required to be contained in any 
liability insurance policy or equivalent self insurance; 

(2) “Health insurer” means any entity offering a health benefit plan; and 

(3) “Routine patient care costs” means the costs associated with the 
provision of health care services, including drugs, medical devices, and 
services that would otherwise be covered under the plan or contract, if those 
drugs, medical devices, and services were not provided in connection with an 
approved clinical trial program, including health care services that are: 

(A) Typically provided absent a clinical trial; 

(B) Required solely for the provision of the drug, medical device or 
service; 

(C) Required for the clinically appropriate monitoring of the drug, 
medical device, or service; 

(D) Provided for the prevention of complication arising from the provi- 
sion of the drug, medical device, or service; and 

(EK) Needed for the reasonable and necessary care arising from the 
provision of the drug, medical device, or service, including the diagnosis or 
treatment of the complications. 

(b) The subject of the trial must evaluate a drug, medical device or service 
that falls within a medicare benefit category and is not statutorily excluded 
from coverage. For purposes of this section, “routine patient care costs” does 
not include the costs associated with the provision of any of the following: 

(1) Drugs, medical devices, and services that have not been approved by 
the federal food and drug administration and that are associated with the 
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clinical trial; 

(2) Services other than health care services, such as travel, housing, 
companion expenses, and other nonclinical expenses, that an enrollee may 
require as a result of the treatment being provided for purposes of the 
clinical trial; 

(3) Drugs, medical devices, and services that are provided solely to satisfy 
data collection and analysis needs, and that are not used in the clinical 
management of the patient; 

(4) Health care services that, except for the fact that they are being 
provided in a clinical trial, are otherwise specifically excluded from coverage 
under the enrollee’s health plan; 

(5) Health care services customarily provided by the research sponsors 
free of charge for any enrollee in the trial; or 

(6) Drugs, medical devices, and services provided solely to determine trial 
eligibility. 

(c) For an enrollee diagnosed with cancer and accepted into a Phase I, Phase 
II, Phase III, or Phase IV clinical trial for cancer, every health benefit plan that 
is issued, amended, delivered, or renewed in this state, shall provide coverage 
for all routine patient care costs related to the clinical trials, if the enrollee’s 
treating physician, who is providing covered health care services to the 
enrollee under the enrollee’s health benefit plan contract, recommends partici- 
pation in the clinical trial after determining that participation in the clinical 
trial has a meaningful potential benefit to the enrollee. For purposes of this 
section, the clinical trial’s endpoints shall not be defined exclusively to test 
toxicity, but shall have a therapeutic intent. 

(d) The treatment shall be provided in a clinical trial that either: 

(1) Involves a drug that is exempt, under federal regulations, from new 
drug application; or 

(2) Is approved by one of the following: 

(A) One (1) of the national institutes of health; 

(B) The federal food and drug administration, in the form of an 
investigational new drug application; 

(C) The federal department of defense; or 

(D) The federal veteran’s administration. 

(e) In the case of health care services provided by a participating provider, 
the payment rate shall be at the network negotiated rate, based on the 
member’s plan design. In the case of a nonparticipating provider, the payment 
shall be at the rate that the member’s plan would otherwise pay to a 
nonparticipating provider for the same services, less any applicable copay- 
ments and deductibles. 

(f) The provision of services, when required by this section, shall not, in 
itself, give rise to liability on the part of the health care service plan. 

(g) Nothing in this section shall be construed to limit, prohibit, or modify an 
enrollee’s right to the independent review process available, or to the indepen- 
dent medical review system. 

(h) Nothing in this section shall be construed to otherwise limit or modify 
any existing requirements under this chapter, or to prevent application of 
copayment or deductible provisions in a plan. 
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(i) Copayments and deductibles applied to services delivered in a clinical 
trial shall be the same as those applied to the same services, if not delivered in 
a clinical trial. 

(j) This section shall not apply to vision-only, dental-only, accident-only, 
specified disease, hospital indemnity, medicare supplement, CHAMPUS 
supplement, long-term care, individually underwritten policies, or disability 
income insurance; provided, that, for specified disease and hospital indemnity 
insurance, coverage for benefits under this section shall apply, but only to the 
extent that the benefits are covered under the general terms and conditions 
that apply to all other benefits under the policy. Nothing in this section shall 
be construed as imposing a new benefit mandate on specified disease, indi- 
vidually underwritten, or hospital indemnity insurance. 

(k) Nothing in this section shall be construed to require payment of costs 
associated with clinical trials that are not routine patient care costs, and that 
would not otherwise be covered by the health benefit plan, including, but not 
limited to, costs for services incurred that are related to or the result of the 
clinical trial. 

(1) This section does not require the payment of any patient care costs, 
routine or otherwise, that are billed by the provider to conduct the clinical 
trial. 

(m) Any entity seeking payment under this section must, at the time 
payment is sought, notify the health insurer in writing that the patient 
receiving the services for which payment is sought is the subject of a clinical 
trial. The notification shall include the patient’s health insurance membership 
identification number. Failure to comply with this subsection (m) by the 
provider conducting the clinical trial shall relieve the health benefit plan and 
its enrollee from any obligation to reimburse the provider. 

(n) Notwithstanding any law to the contrary, any entity associated with the 
provision of medical services, as a part of a clinical trial pursuant to this part, 
shall, upon receipt of applicable payment by the health benefit plan, hold 
harmless, and relieve the enrollee involved, from any liability for services 
rendered by the provider, except for applicable copayment or coinsurance. 

(o) Nothing in this section shall be construed or interpreted as applying to 
the TennCare program under Title XIX of the Social Security Act (42 U.S.C. 
§ 1396 et seq.), or any successor to the TennCare program administered 
pursuant to the federal medicaid laws. Health insurance entities that contract 
directly with the TennCare bureau, in the provision of services for TennCare 
recipients, are specifically excluded from this section, only for the products and 
services made by the health insurance entities on behalf of the bureau of 
TennCare. 


History. shall apply to contracts entered into or renewed 
Acts 2005, ch. 424, § 1. on and after July 1, 2005. 
Compiler’s Notes. Section to Section References. 


Acts 2005, ch. 424, § 2 provided that the act This section is referred to in § 63-6-308. 
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56-7-2366. Notice of termination of coverage for spouses and former 
spouses. 


(a) Every insured or policy holder of a group policy of accident and sickness 
insurance offered for sale in this state, that provides coverage for hospital or 
medical expenses that also provides coverage to the spouse of the insured, shall 
provide at least thirty (30) days’ prior notice of the termination of coverage to 
the covered spouse as a result of a divorce, a legal separation, or other 
separation. The notice shall be written, filed with the court that is hearing the 
divorce or legal separation prior to or at the final hearing, and served upon the 
spouse as provided by Tennessee Rules of Civil Procedure. If no divorce, legal 
separation or similar legal proceeding is pending, then the notice shall be 
transmitted by certified mail, return receipt requested, to the last known 
address of the spouse. 

(b)(1) The notice shall advise the spouse who is to be terminated that, when 

the divorce is final, the spouse shall not be eligible for continued coverage 

under the policy. The notice shall also advise the spouse of the availability of 
the COBRA continuation provision and of the procedures for applying for 

COBRA coverage, including identifying who should be contacted to obtain 

coverage. The notice shall indicate that the spouse who is to be terminated 

will be without health insurance coverage from the insured’s policy and that 
the spouse must obtain coverage under COBRA continuation, or a separate 
source of insurance, if the spouse wishes to retain health insurance coverage. 
(2) For the purposes of this subsection (b), “COBRA continuation provi- 
sion” means any of the following: 
(A) Section 4980B of the Internal Revenue Code of 1986 (26 U.S.C. 
§ 4980B), other than subdivision (f)(1), insofar as it relates to pediatric 
vaccines; 
(B) The Employee Retirement Income Security Act (ERISA), Part 6 of 
Subtitle B of Title I (29 U.S.C. § 1161 et seq.), other than § 609 (29 U.S.C. 
§ 1169); or 
(C) Title XXII of the Public Health Service Act (42 U.S.C. § 300bb-1 et 
seq.). 

(c) As an employer updates the plan summary, in the course of business, for 
any group policy of accident and sickness insurance that it may offer to its 
employees, the employer shall include a notice of the provisions of this section 
in the summary. 

(d) The attorney for the insured in any action for divorce shall advise the 
insured or policy holder of the obligation imposed by this section. 

(e) The administrative office of the courts shall develop a model notice to 
reflect this section. 


History. Section to Section References. 
Acts 2006, ch. 764, § 1; 2008, ch. 868, § 5. This section is referred to in § 36-4-133. 


56-7-2367. Autism spectrum disorders. 


(a) As used in this section, “autism spectrum disorders” means neurological 
disorders, usually appearing in the first three (3) years of a person’s life, that 
affect normal brain functions and are typically manifested by impairments in 
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communication and social interaction, as well as restrictive, repetitive, and 
stereotyped behaviors. 

(b) A contract or policy of an insurer that provides benefits for neurological 
disorders, whether under an individual or group health insurance policy 
providing coverage on an expense-incurred basis, an individual or group 
service contract issued by a health maintenance organization, a self-insured 
group arrangement to the extent not preempted by federal law or a managed 
health care delivery entity of any type or description shall provide benefits and 
coverage for treatment of autism spectrum disorders that are at least as 
comprehensive as those provided for other neurological disorders. These 
benefits and coverage for treatment shall be provided to any person less than 
twelve (12) years of age. 

(c) Benefits provided for treatment of autism spectrum disorders shall be 
subject to deductible and copayment requirements and benefit limits that are 
no more stringent than those established for the treatment of other neurologi- 
cal disorders. 

(d) An insurer that provides benefits for neurological disorders shall not 
refuse to renew policies, reissue policies, or otherwise terminate or restrict 
services to a person solely because the person is diagnosed with an autism 
spectrum disorder. 

(e) This section shall not expand the type or scope of treatment beyond that 
authorized for any other diagnosed neurological disorder and shall be effective 
upon any contract, policy, or plan that is delivered, issued for delivery, 
amended or renewed on or after January 1, 2007. 

(f) Nothing in this section shall apply to accident-only, specified disease, 
hospital indemnity, medicare supplement, long-term care, or other limited 
benefit hospital insurance policies. 


History. 
Acts 2006, ch. 894, § 1. 


56-7-2368. Health insurance coverage for hearing aids for children. 


(a) As used in this section, unless the context otherwise requires: 

(1) “Child” or “children” means any person under eighteen (18) years of 
age; and 

(2) “Hearing aid” means any wearable, nonexperimental, nondisposable 
instrument or device designed for the ear and used to aid or compensate for 
impaired human hearing, including earmolds and services necessary to 
select, fit, and adjust the hearing aid, but excluding batteries, cords, and 
other assistive listening devices such as FM systems. 

(b) Every individual or group health insurance policy providing coverage on 
an expense-incurred basis, every policy or contract issued by a hospital or 
medical service corporation, every individual or group service contract issued 
by a health maintenance organization, and every self-insured group arrange- 
ment to the extent not preempted by federal law, which is delivered, issued for 
delivery, or renewed in this state on or after January 1, 2012, shall provide 
coverage of up to one thousand dollars ($1,000) per individual hearing aid per 


— 
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ear, every three (3) years, for every child covered by such policy whether as a 
dependent of the policy holder or otherwise. 

(c) The insured may choose a hearing aid exceeding one thousand dollars 
($1,000) and pay the difference in cost above the amount of coverage required 
by this section. Reimbursement shall be provided according to the respective 
principles and policies of the insurer. 

(d) The insurer may require the policyholder to provide a prescription by a 
licensed audiologist or physician or show proof through other suitable docu- 
mentation of the need for a hearing aid, and this section shall not preclude the 
insurer from conducting managed care, medical necessity, or utilization review 
or prevent the operation of such policy provisions as deductibles, coinsurance, 
allowable charge limitations, coordination of benefits or provisions restricting 
coverage to services by licensed, certified or carrier-approved providers or 
facilities. 

(e) This section shall not apply to insurance coverage providing benefits for 
the following: 

(1) Hospital confinement indemnity; 

(2) Disability income; 

(3) Accident only; 

(4) Long-term care; 

(5) Medicare supplement; 

(6) Limited benefit health; 

(7) Specified disease indemnity; 

(8) Sickness or bodily injury or death by accident, or both; and 
(9) Other limited benefit policies. 

(f) This section shall not apply to TennCare or any successor program 
provided for in title 71, chapter 5. 


History. which enacted this section, shall apply to poli- 
Acts 2011, ch. 199, § 1. cies or contracts issued on or after January 1, 
Compiler’s Notes. AOL: 
Acts 2011, ch. 199, § 2 provided that the act, 
PART 24 


MANDATED SCOPE OF PRACTICE 


56-7-2401. Reimbursement for services of certain health care provid- 
ers. 


(a) Whenever any policy of insurance issued in this state provides for 
reimbursement for any service that is within the lawful scope of practice of a 
duly licensed optometrist, as defined in § 63-8-102; a licensed psychologist 
designated as a health service provider, as provided by title 63, chapter 11; 
licensed psychological examiner; certified psychological assistant supervised, 
as provided by title 63, chapter 11; licensed senior psychological examiner; a 
duly licensed podiatrist, as defined in § 63-3-101; a person duly licensed to 
engage in independent practice as a licensed clinical social worker in accor- 
dance with § 63-23-105; a duly licensed marital and family therapist, as 
defined in § 63-22-115; or a duly licensed professional counselor, as defined in 
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§ 63-22-150, the insured or other person entitled to benefits under the policy 
shall be entitled to reimbursement for the services, whether the services are 
performed by a duly licensed physician; by a duly licensed optometrist; by a 
duly licensed podiatrist; by a duly licensed psychologist designated as a health 
service provider; by a duly licensed psychological examiner supervised, as 
provided by title 63, chapter 11; by a certified psychological assistant super- 
vised, as provided by title 63, chapter 11; by a duly licensed senior psychologi- 
cal examiner; by a duly licensed independent practitioner of social work; by a 
duly licensed marital and family therapist; or by a duly licensed professional 
counselor, not to exceed the percentage of reimbursement provided for psy- 
chiatrists in the policy, notwithstanding any other provision in the policy. 

(b) Reimbursements shall be made in a timely manner. 

(c) The provisions of this section relating to podiatric services shall apply to 
all contracts, plans or policies issued or renewed on or after July 1, 1981. 

(d) As used in this section, “licensed psychologist designated as a health 
service provider” includes all psychologists previously licensed as clinical, 
school and counseling psychologists pursuant to title 63, chapter 11, prior to 
June 30, 1993, and who have been designated as health service providers. 


History. Section to Section References. 
Acts 1965, ch. 357, § 1; 1974, ch. 450, § 1; This part is referred to in §§ 56-7-127, 56-7- 
T.C.A., § 56-1145; Acts 1981, ch. 168, §§ 1,2, 2910. 


10; 1982, ch. 821, §§ 2, 3; 1985, ch. 27, § 1; This section is referred to in § 56-7-2403. 
1992, ch. 984, § 2; 1992, ch. 991, § 19; T.C.A., 

§ 56-7-108; Acts 1994, ch. 845, § 1; 2001, ch. 

334, §§ 9-11; 2010, ch. 726, § 1; 2012, ch. 595, 

§ 1. 


56-7-2402. Participation by optometrists, podiatrists and social work- 
ers in medical, hospital, and hospital and medical service 
plans. 


(a) Whenever any subscribers under any medical service plan or hospital 
service contract or hospital and medical service contract, as provided under 
chapters 27-29 of this title or any similar statutes, or any other persons 
covered by the plan or contract, are entitled to reimbursement for any services 
that are within the lawful scope of practice of a duly licensed optometrist as 
defined in § 63-8-102; a duly licensed podiatrist as defined in § 63-3-101; a 
person duly licensed to engage in independent practice as a licensed clinical 
social worker in accordance with § 63-23-105; the subscriber or other person 
shall be entitled to reimbursement for the services, whether the services are 
performed by a duly licensed physician; a duly licensed optometrist; a duly 
licensed podiatrist; or a person duly licensed to engage in independent practice 
as a licensed clinical social worker, notwithstanding any provision to the 
contrary in any other statute or in the plan or contract; and duly licensed 
optometrists and podiatrists shall be entitled to participate in the plans or 
contracts providing for the services to the same extent and subject to the same 
limitations as duly licensed physicians. 

(b) The provisions of this section relating to podiatric services apply to all: 
contracts, plans or policies issued or renewed on or after July 1, 1981. 
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History. Section to Section References. 
Acts 1965, ch. 357, § 2; T.C.A., § 56-1146; This section is referred to in § 56-7-2403. 
Acts 1981, ch. 168, §§ 3-5, 10; 1985, ch. 27, § 2; 
1992, ch. 984, § 2; T.C.A., § 56-7-109; Acts 
2012, ch. 595, § 2. 


56-7-2403. Applicability and scope of §§ 56-7-2401 and 56-7-2402. 


(a) Sections 56-7-2401 and 56-7-2402 are not applicable to any policy or 
policies of insurance issued in this state prior to June 1, 1965, nor shall any 
part of §§ 56-7-2401 and 56-7-2402 be construed as enlarging the scope of 
practice of optometry or podiatry or the requiring of any insurance policy, 
medical service plan, hospital service contract or hospital and medical service 
contract to provide for visual care services or foot care services. 

(b) The provisions of this section relating to podiatric services apply to all 
contracts, plans or policies issued or renewed on or after July 1, 1981. 


History. Acts 1981, ch. 168, §§ 6, 7, 10; 1992, ch. 984, 
Acts 1965, ch. 357, § 4a; T.C.A., § 56-1147; § 2; T.C.A. § 56-7-110. 


56-7-2404. Reimbursable services within scope of practice of chiro- 
practor — Discrimination prohibited. 


(a)(1) Whenever any policy of insurance issued in this state provides for 

reimbursement for any service that is within the lawful scope of practice of 

a duly licensed chiropractor, the insured or other person entitled to benefits 

under the policy shall be entitled to reimbursement for the services, whether 

the services are performed by a duly licensed medical physician or by a duly 
licensed chiropractor, notwithstanding any provision contained in the policy. 

(2) Whenever any insurance subscribers under any sickness and accident, 
medical service plan, hospital service contract or hospital and medical 
service contract, as provided under chapters 26-29 of this title or any similar 
statutes, or any other persons covered by the plan or contract, are entitled to 
reimbursement for any services that are within the lawful scope of practice 
of a duly licensed chiropractor, the subscriber or other person shall be 
entitled to reimbursement for the services, whether the services are per- 
formed by a duly licensed medical physician or a duly licensed chiropractor, 
notwithstanding any provision to the contrary in any other statute or in the 
plan or contract; and duly licensed chiropractors shall be entitled to 
participate in the plans or contracts providing for the services to the same 
extent and subject to the same limitations as duly licensed medical physi- 
cians. 

(b) This section shall not be construed as enlarging the scope of practice of 
chiropractic or the requiring of any insurance policy, medical service plan, 
hospital service contract or hospital and medical service contract to provide for 
spinal, neurological or musculoskeletal care. 

(c) This section shall apply to all policies or plans issued or renewed on and 
after July 1, 1981. 


History. 
Acts 1981, ch. 127, §§ 1, 2, 4, 5; 1992, ch. 984, 
§ 2; T.C.A., § 56-7-116. 
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56-7-2405. Health and accident policies — Surgical procedures within 
scope of dentistry and podiatry. 


(a) “Physician” or “doctor,” whenever used in any group or individual health 
or accident insurance policy issued in this state or in a medical service plan or 
hospital service contract or hospital and medical service contract, as provided 
in chapters 27-29 of this title or any similar statutes, providing for reimburse- 
ment or payment for surgical procedures or other medical or health care 
services that are specified in the policy, plan or contract, and are within the 
scope of practice of dentistry as defined in § 63-5-108 or within the scope of 
practice of a podiatrist as defined in § 63-3-101, shall be construed to include 
a duly licensed dentist or duly licensed podiatrist who performs the specified 
procedures or services, any provision in any policy, plan or contract to the 
contrary notwithstanding. 

(b) This section shall apply to all policies, plans and contracts issued, 
renewed or reinstated on and after July 1, 1974, and to all other policies, plans 
and contracts otherwise in existence on July 1, 1974, whenever there is a 
premium or rate change under the policies, plans and contracts. 

(c) The provisions of this section relating to podiatric services shall apply to 
all contracts, plans or policies issued or renewed on or after July 1, 1981. 


History. ment, or the like, within exclusionary clause of 
Acts 1974, ch. 515, §§ 1, 2;T.C.A., § 56-1166; accident policy or accidental-death feature of 

Acts 1981, ch. 168, §§ 8-10; 1992, ch. 984, § 2; life policy. 56 A.L.R.5th 471. 

T.C.A., § 56-7-1002. . 


Collateral References. 
What constitutes medical or surgical treat- 


56-7-2406. Health care services provided by St. Jude Children’s Re- 
search Hospital. 


(a) Each managed care organization (MCO), preferred provider organiza- 
tion (PPO), health maintenance organization (HMO), and other health orga- 
nizations shall provide, through direct contract with St. Jude Children’s 
Research Hospital or otherwise, all enrollees in the health care organization 
with access to the health care services at St. Jude Children’s Research Hospital 
to the extent access is practical and feasible and the services are medically 
appropriate. 

(b) Reimbursement to St. Jude Children’s Research Hospital for the services 
provided pursuant to this section shall be no greater than the reimbursement 
rate a managed care organization would pay other entities providing similar 
services to its enrollees. 

(c) Any dispute regarding the application of this section shall be resolved by 
a committee composed of the commissioner of health, the commissioner of 
commerce and insurance and the commissioner of finance and administration. 


History. 
Acts 1994, ch. 882, §§ 1-3. 
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56-7-2407. Nurse midwife services. 


(a) Whenever any contract, plan, or policy of insurance issued in this state 
provides for reimbursement of any service that is within the lawful scope of 
practice of a nurse midwife, duly licensed by the state board of nursing as a 
registered nurse and also duly certified as a nurse midwife by the American 
College of Nurse-Midwives, the insured or other person entitled to benefits 
under the contract, plan, or policy shall be entitled to reimbursement for the 
services, whether the services are performed by a duly licensed physician or by 
a duly licensed and certified nurse midwife. 

(b) Reimbursements shall be made in a timely manner. 

(c) The provisions of this section relating to nurse midwife services shall 
apply to all contracts, plans, or policies issued or renewed on or after July 1, 
1994. 


History. 
Acts 1994, ch. 945, § 1. 


Section to Section References. 
This section is referred to in §§ 56-32-137, 
63-7-126. 


56-7-2408. Reimbursement for services by nurse in advanced practice. 


(a) Whenever any contract, plan, or policy of insurance issued in this state 
provides for reimbursement of any service that is within the lawful scope of 
practice of a nurse in advanced practice, the insured or other person entitled to 
benefits under the contract, plan, or policy shall be entitled to reimbursement 
for the services, whether the services are performed by a duly licensed 
physician or a duly licensed nurse in advanced practice. As used in this section, 
“nurse in advanced practice” means a registered nurse who is duly licensed by 
the state board of nursing and who is also a nationally certified nurse 
practitioner, a nationally certified registered nurse anesthetist, or a nationally 
certified clinical specialist. 

(b) Reimbursements shall be made in a timely manner. 

(c) The provisions of this section relating to the services of a nurse in 
advanced practice apply to all contracts, plans, or policies issued or renewed on 
or after July 1, 1996. 


History. Section to Section References. 
Acts 1996, ch. 627, § 1. This section is referred to in § 56-32-137. 


56-7-2409. Employer-based plans to offer at least one plan option 
providing copayment amounts for office visits with chiro- 
practic physicians, physical or occupational therapists no 
greater than those for primary care physician visits. 


(a) As used in this section: 

(1) “Coinsurance” means a percentage of the contractual fee schedule 
applicable to a particular health care provider that a covered person must 
pay for covered services rendered by that provider under the terms of a 
particular health insurance policy or plan; 
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(2) “Copayment” means the specified dollar amount that a covered person 
must pay for covered services during a visit to a health care provider under 
the terms of a particular health insurance policy or plan; 

(3) “Covered person” has the same meaning as set forth in § 56-7-110(a); 
and 

(4) “Health insurance entity” has the same meaning as set forth in 
§ 56-7-109, but does not include government insurance plans created by title 
8, chapter 27. 

(b) A health insurance entity offering employer-based plans must offer to 
employers no less than one (1) plan option in which the copayment and 
coinsurance amounts for services rendered during an office visit to a chiro- 
practic physician licensed under title 63, chapter 4, or to a physical therapist 
or occupational therapist licensed under title 63, chapter 13, are no greater 
than the copayment and coinsurance amounts for the services rendered during 
an office visit to a primary care physician licensed under title 63, chapter 6 or 
title 63, chapter 9. 

(c) Compliance with this section shall not be required with respect to a 
particular insurance plan if it is determined that compliance would cause that 
plan to lose its status as a grandfathered health plan within the meaning of 
§ 1251 of the federal Patient Protection and Affordable Care Act, P.L. 111-148, 
as amended, and § 2301 of the federal Health Care and Education Reconcili- 
ation Act of 2010, PL. 111-152, as amended, both compiled in 42 U.S.C. 
§ 18011. 

(d) Nothing in this section shall apply to accident-only, specified disease, 
hospital indemnity, Medicare supplement, disability income, long-term care, or 
other limited benefit hospital insurance policies, and any employer plan 
exempt from regulation under this title due to § 514 of the federal Employee 
Retirement Income Security Act of 1974 (ERISA) (29 U.S.C. § 1144). 


History. which enacted this section, shall apply to all 
Acts 2014, ch. 862, § 1. contracts with health insurance entities that 
are entered into or renewed on or after January 


Compiler’s Notes. 


Acts 2014, ch. 862, § 2 provided that this act, )» 2019: 


56-7-2410. Limitation on copayments or coinsurance amount imposed 
for primary care services rendered during visit to physi- 
cian assistant. 


(a) As used in this section: 

(1) “Coinsurance” means a percentage of the contractual fee schedule 
applicable to a particular healthcare provider that a covered person must 
pay for covered services rendered by that provider under the terms of a 
particular health insurance policy or plan; 

(2) “Copayment” means the specified dollar amount that a covered person 
must pay for covered services during a visit to a healthcare provider under 
the terms of a particular health insurance policy or plan; 

(3) “Covered person” has the same meaning as set forth in § 56-7-110(a); 
and 

(4) “Health insurance entity” has the same meaning as set forth in 
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§ 56-7-109(a), but does not include the government insurance plans created 

pursuant to title 8, chapter 27, and title 71, chapter 5. 

(b) No health insurance entity shall impose on a covered person any 
copayment or coinsurance amount for services rendered during an office visit 
to a physician assistant licensed under title 63, chapter 19, and contracted or 
authorized as a primary care practitioner by that health insurance entity, that 
is greater than the copayment or coinsurance amount imposed on a covered 
person by that health insurance entity for the services rendered during an 
office visit to a physician licensed under title 63, chapter 6 or 9, and contracted 
or authorized by that health insurance entity as a primary care practitioner. 

(c) Nothing in this section shall prevent a health insurance entity from 
instituting measures designed to maintain quality and to control costs, 
including, but not limited to, imposing lower copayment or coinsurance 
amounts for services rendered by providers with proven clinical outcomes. 

(d) Nothing in this section shall apply to plans described in Section 1251 of 
the federal Patient Protection and Affordable Care Act (42 U.S.C. § 18011) and 
Section 2301 of the federal Health Care and Education Reconciliation Act. 


History. Section 2301 of the federal Health Care and 

Acts 2015, ch. 157, § 1. Education Reconciliation Act, referred to in (d), 
amended section 1251 of the federal Patient 
Protection and Affordable Care Act, codified in 
42 U.S.C. § 18011. 


Compiler’s Notes. 

Acts 2015, ch. 157, § 2 provided that the act, 
which enacted this section, shall apply to all 
contracts with health insurance entities that 
are entered into or renewed on or after July 1, 
2015. 


PART 25 
MANDATED INSURER OR PLAN OPTIONS 


56-7-2501. Sterilization operations — Policy provisions. 


(a) Any law to the contrary notwithstanding, no contract of insurance that 
provides coverage for sterilization operations or procedures may be entered 
into or renewed on or after July 1, 1971, if the contract imposes any disclaimer, 
restriction on, or limitation of coverage with respect to the insured’s reason for 
sterilization. All such contracts entered into or renewed on or after July 1, 
1971, shall be construed to be in compliance with this section and any 
provisions in any contract that are in conflict with this section shall be of no 
force or effect. 

(b) Any contract for a sterilization operation or procedure shall not be 
cancelled by the insurer unless the cancellation coincides with cancellation of 
the entire policy. 


History. Sterilization provision in medical service 
Acts 1972, ch. 848, § 1; T.C.A., § 56-1162; plan policies, § 56-27-133. 


Acts 1992, ch. 984, § 3; T.C.A., § 56-7-1006. 
Section to Section References. 


Cross-References. This part is referred to in §§ 56-7-127, 56-7- 
Physician liability for sterilization, § 68-34- 9910. 
109. 
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56-7-2502. Mammography screening. 


(a) Any individual, franchise, blanket or group health insurance policy, 
medical service plan, contract, hospital service corporation contract, hospital 
and medical service corporation contract, fraternal benefit society, or health 
maintenance organization that provides coverage for surgical services for a 
mastectomy, and that is delivered, issued for delivery, amended or renewed on 
or after July 1, 1989, shall also provide coverage for mammography screening 
performed on dedicated equipment for diagnostic purposes on referral by a 
patient’s physician according to the following guidelines: 

(1) A baseline mammogram for women thirty-five (35) to forty (40) years 
of age; 

(2) Amammogram every two (2) years, or more frequently based on the 
recommendation of the woman’s physician, for women forty (40) to fifty (50) 
years of age; and 

(3) Amammogram every year for women fifty (50) years of age and over. 
(b) Any increase in expenditure requirements on a municipality or a county 

resulting from this section shall be appropriated from funds that the munici- 
pality or county receives from the state-shared taxes that are not earmarked 
by statute for a particular purpose. 

(c)(1) This section shall not apply to medicare supplemental policies unless 
mammography is covered under medicare. This section shall not apply to 
policies that provide only hospital indemnity benefits or to policies that 
provide only benefits for specified accidents. Insurance policies that provide 
benefits only for specified diseases and that cover mastectomies shall be 
subject to the requirements of this section, unless the owner of the policy has 
other insurance that provides mammography coverage as guaranteed by this 
section. 

(2) The issuer of the specified disease policy has the burden of proving 
that the insured has other insurance that covers mammography to the 
extent guaranteed by this section. 


History. 
Acts 1989, ch. 160, §§ 1, 3; 1990, ch. 859, § 1; 
1992, ch. 984, § 3; T.C.A., § 56-7-1012. 


56-7-2503. Accident and sickness — Denial of coverage for persons 
with mental illness or intellectual disabilities for lack of 
surgical facilities prohibited. 


Any law to the contrary notwithstanding, no policy of accident and sickness 
insurance may be entered into or renewed on or after July 1, 1974, if the policy 
by way of exclusion, definition, or otherwise denies coverage to an insured 
undergoing care and treatment in a facility for the care and treatment of 
persons with mental illness or intellectual disability, based upon the fact that 
the facility does not have organized facilities for operative surgery, if, in fact, 
the facility in question has, at the time a claim arises, a bona fide arrangement, 
by contract or otherwise, with an accredited hospital to perform the surgical - 
procedures as may be required by the facility for persons with mental illness 
or intellectual disability. 
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History. ment, or the like, within exclusionary clause of 
Acts 1974, ch. 625, § 1; T.C.A., § 56-1168; accident policy or accidental-death feature of 

Acts 1992, ch. 984, § 3; T.C.A., § 56-7-1004; life policy. 56 A.L.R.5th 471. 

Acts 2011, ch. 158, § 29. 


Collateral References. 
What constitutes medical or surgical treat- 


56-7-2504. Cancer treatment. 


(a) In the event that coverage for the treatment of cancer by dose-intensive 
chemotherapy/autologous bone marrow transplants or stem cell transplants is 
provided for patients or enrollees included in the TennCare program, then each 
insurer proposing to issue individual or group accident and sickness insurance 
policies providing hospital, medical and surgical, or major medical coverage on 
an expense-incurred basis, each corporation providing individual or group 
accident and sickness subscription contracts, and each health maintenance 
organization providing a health care plan for health care services shall offer 
and make available the coverage, in the manner provided in subsection (b), 
under the policy, contract or plan delivered, issued for delivery or renewed in 
this state on and after January 1, 1996. 

(b) The coverage may be offered at an additional cost but the health care 
service shall not be subject to any greater deductible than any other health 
care service under the policy, contract or plan. Any required copayment shall 
not exceed the standard copayment required by the insured’s policy, contract or 
plan for health care services. 

(c) This section shall not apply to short-term travel, long-term care, credit 
insurance, dental insurance, disability income, medical surgical supplemental 
insurance, vision insurance, hospital indemnity, accident-only limited or 
specified disease policies, or to short-term nonrenewable policies of not more 
than six (6) months’ duration. 


History. ment, or the like, within exclusionary clause of 
Acts 1995, ch. 539, § 1. accident policy or accidental-death feature of 


Coilatelatrerdiedces. life policy. 56 A.L.R.5th 471. 


What constitutes medical or surgical treat- 


56-7-2505. Phenylketonuria (PKU) treatment. 


(a) Any individual, franchise, blanket or group health insurance policy, 
medical service plan, contract, hospital service corporation contract, hospital 
and medical service corporation contract, fraternal benefit society, or health 
maintenance organization that provides hospital expense and surgical expense 
insurance and that is delivered, issued for delivery, amended or renewed on or 
after July 1, 1995, shall provide coverage for the treatment of phenylketonuria. 

(b) As used in this section, “treatment” means licensed professional medical 
services under the supervision of a physician and those special dietary 
formulas that are medically necessary for the therapeutic treatment of 
phenylketonuria. 
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History. 
Acts 1996, ch. 893, § 1. 


Cross-References. 
Metabolic defects, newborn testing, title 68, 
ch. 5, part 4. 


56-7-2506. Bone mass measurement coverage — Osteoporosis. 


(a) This section shall be known and may be cited as the “Bone Mass 
Measurement Coverage Act.” 

(b) The general assembly finds that: 

(1) Osteoporosis affects twenty-five million (25,000,000) Americans and 
each year results in one million five hundred thousand (1,500,000) fractures 
of the hip, spine, wrist, and other bones, costing the nation at least eighteen 
billion dollars ($18,000,000,000); 

(2) Osteoporosis progresses silently, in most cases undiagnosed until a 
fracture occurs, and once a fracture occurs, the disease is already advanced, 
and the likelihood is high that another fracture will occur; 

(3) One (1) in two (2) women and one (1) in five (5) men will suffer a 
fracture due to osteoporosis in their lifetime; 

(4) Because osteoporosis progresses silently and currently has no cure, 
early diagnosis and treatment are key to reducing the prevalence and 
devastation of this disease; 

(5) Medical experts agree that osteoporosis is preventable and treatable; 
however, once the disease progresses to the point of fracture its associated 
consequences often lead to disability and institutionalization, and exact a 
heavy toll on the quality of life; 

(6) Given the current national focus on health care reform and the 
reduction of unnecessary health care expenditures through the use of health 
promotion programs, bone mass measurement, related to the early diagnosis 
and the timely treatment of osteoporosis, is a cost effective approach for this 
state to embrace; 

(7) Bone mass measurement is a reliable way to detect the presence of low 
bone mass and to ascertain the extent of bone loss to help assess the 
individual’s risk for fracture, and this aids in selecting appropriate therapies 
and interventions. Ordinary x-rays are not sensitive enough to detect 
osteoporosis until twenty-five to forty percent (25-40%) of bone mass has 
been lost, and the disease is far advanced; 

(8) While there are currently available technologies for bone mass mea- 
surement, other technologies for measuring bone mass are under investiga- 
tion and may become scientifically proven technologies in the future; and 

(9) Scientifically proven technologies for bone mass measurement and 
other services related to the diagnosis and treatment of osteoporosis can be 
used effectively to reduce the pain and financial burden that osteoporosis 
inflicts upon its victims. 

(c) The purpose of this section is to provide coverage to individuals with a 
condition or medical history for which bone mass measurement (bone density 
testing) is determined to be medically necessary for the individual’s attending 
physician or primary care provider for the diagnosis and treatment of osteo- 
porosis. 
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(d)(1) Any individual, franchise, blanket or group health insurance policy, 
medical service plan, contract, hospital service corporation contract, hospital 
and medical service corporation contract, fraternal benefit society, or health 
maintenance organization that provides coverage for accident and health 
services, and that is delivered, issued for delivery, amended or renewed on or 
after July 1, 1996, may also provide coverage for a qualified individual for 
scientifically proven bone mass measurement (bone density testing) for the 
diagnosis and treatment of osteoporosis. 

(2) Any increase in expenditure requirements on a municipality or a 
county resulting from this subsection (d) shall be appropriated from funds 
that the municipality or county receives from the state-shared taxes that are 
not earmarked by statute for a particular purpose. 

(3) This subsection (d) shall not apply to short-term travel, long-term 
care, credit insurance, dental insurance, disability income, medical surgical 
supplemental insurance, vision insurance, hospital indemnity, accident-only 
limited or specified disease policies, or to short-term nonrenewable policies 
of not more than six (6) months’ duration. 

(e) As used in subsection (d): 

(1) “Bone mass measurement” means a radiologic or radioisotopic proce- 
dure or other scientifically proven technologies performed on an individual 
for the purpose of identifying bone mass or detecting bone loss; and 

(2) “Qualified individual” means a person with a condition for which bone 
mass measurement is determined to be medically necessary by the person’s 
attending physician or primary care physician. 


History. 
Acts 1996, ch. 969, §§ 1, 3, 4. 
Cross-References. 


Osteoporosis treatment and education, title 
68, ch. 1, part 15. 


56-7-2507. Reconstructive breast surgery. 


(a)(1) Any individual, franchise, blanket or group health insurance policy, 
medical service plan, contract, hospital service corporation contract, hospital 
and medical service corporation contract, fraternal benefit society, health 
maintenance organization, or managed care organization that provides 
coverage for mastectomy surgery shall provide coverage for all stages of 
reconstructive breast surgery on the diseased breast as a result of a 
mastectomy, but not including a lumpectomy, as well as any surgical 
procedure on the nondiseased breast deemed necessary to establish symme- 
try between the two (2) breasts in the manner chosen by the patient and 
physician. The surgical procedure performed on a nondiseased breast to 
establish symmetry with the diseased breast must occur within five (5) years 
of the date the reconstructive breast surgery was performed on a diseased — 
breast. 

(2) Coverage for reconstructive breast surgery shall be subject to appli- 
cable copayments, coinsurance and deductibles. 
(b) This section applies to any policy, plan, or contract entered into or 

renewed on or after July 1, 1997. 
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History. for partial mastectomy surgery must also pro- 
Acts 1997, ch. 452, § 1. vide coverage for reconstructive breast surgery 
following a partial mastectomy, OAG 07-066, 


Attorney General Opinions. 2007 Tenn. AG LEXIS 66 (5/14/07). 


An insurance carrier that provides coverage 


56-7-2508. Coverage for infant hearing screening test. 


(a) “Hearing screening” or “hearing screening test” means a screening or 
test provided in accordance with current hearing screening standards estab- 
lished by a nationally recognized organization such as the Joint Committee on 
Infant Hearing Screening of the American Academy of Pediatrics. 

(b) Any individual, franchise, blanket or group health insurance policy, 
medical service plan contract, hospital service corporation contract, hospital 
and medical service corporation contract, managed health insurance issuer 
contract, fraternal benefits society plan, or health maintenance organization 
plan that provides coverage for hospital and surgical expense insurance and 
that is delivered, issued for delivery, amended or renewed in this state on or 
after July 1, 2008, shall provide coverage for infant hearing screening tests as 
provided in § 68-5-904. 

(c) The coverage required by this section may be subject to annual deduct- 
ible, co-pays, co-insurance and contractual requirements established for other 
similar benefits within the policy or contract; provided, that the annual 
deductible, co-pays, co-insurance and contractual requirements for the cover- 
age required by this section are no greater or more restrictive than those 
established for other similar benefits within the policy or contract of insurance. 

(d) Nothing in this section shall apply to accident only, specified disease, 
hospital indemnity, medicare supplemental, long-term care, disability or other 
limited benefit insurance policies or to any employer plan exempt from 
regulation under this title due to § 514 of the Employee Retirement Income 
Security Act of 1974 (ERISA) (29 U.S.C. § 1144). 


History. title of the act, which enacted this section, is 
Acts 2008, ch. 768, § 8. and may be cited as “Claire’s Law.” 


Compiler’s Notes. 
Acts 2008, ch. 768, § 10 provided that the 


PART 26 
MANDATED OFFERINGS OF COVERAGE 


56-7-2601. Health insurance — Coverage of mental illness. 


(a) As used in this section: 

(1) “Annual limit” means a dollar limitation on the total amount that may 
be paid for benefits in a twelve-month period under a health plan with 
respect to an individual or other coverage unit; 

(2) “Clinical staff’ means an individual on the community mental health 
center staff who performs as a part of the treatment team diagnostic and/or 
counseling services and who holds at least a master’s degree in either of the - 
disciplines of psychology, nursing, or social work and any required license; 
and 
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(3) “Community mental health center” means a private entity qualified as 
a tax exempt organization under § 501(c)(3) of the Internal Revenue Code 
(26 U.S.C. § 501(c)(3)), or a public entity created by private act of the 
general assembly that: 

(A) Is primarily engaged in providing services for the diagnosis and 
treatment of emotionally disturbed and mentally ill persons, has a 
requirement that all mental health care be under a treatment plan 
approved and reviewed by a licensed physician or a licensed psychologist 
designated as a health care service provider, and has appropriate arrange- 
ments to assure that patients requiring medical services can be referred to 
a physician or hospital; and 

(B) Has been licensed as a mental health clinic facility by the depart- 
ment of mental health and substance abuse services, or by the licensing 
board of the state in which the community mental health center is located. 

(b) All other laws of this state notwithstanding, any individual, franchise, 
blanket or group policy of insurance issued pursuant to this title that provides 
hospital expense and surgical expense insurance and that is entered into, 
delivered, issued for delivery, or renewed, excepting individual insurance 
policy renewal, by agreement or otherwise, commencing on July 1, 1974, shall 
provide benefits for expense of residents of this state covered under the policy 
or plan, arising from psychiatric disorders, mental or nervous conditions, as 
described and defined in the Diagnostic Standard Manual of the American 
Psychiatric Association, alcoholism, drug dependence, both defined as mental 
illness in § 33-1-101, or the medical complication of mental illness or intellec- 
tual disability, unless the policy or plan of insurance specifically excludes or 
reduces these benefits. This subsection (b) shall not apply to group policies or 
plans to which § 56-7-2360 applies. The medical and hospital benefits and 
coverage provided for the disorders, conditions and complications, if any, shall 
not be denied because of confinement in a particular facility; provided, that the 
facility is either: 

(1) Ahospital licensed under title 33, chapter 2 or title 68, chapter 11, part 

2, and accredited by the joint commission on the accreditation of hospitals; 

or 

(2) A hospital owned or operated by the state that is especially intended 

for use in the diagnosis, care and treatment of psychiatric, mental or nervous 
disorders, nor shall the benefits and coverage be denied on the basis that 
physician’s services were performed by physicians not on the staff of a 
particular facility, so long as those services were rendered while insureds 
were hospitalized in that facility. 
(c)(1) After July 1, 1980, every insurer that proposes to issue a group 
hospital policy or a group major medical policy in this state and every 
nonprofit hospital and medical service plan corporation that proposes to 
issue group hospital, medical or major medical service plan contracts that 
provide coverage for the insured or the subscriber shall, in the case of 
outpatient expenses at a community mental health center, make available 
benefits as specified in this section for the care and treatment of mental, 
emotional or nervous disorders, alcoholism, drug dependence or the medical 
complication of mental illness or intellectual disability. 
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(2) The benefits required to be made available by this subsection (c) shall 
be a part of each group policy or group contract described in this section, 
unless the policyholder or group contract subscriber rejects in writing the 
coverage. 

(3) When benefits as specified in this section are made available for 
treatment received at the community mental health center, the benefits that 
cover services rendered by a physician in accordance with the policy or 
service plan contract shall also be made available when services are 
rendered by a member of the clinical staff, so long as the community mental 
health center has in effect a plan for quality assurance approved by the 
department of mental health and substance abuse services and the treat- 
ment is supervised by a licensed physician or a licensed psychologist 
designated as a health service provider. However, nothing in this subsection 
(c) may be construed to affect the license of a physician or psychologist 
designated as a health service provider providing the service or supervision. 
The benefits shall be provided at the usual and customary rates established 
by the community mental health center for the services rendered. However, 
the benefits provided shall be subject to deductibles and coinsurance factors 
that are not less favorable than for physical illness generally, and in no event 
shall coverage be required to be made available for more than thirty (30) 
outpatient visits per year. 

(d) With respect to policies and contracts as described in subsection (c) that 
are delivered or issued for delivery in this state on or before July 1, 1980, each 
insurer and nonprofit hospital and medical service plan corporation shall 
notify the group policyholder or group contract holder of the availability of 
coverage described in subsection (c). The notification shall describe the benefits 
available and shall provide a means by which the policyholder or group 
contract holder may communicate acceptance or rejection of the coverage. 

(e) All group hospital and major medical policies delivered or issued for 
delivery in this state after July 1, 1980, and all group hospital, medical and 
major medical service plans commencing in this state after July 1, 1980, that 
provide benefits for expenses of residents of the state arising from psychiatric 
disorders, mental or nervous conditions, alcoholism, drug dependence or 
medical complication of mental illness or intellectual disability, shall reim- 
burse for these benefits, if any, when the benefits are provided at a facility that 
is: 

(1) With respect to outpatient benefit, a community mental health center, 
or 

(2) With respect to inpatient benefits, a community mental health center 
that has facilities for inpatient care and that has received a certificate of 
need from the Tennessee health facilities commission certifying the neces- 
sity of the facility if required by law. 

(f) All individual, franchise, blanket, or group policies of insurance issued 
pursuant to this title that provide hospital expense and medical or surgical 
expense insurance and that are entered into, delivered, issued for delivery, or 
renewed, except individual insurance policy renewal, by agreement or other- 
wise, commencing on July 1, 1981, and that provide benefits for expenses of 
residents of the state arising from alcoholism, drug dependence or medical 
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complication resulting from alcoholism, or drug dependence shall reimburse 
for these benefits, if any, when the benefits are provided at a facility that is a 
residential treatment facility licensed under title 33, chapter 2, part 4, and 
accredited by the joint commission on the accreditation of hospitals. 

(g) Subject to § 56-7-2360, in general, with respect to group health plans 
issued by entities regulated pursuant to insurance law, for plan years begin- 
ning on or after January 1, 1998, certain mental health benefits are required 
as follows: 

(1) As to either aggregate lifetime limits or annual limits or both, for a 
group health plan providing both medical and surgical benefits and mental 
health benefits: 

(A) If the plan does not have a limit on substantially all medical and 
surgical benefits, the plan may not impose such a limit on mental health 
benefits; 

(B) If the plan has a limit on substantially all medical and surgical 
benefits, the plan shall either include mental health benefits under the 
limit applied to medical and surgical benefits or apply a separate limit to 
mental health benefits that is no less than the one applied to medical and 
surgical benefits; and 

(C) If the plan has varying limits on different medical or surgical 
benefits, the plan shall apply an average limit to mental health benefits 
with the average to be computed based on the weighted average of the 
varying limits; 

(2) No group health plan is required under this subsection (g) to provide 
mental health benefits; 

(3) This subsection (g) shall not affect the terms and conditions related to 
the amount, duration or scope of mental health benefits except for aggregate 
lifetime limits and annual limits; 

(4) This subsection (g) shall not apply to group health plans issued to 
small employers, defined as those with from two (2) to fifty (50) employees; 

(5) This subsection (g) shall not apply if its application results in an 
increase in the cost of the coverage of at least one percent (1%); 

(6) If the group health plan offers a participant two (2) or more benefit 
package options, this subsection (g) shall be applied separately to each 
option; 

(7) For purposes of this subsection (g), “mental health benefits” does not 
include benefits for the treatment of substance abuse or chemical 
dependency; 

(8) This subsection (g) shall not apply to benefits for services furnished on 
or after September 30, 2001; and 

(9) The commissioner may promulgate reasonable rules and regulations 
necessary for the proper administration of this subsection (g). 


History. ch. 157, § 17; 1998, ch. 1042, §§ 2, 3; 2000, ch. 
Acts 1974, ch. 482, § 1; 1979, ch. 252,§ 1; 947, §§ 6, 8F, 8L; 2010, ch. 1100, §§ 93, 94; 

T.C.A., § 56-1167; Acts 1980, ch. 570, §§ 1, 2; 2011, ch. 158, § 30; 2012, ch. 575, § 1. 

1981, ch. 285, §§ 1, 2; 1982, ch. 821, § 1; 1984, 

ch. 946, §§ 1, 2; 1992, ch. 984, § 4; 1992, ch. Compiler’s Notes. 

991, §§ 20, 21; T.C.A., § 56-7-1003; Acts 1997, Acts 1998, ch. 1042, § 5 provided that the 
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amendment by the act applies to all contracts 
entered into or renewed on and after January 1, 
2000. 

Acts 2010, ch. 1100, § 153 provided that the 
commissioner of mental health and develop- 
mental disabilities, the commissioner of mental 
health, the commissioner of intellectual and 
developmental disabilities, and the commis- 
sioner of finance and administration are autho- 
rized to promulgate rules and regulations to 
effectuate the purposes of the act. All such rules 
and regulations shall be promulgated in accor- 
dance with the provisions of the Uniform Ad- 
ministrative Procedures Act, compiled in title 4, 
chapter 5. 
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Section to Section References. 

This part is referred to in § 56-7-127. 

This section is referred to in §§ 56-6-705, 
56-7-2360, 56-7-2910. 


Attorney General Opinions. 

Mental Health Parity and Addiction Equity 
Act of 2008. OAG 11-25, 2011 Tenn. AG LEXIS 
27 (3/21/11). 


Collateral References. 

What constitutes mental illness or disorder, 
insanity, or the like, within provision limiting 
or excluding coverage under health or disability 
policy. 19 A.L.R.5th 533. 


56-7-2602. Alcoholism and drug dependence — Coverage for treat- 
ment. 


(a) Purpose. The purpose of this section is to encourage consumers to avail 
themselves of basic levels of benefits under group health insurance policies and 
contracts for the care and treatment of alcohol and other drug dependency, and 
to preserve the rights of the consumer to select the coverage according to the 
consumer’s medical-economic needs. 

(b) Availability of Coverage for Alcohol 
Dependency. 

(1) Insurers, nonprofit hospitals and medical service plan corporations 
and health maintenance organizations transacting health insurance in this 
state shall offer and make available under group policies, contracts and 
plans providing hospital and medical coverage on an expense-incurred, 
service or prepaid basis, benefits for the necessary care and treatment of 
alcohol and other drug dependency that are not less favorable than for 
physical illness generally, subject to the same durational limits, dollar 
limits, deductibles and coinsurance factors, and that offer of benefits shall be 
subject to the right of the group policy or contract holder to reject the 
coverage or to select any alternative level of benefits if the right is offered by 
or negotiated with the insurer, service plan corporation or health mainte- 
nance organization. 

(2) Any benefits so provided shall be determined as if necessary care and 
treatment in an alcohol or other drug dependency treatment center were 
care and treatment in a hospital. For purposes of this section, “alcohol or 
other drug dependency treatment center” means a facility that provides a 
program for the treatment of alcohol or other drug dependency pursuant to 
a written treatment plan approved and monitored by a physician, and which 
facility is also: 

(A) Affiliated with a hospital under a contractual agreement with an 
established system for patient referral; 

(B) Licensed, certified or approved as an alcohol or other drug depen- 
dency treatment center by the department of mental health and substance 
abuse services; or 

(C) Accredited as such a facility by the joint commission on accredita- 
tion of hospitals. 


and Other Drug 
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(c) Applicability. This section shall apply to group policies or contracts 
delivered or issued for delivery in this state more than one hundred twenty 
(120) days after October 1, 1982; but shall not apply to blanket, short term 
travel, accident only, limited or specified disease, individual conversion policies 
or contracts, or to policies or contracts designed for issuance to persons eligible 
for coverage under Title XVIII of the Social Security Act, known as medicare 


(42 U.S.C. § 13895 et seq.), or any other similar coverage under state or federal 


governmental plans. 


History. 

Acts 1982, ch. 831, § 1; 1992, ch. 984, § 4; 
T.C.A., § 56-7-1009; Acts 2000, ch. 947, § 6; 
2010, ch. 1100, § 95; 2012, ch. 575, § 1. 


Compiler’s Notes. 

Acts 2010, ch. 1100, § 153 provided that the 
commissioner of mental health and develop- 
mental disabilities, the commissioner of mental 
health, the commissioner of intellectual and 
developmental disabilities, and the commis- 


rized to promulgate rules and regulations to 
effectuate the purposes of the act. All such rules 
and regulations shall be promulgated in accor- 
dance with the provisions of the Uniform Ad- 
ministrative Procedures Act, compiled in title 4, 
chapter 5. 


Attorney General Opinions. 

Mental Health Parity and Addiction Equity 
Act of 2008. OAG 11-25, 2011 Tenn. AG LEXIS 
27 (3/21/11). 


sioner of finance and administration are autho- 


56-7-2603. Treatment by licensed audiologists or speech pathologists. 


(a)(1) Notwithstanding any other law to the contrary, any insurer providing 
individual, franchise, blanket or group policy of insurance issued pursuant 
to this title that provides hospital expense and surgical or medical expense 
insurance and/or that is entered into, delivered, issued for delivery or 
renewed in this state after January 1, 1989, shall offer to provide benefits for 
expense of residents of this state covered under the policy or plan arising 
from conditions or disorders of hearing or conditions or disorders of speech, 
voice, or language, so long as such conditions or disorders receive treatment 
from duly licensed audiologists or speech pathologists, as defined in 

§ 63-17-1038. 

(2) This section is applicable to all health benefit policies, programs, or 
contracts offered by commercial insurance companies, nonprofit insurance 
companies, prepaid plans, i.e., health maintenance organizations, and to all 
health benefit programs provided state government employees. 

(b) Nothing in this section shall apply to any insurance policy that only 
provides coverage for specified diseases, hospital indemnity, medicare supple- 
ment or other limited benefit coverages. 

(c) Notwithstanding any provision of this section to the contrary, this section 
shall be construed to apply to the state and its political subdivisions. 


History. 
Acts 1988, ch. 970, §§ 1-3; 1992, ch. 984, § 4; 
T.C.A., § 56-7-1011. 


56-7-2604. Health insurance — Newly born children — Coverage — 
Notification. 


(a) After January 1, 1983, every insurer that proposes to issue a group 
policy or contract in this state and every nonprofit hospital and medical service 
plan corporation that proposes to issue a group service plan contract in this 
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state that provides maternity benefits shall make available benefits for 
pediatric nursery care of newly born children. The additional benefit shall be 
for a specified number of nursery care days and maximum dollar limits as 
elected by the group policyholder or group contract holder. 

(b) With respect to policies and contracts, as described in subsection (a), that 
were delivered or issued for delivery in this state on or before January 1, 1983, 
each insurer and nonprofit hospital and medical service plan corporation shall 
notify the group policyholder or group contract holder of the availability of 
coverage described in subsection (a). 


History. ch. 710, §§ 1-3; 1992, ch. 984, § 4; T.C.A., 
Acts 1974, ch. 422, § 1; 1976, ch. 493, § 1; § 56-7-1001(e), (f). 
T.C.A., § 56-1165; Acts 1980, ch. 525, § 1; 1982, 


56-7-2605. Equipment, supplies and outpatient services for diabetic 
patients. 


(a) As used in this section: 

(1) “Health insurance carrier” means a company or other legal entity 
whose health benefit policies, programs, or contracts are subject to this 
section; and 

(2) “Patient with diabetes” means a person with elevated blood glucose 
levels that has been diagnosed as having diabetes by an appropriately 
licensed health care professional. 

(b) Notwithstanding any other law to the contrary, any individual, fran- 
chise, blanket, or group health insurance policy, medical service plan, contract, 
hospital service corporation contract, hospital and medical service corporation 
contract, fraternal benefit society, health maintenance organization, preferred 
provider organization or managed care organization that provides hospital, 
surgical, or medical expense insurance shall provide coverage for equipment, 
supplies, and outpatient self-management training and education, including 
medical nutrition counseling, when prescribed by a physician as medically 
necessary for the treatment of diabetes. 

(c) This section is applicable to all health benefit policies, programs, or 
contracts that are offered by commercial insurance companies, nonprofit 
insurance companies, health maintenance organizations, preferred provider 
organizations, and managed care organizations, and that are entered into, 
delivered, issued for delivery, amended, or renewed after January 1, 1998. 

(d)(1) The following equipment and supplies for the treatment of diabetes 

must be included in the coverage provided pursuant to subsection (b), when 

prescribed by a physician as medically necessary for the care of an individual 
patient with diabetes: 

(A) Blood glucose monitors and blood glucose monitors for the legally 

blind; 

(B) Test strips for blood glucose monitors; 

(C) Visual reading and urine test strips; 

(D) Insulin; 

(E) Injection aids; 

(F) Syringes; 

(G) Lancets; 
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(H) Insulin pumps, infusion devices, and appurtenances thereto; 

(I) Oral hypoglycemic agents; 

(J) Podiatric appliances for prevention of complications associated with 
diabetes; and 

(K) Glucagon emergency kits. 

(2) When test strips for blood glucose monitors are prescribed by a 

physician as medically necessary for a noninsulin using patient with 
diabetes, the coverage required by this part for the test strips for the patient 
shall be limited, in each calendar year, to twelve (12) bottles of fifty (50) test 
strips per bottle unless the health insurance carrier approves a larger 
quantity of test strips based upon a determination by the health insurance 
carrier that a larger quantity is medically necessary for the patient. 
(e)(1) To ensure that patients with diabetes are educated as to the proper 
self-management and treatment of their diabetes, diabetes outpatient self- 
management training and educational services, including medical nutrition 
counseling, must be included in the coverage provided pursuant to subsec- 
tion (b), when prescribed by a physician for the care of an individual patient 
with diabetes. Diabetes outpatient self-management training and educa- 
tional services, including medical nutrition counseling, shall be provided by 
physicians licensed under title 63, chapter 6 or 9, or, upon referral by a 
physician, by registered nurses or dietitians licensed under title 63, chapter 
7 or 25, pharmacists licensed under title 63, chapter 10, who have completed 
a diabetes patient management program offered by a provider recognized by 
the American Council on Pharmaceutical Education and the Tennessee 
board of pharmacy, or other health care professionals licensed in this state 
who have expertise in diabetes management as determined by the health 
insurance carrier. The coverage required by subsection (b) for diabetes 
outpatient self-management training and education shall be limited to the 
following: 

(A) Visits that are certified by a physician to be medically necessary 
upon the diagnosis of diabetes in a patient; 

(B) Visits that are certified by a physician to be medically necessary 
because of a significant change in a patient’s symptoms or condition that 
necessitates changes in the patient’s self-management; and 

(C) Visits that are certified by a physician to be medically necessary for 
re-education or refresher training. 

(2) Diabetes outpatient self-management training and educational ser- 
vices may be provided in group settings where practicable, and shall include 
home visits where medically necessary. A health insurance carrier may meet 
the requirements of this subsection (e) by providing outpatient self-manage- 
ment training and educational services through licensed health care profes- 
sionals with expertise in diabetes management who are employed by or 
under contract with the health insurance carrier. 

(f) The benefits required by this section may be subject to the annual 
deductible and co-insurance established for all other similar benefits within a 
given policy, program, or contract of insurance, so long as the annual deduct- 
ible and co-insurance for the benefits required by this section are no greater 
than the annual deductible and co-insurance established for all other similar 
benefits within that policy, program, or contract of insurance. 
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(g) A health insurance carrier shall not reduce or eliminate coverage due to 
the requirements of this section. 

(h) Nothing in this section shall apply to accident-only, specified disease, 
hospital indemnity, medicare supplement, long-term care or other limited 
benefit health insurance policies. 


History. for diabetics, OAG 99-102, 1999 Tenn. AG 
Acts 1997, ch. 332, §§ 1, 2. LEXIS 102 (5/5/99). 


Attorney General Opinions. 
Coverage for prescribed supplies and services 


56-7-2606. Coverage for chlamydia screening. 


(a) The general assembly finds that chlamydia is a sexually transmitted 
disease that may cause serious complications in persons infected with it, 
including pelvic inflammatory disease, infertility, and ectopic pregnancy. 
Pregnant women infected with chlamydia may suffer from symptoms such as 
stillbirths, low birth weight babies, and other serious physical and mental 
complications for their infants. Chlamydia is often asymptomatic in women 
and cannot be detected except with special, though inexpensive, screening 
tests. Cure of chlamydia is usually both easy and inexpensive. The general 
assembly further finds that having health care insurance and managed care 
plan coverage of annual chlamydia screening tests for females in conjunction 
with covered pap smears in the age group most likely to be infected with 
chlamydia will encourage the testing and treatment needed to detect and cure 
this destructive disease and result in a marked improvement in the general 
health of the citizens of this state. 

(b) As used in this section, unless the context otherwise requires: 

(1) “Chlamydia screening test” means any laboratory test of the urogeni- 
tal tract that specifically detects for infection by one (1) or more agents of 
chlamydia trachomatis and which test is approved for those purposes by the 
federal food and drug administration; 

(2) “Insurer” means an insurance benefit plan, a fraternal benefit society, 
a nonprofit hospital service corporation, a nonprofit medical service corpo- 
ration, a health care plan, a health maintenance organization, a managed 
care organization, or any similar entity by whatever name called; and 

(3) “Policy” means a major medical accident and sickness insurance policy, 
health benefit plan, contract, or policy issued by an insurer, except a 
disability income policy, specified disease policy, hospital indemnity policy, 
credit insurance policy, accident only policy, or other limited benefit plan 
policy or contract. 

(c)(1) Every insurer authorized to issue an individual or group accident and 

sickness insurance policy in this state that provides major medical insurance 

coverage and that includes coverage for any female shall make available on 
an optional basis as part of or as an endorsement to each such policy that is 
issued, delivered, issued for delivery, or renewed in this state on or after July 

1, 1999, coverage for one (1) annual chlamydia screening test in conjunction 

with an annual pap smear for covered females who are not more than 

twenty-nine (29) years of age if the screening test is determined to be 
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medically necessary. 

(2) The chlamydia screening test coverage may be subject to exclusions, 
reductions, or other limitations as to coverages, deductibles, or coinsurance 
provisions approved by the commissioner. 

(3) Nothing in this subsection (c) shall be construed to prohibit the 
issuance of accident and sickness insurance policies that provide benefits 
greater than or more favorable to the insured than those benefits established 
pursuant to subdivision (c)(1), nor to prohibit any managed care plan 
contract from providing benefits greater than or more favorable to the 
insured than those benefits established pursuant to subdivision (c)(1), from 
having cost-sharing arrangements or to otherwise change the contractual 
relations between an insurer and their insureds or covered persons by 
whatever name called. 

(4) Nothing contained in this subsection (c) shall be construed to prohibit 
any insurer from providing benefits greater than or more favorable to the 
covered females. 

(5) The requirements of this subsection (c) with respect to a group or 
blanket accident and sickness insurance benefit plan, policy, or contract 
shall be satisfied if the coverage specified in this subsection (c) is made 
available to the master policyholder of the plan, policy, or contract. Nothing 
in this subsection (c) shall be construed to require the group insurer, 
nonprofit corporation, health care plan, health maintenance organization, 
managed care organization, or master policyholder to provide or to make 
available the coverage to any certificate holder insured under the group 
policy, plan, or contract. 

(6) Nothing contained in this subsection (c) shall be deemed to prohibit 
the payment of different levels of benefits or having differences in coinsur- 
ance percentages applicable to benefit levels for services provided by 
preferred and nonpreferred providers in accordance with preferred provider 
arrangements. 

(d) The commissioner is authorized to promulgate rules and regulations to 
effectuate the purposes of this section. The rules and regulations shall be 
promulgated in accordance with the Uniform Administrative Procedures Act, 
compiled in title 4, chapter 5. 


History. 
Acts 1999, ch. 61, § 2. 


PART 27 
GENETIC INFORMATION NONDISCRIMINATION IN 
HEALTH INSURANCE ACT 


56-7-2701. Short title. 


This part shall be known and may be cited as the “Genetic Information 
Nondiscrimination in Health Insurance Act of 1997.” 


History. Compiler’s Notes. 
Acts 1997, ch. 121, § 1. Acts 1997, ch. 121, § 3 provided that this 
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part shall apply to health insurance coverage Section to Section References. 
offered or renewed on or after January 1, 1998. This part is referred to in § 56-51-116. 


56-7-2702. Part definitions. 


As used in this part, unless the context otherwise requires: 

(1) “Family member” means with respect to an individual, another 
individual related by blood to that individual; 

(2) “Genetic information” means information derived from genetic testing 
to determine the presence or absence of variations or mutations, including 
carrier status, in an individual’s genetic material or genes that are scien- 
tifically or medically believed to cause a disease, disorder or syndrome, or are 
associated with a statistically increased risk of developing a disease, 
disorder or syndrome, that is asymptomatic at the time of testing. The 
testing does not include either routine physical examinations or chemical, 
blood or urine analysis unless conducted purposefully to obtain genetic 
information or questions regarding family history; 

(3) “Genetic services” means health services to obtain, assess, and inter- 
pret genetic information for diagnostic and therapeutic purposes, and for 
genetic education and counseling; 

(4) “Health insurance coverage” means a contractual arrangement for the 
provision of a payment for health care, including: 

(A) A group health plan; and 

(B) Any other health insurance arrangement, including any arrange- 
ment consisting of a hospital or medical expense incurred policy or 
certificate, hospital or medical service plan contract, or health mainte- 
nance organization subscriber contract; 

(5) “Insurance provider” means an insurer or other entity providing 
health insurance coverage; and 

(6) “Person” includes a corporation, company, association, firm, partner- 
ship, society, and joint stock company, as well as an individual. 


History. 
Acts 1997, ch. 121, § 2. 


56-7-2703. Discrimination on grounds of genetic services prohibited. 


An insurance provider may not deny or cancel health insurance coverage, or 
vary the premiums, terms, or conditions for health insurance coverage, for an 
individual or a family member of an individual on the basis that the individual 
or family member of an individual has requested or received genetic services. 


History. 
Acts 1997, ch. 121, § 2. 


56-7-2704. Genetic information — Privacy — Prohibited disclosures. 


(a) An insurance provider may not request or require an individual to whom 
the provider provides health insurance coverage, or an individual who desires 
the provider to provide health insurance coverage, to disclose to the provider 
genetic information about the individual or family member of the individual. 
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(b) An insurance provider may not disclose genetic information about an 
individual without the prior written authorization of the individual or legal 
representative of the individual. The authorization is required for each 
disclosure and shall include an identification of the person to whom the 
disclosure would be made. 


History. nessee Physicians Warn Their Patients’ Rela- 
Acts 1997, ch. 121, § 2. tives of Genetic Risks? (Carol McCrehan 


Law Reviews. Parker), 65 Tenn. L. Rev. 585 (1998). 


Camping Trips and Family Trees: Must Ten- 


56-7-2705. Applicability. 


This part does not apply to the underwriting, denial of claims or issuance of 
a life insurance policy, disability income policy, long-term care policy, accident 
only policy, hospital indemnity or fixed indemnity policy, dental policy or vision 
policy or any other actions of an insurer directly related to a life insurance 
policy, disability income policy, long-term care policy, accident only policy, 
hospital indemnity or fixed indemnity policy, dental policy or vision policy. 


History. 
Acts 1997, ch. 121, § 2. 


56-7-2706. Routine examinations and analysis. 


Nothing in this part shall preclude a health insurer from obtaining a routine 
physical examination or chemical, blood or urine analysis, or from asking 
questions related to the health of an applicant or the applicant’s family. 


History. 
Acts 1997, ch. 121, § 2. 


56-7-2707. Coverage for genetic services not required. 


Nothing in this part shall require an insurance provider to provide coverage 
of genetic services, unless the coverage of genetic services is already included 
within the scope of benefits of the provider’s health insurance coverage. 


History. 
Acts 1997, ch. 121, § 2. 


56-7-2708. Regulations. 


The commissioner may promulgate regulations necessary or appropriate to 
carry out this part in accordance with the Uniform Administrative Procedures 
Act, compiled in title 4, chapter 5. 


History. 
Acts 1997, ch. 121, § 2. 
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PART 28 


HEALTH INSURANCE PORTABILITY, AVAILABILITY 
AND RENEWABILITY ACT 


56-7-2801. Short title. 


This part shall be known and may be cited as the “Tennessee Health 
Insurance Portability, Availability and Renewability Act.” 


History. 
Acts 1997, ch. 157, § 2. 


56-7-2802. Part definitions. 


As used in this part, unless the context otherwise requires: 
(1) “Affiliation period”: 

(A) Means a period that, under the terms of the health insurance 
coverage offered by the health maintenance organization, must expire 
before the health insurance coverage becomes effective. The organization 
is not required to provide health care services or benefits during the 
affiliation period and no premium shall be charged to the participant or 
beneficiary for any coverage during the period; 

(B) The period shall begin on the enrollment date; and 

(C) An affiliation period under a plan shall run concurrently with any 
waiting period under the plan; 

(2) “Beneficiary” has the meaning given such term under § 3(8) of ERISA 
(29 U.S.C. § 1002(8)); 
(3) “Bona fide association” means, an association that: 

(A) Has been actively in existence for at least five (5) years; 

(B) Has been formed and maintained in good faith for purposes other 
than obtaining insurance; 

(C) Does not condition membership in the association on any health 
status-related factor relating to an individual, mae an employee of an 
employer or a dependent of an employee; 

(D) Makes health insurance coverage offered cna the association 
available to all members regardless of any health status-related factor 
relating to the members, or individuals eligible for coverage through a 
member; 

(KE) Does not make health insurance coverage offered through the 
association available other than in connection with a member of the 
association; and 

(F) Meets additional requirements established by the commissioner; 
(4) “Church plan” has the meaning given the term under § 3(33) of 

ERISA (29 U.S.C. § 1002(33)); 
(5) “COBRA continuation provision” means any of the following: 

(A) Section 4980B of the Internal Revenue Code of 1986 (26 U. S. C. 
§ 4980B), other than subdivision (f)(1) of that section insofar as it relates 
to pediatric vaccines; 
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(B) ERISA, Part 6 of Subtitle B of Title I (29 U.S.C. § 1161 et seq.), 
other than § 609 (29 U.S.C. § 1169); or 

(C) Title XXII of the Public Health Service Act (42 U.S.C. § 300bb-1 et 
seq.); 

(6)(A) “Creditable coverage” means, with respect to an individual, cover- 

age of the individual under any of the following: 

(i) A group health plan; 

(ii) Health insurance coverage; 

(iii) Title XVIII, Part A or Part B of the Social Security Act, known as 
medicare (42 U.S.C. § 1395 et seq.); 

(iv) Title XIX of the Social Security Act (42 U.S.C. § 1396 et seq.), 
other than coverage consisting solely of benefits under § 1928 (42 
U.S.C. § 300x-28); 

(v) United States Code, title 10, ch. 55 (10 U.S.C. § 1071 et seq.); 

(vi) Amedical care program of the Indian Health Service or of a tribal 
organization; 

(vii) A state health benefits risk pool; 

(viii) A health plan offered under United States Code, title 5, ch. 89 (5 
U.S.C. § 8901 et seq.); 

(ix) A public health plan; or 

(x) A health benefit plan under § 5(e) of the Peace Corps Act (22 
U.S.C. § 2504(e)); 

(B) Creditable coverage does not include coverage consisting solely of 
coverage of excepted benefits; 

(7) “Employee” has the meaning given the term under § 3(6) of ERISA (29 
U.S.C. § 1002(6)); 

(8) “Employer” has the meaning given the term under § 3(5) of ERISA (29 
U.S.C. § 1002(5)), except that the term includes only employers of two (2) or 
more employees; 

(9) “Enrollment date” means, with respect to an individual covered under 
a group health plan or health insurance coverage, the date of enrollment of 
the individual in the plan or coverage or, if earlier, the first day of the waiting 
period for the enrollment; 

(10) “Excepted benefits” means benefits under one (1) or more, or any 
combination, of the following: 

(A) Benefits not subject to requirements: 

(i) Coverage only for accident or disability income insurance, or any 
combination of accident and disability income insurance; 

(ii) Coverage issued as a supplement to liability insurance; 

(iii) Liability insurance, including general liability insurance and 
automobile liability insurance; 

(iv) Workers’ compensation or similar insurance; 

(v) Automobile medical payment insurance; 

(vi) Credit-only insurance; 

(vii) Coverage for on-site medical clinics; or 

(viii) Other similar insurance coverage, specified in regulations, un- 
der which benefits for medical care are secondary or incidental to other 
insurance benefits; 
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(B) Benefits not subject to requirements if offered separately: 

(i) Limited scope dental or vision benefits; 

(ii) Benefits for long-term care, nursing home care, home health care, 
community-based care, or any combination of long-term care, nursing 
home care, home health care and community-based care; and 

(iii) Other similar, limited benefits specified in regulations; 

(C) Benefits not subject to the requirements if offered as independent, 
noncoordinated benefits are coverage only for a specified disease or illness 
and hospital indemnity or other fixed indemnity insurance; and 

(D) Benefits not subject to the requirements if offered as a separate 
insurance policy are medicare supplement insurance, coverage supple- 
mental to the coverage provided under United States Code, title 10, ch. 55 
(10 U.S.C. § 1071 et seq.), and similar supplemental coverage provided to 
coverage under a group health plan; 

(11) “Federal governmental plan” means a governmental plan established 
or maintained for its employees by the federal government or by any agency 
or instrumentality of the federal government; 

(12) “Governmental plan” has the meaning given the term under ERISA, 
§ 3(32) (29 U.S.C. § 1002(32)), and any federal governmental plan; 

(13) “Group health insurance coverage” means, in connection with a 
group health plan, health insurance coverage offered in connection with the 
plan; 

(14) “Group health plan” means an employee welfare benefit plan, as 
defined in ERISA, § 3(1) (29 U.S.C. § 1002(1)), to the extent that the plan 
provides medical care and including items and services paid for as medical 
care to employees or their dependents, as defined under the terms of the 
plan, directly or through insurance, reimbursement, or otherwise. A program 
under which creditable coverage is provided shall be treated as a group 
health plan for the purposes of applying this part; 

(15) “Health insurance coverage” means benefits consisting of medical 
care, provided directly, through insurance or reimbursement, or otherwise 
and including items and services paid for as medical care, under any policy, 
certificate, or agreement offered by a health insurance issuer; 

(16) “Health insurance issuer” means an entity subject to the insurance 
laws of this state, or subject to the jurisdiction of the commissioner, that 
contracts or offers to contract to provide health insurance coverage, includ- 
ing, but not limited to, an insurance company, a health maintenance 
organization and a nonprofit hospital and medical service corporation. 
“Health insurance issuer” does not include a group health plan; 

(17) “Health maintenance organization” means: 

(A) A federally qualified health maintenance organization, as defined 
under federal law; or 

(B) An organization recognized under state law as a health mainte- 
nance organization; 

(18) “Health status-related factor” means any of the following factors: 

(A) Health status; 

(B) Medical condition, including both physical and mental illnesses; 

(C) Claims experience; 


659 POLICIES AND POLICYHOLDERS 56-7-2802 


(D) Receipt of health care; 

(E) Medical history; 

(F) Genetic information; 

(G) Evidence of insurability, including conditions arising out of acts of 
domestic violence; and 

(H) Disability; 

(19) “Individual health insurance coverage” means health insurance 
coverage offered to individuals in the individual market, but does not include 
short-term limited duration insurance; 

(20) “Individual market” means the market for health insurance coverage 
offered to individuals other than in connection with a group health plan. 
This includes coverage offered in connection with a group health plan that 
has fewer than two (2) participants as current employees on the first day of 
the plan year; 

(21) “Large employer” means, in connection with a group health plan with 
respect to a calendar year and a plan year, an employer who employed an 
average of at least fifty-one (51) employees on business days during the 
preceding calendar year and who employs at least two (2) employees on the 
first day of the plan year; 

(22) “Large group market” means the health insurance market under 
which individuals obtain health insurance coverage, directly or through any 
arrangement, on behalf of themselves and their dependents, through a group 
health plan maintained by a large employer; 

(23) “Late enrollee” means, with respect to coverage under a group health 
plan, a participant or beneficiary who enrolls under the plan other than 
during: 

(A) The first period in which the individual is eligible to enroll under 
the plan; or 

(B) A special enrollment period; 

(24) “Medical care” means amounts paid for: 

(A) The diagnosis, cure, mitigation, treatment, or prevention of disease, 
or amounts paid for the purpose of affecting any structure or function of 
the body; 

(B) Amounts paid for transportation primarily for and essential to 
medical care referred to in subdivision (24)(A); and 

(C) Amounts paid for insurance covering medical care referred to in 
subdivisions (24)(A) and (B); 

(25) “Network plan” means health insurance coverage of a health insur- 
ance issuer under which the financing and delivery of medical care, includ- 
ing items and services paid for as medical care, are provided, in whole or in 
part, through a defined set of providers under contract with the issuer; 

(26) “Nonfederal governmental plan” means a governmental plan that is 
not a federal governmental plan; 

(27) “Participant” has the meaning given the term under ERISA, § 3(7) 
(29 U.S.C. § 1002(7)); 

(28) “Placed for adoption,” in connection with any placement for adoption 
of a child with any person, means the assumption and retention by the 
person of a legal obligation for total or partial support of the child in 
anticipation of adoption of the child. The child’s placement with the person 
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terminates upon the termination of the legal obligation; 

(29) “Plan sponsor” has the meaning given the term under § 3(16)(B) of 
ERISA (29 U.S.C. § 1002(16)(B)); 

(30) “Preexisting condition exclusion” means, with respect to coverage, a 
limitation or exclusion of benefits relating to a condition based on the fact 
that the condition was present before the date of enrollment for the coverage, 
whether or not any medical advice, diagnosis, care, or treatment was 
recommended or received before that date. Genetic information shall not be 
treated as a preexisting condition in the absence of a diagnosis of the 
condition related to such information; 

(31) “Small employer” means, in connection with a group health plan with 
respect to a calendar year and a plan year, an employer who employs an 
average of at least two (2) but no more than fifty (50) employees on business 
days during the preceding calendar year and who employs at least two (2) 
employees on the first day of the plan year; 

(32) “Small group market” means the health insurance market under 
which individuals obtain health insurance coverage, directly or through any 
arrangement, on behalf of themselves and their dependents, through a group 
health plan maintained by a small employer; and 

(33) “Waiting period” means, with respect to a group health plan and an 
individual who is a potential participant or beneficiary in the plan, the 
period that must pass with respect to the individual before the individual is 
eligible to be covered for benefits under the terms of the plan. 


History. 
Acts 1997, ch. 157, § 3. 
Section to Section References. 


This section is referred to in §§ 56-7-2208, 
56-7-2812, 56-26-204. 


56-7-2803. Preexisting condition exclusions — Period of creditable 
coverage — Special enrollment periods. 


(a) Agroup health plan, and a health insurance issuer offering group health 
insurance coverage, may, with respect to a participant or beneficiary, impose a 
preexisting condition exclusion only if: 

(1) The exclusion relates to a condition, whether physical or mental, 
regardless of the cause of the condition, for which medical advice, diagnosis, 
care, or treatment was recommended or received within the six-month 
period ending on the enrollment date; 

(2) The exclusion extends for a period of not more than twelve (12) 
months, or eighteen (18) months in the case of a late enrollee, after the 
enrollment date; and 

(3) The period of the preexisting condition exclusion is reduced by the 
aggregate of periods of creditable coverage applicable to the participant or 
beneficiary as of the enrollment date. 

(b) A period of creditable coverage shall not be counted, with respect to 
enrollment of an individual under a group health plan, if, after the period and 
before the enrollment date, there was a sixty-three-day period during all of 
which the individual was not covered under any creditable coverage. 
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(c) Any period that an individual is in a waiting period for any coverage 
under a group health plan, or for group health insurance coverage, or is in an 
affiliation period shall not be taken into account in determining the continuous 
period under subsection (b). 

(d) Method of Crediting Coverage. 

(1) Standard Method. Except as otherwise provided under subdivision 
(d)(2), a group health plan, and a health insurance issuer offering group 
health insurance coverage, shall count a period of creditable coverage 
without regard to the specific benefits covered during the period. 

(2) Election of Alternative Method. A group health plan, or a health 
insurance issuer offering group health insurance, may elect to credit 
coverage based on coverage of benefits within each of several classes or 
categories of benefits specified in regulations rather than as provided under 
subdivision (d)(1). The election shall be made on a uniform basis for all 
participants and beneficiaries. Under the election a group health plan or 
issuer shall count a period of creditable coverage with respect to any class or 
category of benefits if any level of benefits is covered within the class or 
category. 

(3) In the case of an election with respect to a group health plan under 
subdivision (d)(2), whether or not health insurance coverage is provided in 
connection with the plan, the plan shall: 

(A) Prominently state in any disclosure statements concerning the 
plan, and state to each enrollee at the time of enrollment under the plan, 
that the plan has made the election; and 

(B) Include in the statements a description of the effect of this election. 
(4) Issuer Notice. In the case of an election under subdivision (d)(2) with 

respect to health insurance coverage offered by an issuer in the small or 

large group market, the issuer: 

(A) Shall prominently state in any disclosure statements concerning 
the coverage, and to each employer at the time of the offer or sale of the 
coverage, that the issuer has made the election; and 

(B) Shall include in the statements a description of the effect of the 
election. 

(e) Establishment of Period. Periods of creditable coverage with respect 
to an individual shall be established through presentation of certifications 
described in subsection (g) or in any other manner specified in regulations. 

(f) Exceptions. 

(1) Subject to subdivision (f)(4), a group health plan, and a health 
insurance issuer offering group health insurance coverage, may not impose 
any preexisting condition exclusion in the case of an individual who, as of the 
last day of the thirty-day period beginning with the date of birth, is covered 
under creditable coverage. 

(2) Subject to subdivision (f)(4), a group health plan, and a health 
insurance issuer offering group health insurance coverage, may not impose 
any preexisting condition exclusion in the case of a child who is adopted or 
placed for adoption before attaining eighteen (18) years of age and who, as of 
the last day of the thirty-day period beginning on the date of the adoption or 
placement for adoption, is covered under creditable coverage. This subdivi- 
sion (f)(2) shall not apply to coverage before the date of the adoption or 
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placement for adoption. 

(3) A group health plan, and a health insurance issuer offering group 
health insurance coverage, may not impose any preexisting condition 
exclusion relating to pregnancy as a preexisting condition. 

(4) Subdivisions (f)(1) and (2) shall no longer apply to an individual after 
the end of the first sixty-three-day period during all of which the individual 
was not covered under any creditable coverage. 

(g) Certifications and Disclosures of Coverage. 

(1) A group health plan, and a health insurance issuer offering group 
health insurance coverage, shall provide the certification described in 
subdivision (¢)(2): 

(A) At the time an individual ceases to be covered under the plan or 
otherwise becomes covered under a COBRA continuation provision; 

(B) In the case of an individual becoming covered under a COBRA 
continuation provision, at the time the individual ceases to be covered 
under the provision; and 

(C) On request on behalf of an individual made not later than twenty- 
four (24) months after the date of cessation of the coverage described in 
subdivision (g)(1)(A) or (B), whichever is later. The certification under 
subdivision (g)(1)(A) may be provided, to the extent practicable, at a time 
consistent with notices required under any applicable COBRA continua- 
tion provision. 

(2) The certification described in this subsection (g) is a written certifica- 
tion of: 

(A) The period of creditable coverage of the individual under the plan 
and the coverage, if any, under the COBRA continuation provision; and 

(B) The waiting period, if any, and affiliation period, if applicable, 
imposed with respect to the individual for any coverage under the plan. 
(3) To the extent that medical care under a group health plan consists of 

group health insurance coverage, the plan is deemed to have satisfied the 
certification requirement under this subsection (g) if the health insurance 
issuer offering the coverage provides for the certification in accordance with 
this subsection (g). 

(4) Disclosure of Information on Previous Benefits. In the case of an 
election described in subdivision (d)(2) by a group health plan or health 
insurance issuer, if the plan or issuer enrolls an individual for coverage 
under the plan and the individual provides a certification of coverage of the 
individual under subdivision (g)(1): 

(A) Upon request of the plan or issuer, the entity that issued the 
certification provided by the individual shall promptly disclose to the 
requesting plan or issuer information on coverage of classes and categories 
of health benefits available under the entity’s plan or coverage; and 

(B) The entity may charge the requesting plan or issuer for the 
reasonable cost of disclosing the information. 

(5) Regulations. The commissioner is authorized to establish rules to 
prevent an entity’s failure to provide information with respect to previous 
coverage of an individual from adversely affecting any subsequent coverage 
of the individual under another group health plan or health insurance 
coverage. 
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(h) Special enrollment periods. 

(1) For Individuals Losing Other Coverage. As used in this subsec- 
tion (h), “health insurance coverage” includes the TennCare program as 
administered by the department of finance and administration. 

(2) A group health plan, and a health insurance issuer offering group 
health insurance coverage in connection with a group health plan, shall 
permit an employee who is eligible, but not enrolled, for coverage under the 
terms of the plan, or a dependent of the employee if the dependent is eligible 
but not enrolled for coverage under the terms, to enroll for coverage under 
the terms of the plan if each of the following conditions is met: 

(A) The employee or dependent was covered under a group health plan 
or had health insurance coverage at the time coverage was previously 
offered to the employee or dependent; 

(B) The employee stated in writing at the time that coverage under a 
group health plan or health insurance coverage was the reason for 
declining enrollment, but only if the plan sponsor or issuer, if applicable, 
required the statement at the time and provided the employee with notice 
of the requirement, and the consequences of the requirement, at that time; 

(C) The employee’s or dependent’s coverage described in subdivision 
(h)(2)(A): 

(i) Was under a COBRA continuation provision and the coverage 
under the provision was exhausted; or 

(ii) Was not under such a provision and either the coverage was 
terminated as a result of loss of eligibility for the coverage, including as 
a result of legal separation, divorce, death, termination of employment, 
or reduction in the number of hours of employment, or employer 
contributions toward the coverage were terminated; and 
(D) Under the terms of the plan, the employee requests enrollment not 

later than thirty (30) days after one (1) of the events described in 

subdivision (h)(2)(C). 

(3) For Dependents. 

(A) In general, the group health plan shall provide for a dependent 
special enrollment period described in subdivision (h)(3)(B) during which 
the person, or, if not otherwise enrolled, the individual, may be enrolled 
under the plan as a dependent of the individual, and in the case of the 
birth or adoption of a child, the spouse of the individual may be enrolled as 
a dependent of the individual if the spouse is otherwise eligible for 
coverage, if: 

(i) A group health plan makes coverage available with respect to a 
dependent of an individual; 

(ii) The individual is a participant under the plan, or has met any 
waiting period applicable to becoming a participant under the plan and 
is eligible to be enrolled under the plan but for a failure to enroll during 
a previous enrollment period; and 

(iii) A person becomes a dependent of the individual through mar- 
riage, birth, or adoption or placement for adoption. 

(B) Dependent Special Enrollment Period. A dependent special 
enrollment period under this subsection (h) shall be a period of not less 
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than thirty (30) days and shall begin on the later of: 

(i) The date dependent coverage is made available; or 

(ii) The date of the marriage, birth, or adoption or placement for 
adoption, as the case may be, described in subdivision (h)(3)(A)(iii). 
(C) No Waiting Period. If an individual seeks to enroll a dependent 

during the first thirty (30) days of a dependent special enrollment period, 

the coverage of the dependent shall become effective: 

(i) In the case of marriage, not later than the first day of the first 
month beginning after the date the completed request for enrollment is 
received; 

(ii) In the case of a dependent’s birth, as of the date of birth; or 

(iii) In the case of a dependent’s adoption or placement for adoption, 
the date of the adoption or placement for adoption. 

(i) Use of Affiliation Period by HMOs as an Alternative to Preexisting 
Condition Exclusion. 

(1) An HMO that offers health insurance coverage in connection with a 
group health plan and that does not impose any preexisting condition 
exclusion allowed under subsection (a) with respect to any particular 
coverage option may impose an affiliation period for the coverage option, but 
only if: 

(A) The period is applied uniformly without regard to any health 
status-related factors; and 

(B) The period does not exceed two (2) months, or three (3) months in 
the case of a late enrollee. 

(2) An HMO may use alternative methods from those described in 
subdivision (i)(1) to address adverse selection as approved by the commis- 
sioner. 


History. rolled from TennCare, OAG 05-097, 2007 Tenn. 
Acts 1997, ch. 157, § 4; 2001, ch. 262, § 1. AG LEXIS 66 (6/20/05). 


Attorney General Opinions. 
Alternative coverage for individuals disen- 


56-7-2804. Rules for eligibility — Factors not to be considered. 


(a)(1) Subject to subdivision (a)(2), a group health plan, and a health 
insurance issuer offering group health insurance coverage in connection 
with a group health plan, may not establish rules for eligibility, including 
continued eligibility, of any individual to enroll under the terms of the plan 
based on any of the following health status-related factors in relation to the 
individual or a dependent of the individual: 

(A) Health status; 

(B) Medical condition, including both physical and mental illnesses; 

(C) Claims experience; 

(D) Receipt of health care; 

(E) Medical history; 

(F) Genetic information; 

(G) Evidence of insurability, including conditions arising out of acts of 

domestic violence; or 
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(H) Disability. 

(2) To the extent consistent with other sections of this part, subdivision 
(a)(1) shall not be construed to: 

(A) Require a group health plan, or group health insurance coverage, to 
provide particular benefits other than those provided under the terms of 
the plan or coverage; or 

(B) Prevent the plan or coverage from establishing limitations or 
restrictions on the amount, level, extent, or nature of the benefits or 
coverage for similarly situated individuals enrolled in the plan or 
coverage. 

(3) For purposes of subdivision (a)(1), rules for eligibility to enroll under a 
plan include rules defining any applicable waiting periods for enrollment. 
(b)(1) A group health plan, and a health insurance issuer offering health 
insurance coverage in connection with a group health plan, may not require 
any individual, as a condition of enrollment or continued enrollment under 
the plan, to pay a premium or contribution that is greater than the premium 
or contribution for a similarly situated individual enrolled in the plan on the 
basis of any health status-related factor in relation to the individual or to an 
individual enrolled under the plan as a dependent of the individual. 

(2) Nothing in subdivision (b)(1) shall be construed to: 

(A) Restrict the amount that an employer may be charged for coverage 
under a group health plan; or 

(B) Prevent a group health plan, and a health insurance issuer offering 
group health insurance coverage, from establishing premium discounts or 
modifying otherwise applicable copayments or deductibles in return for 
adherence to programs of health promotion and disease prevention. 


History. Section to Section References. 
Acts 1997, ch. 157, § 5. This section is referred to in § 56-7-2805. 


56-7-2805. Small group market — Network plans — Financial capacity 
limits — Applicability. 


(a) Issuance of Coverage in the Small Group Market. 

(1) Subject to subsections (b)-(e), each health insurance issuer that offers 
health insurance coverage in the small group market in this state must 
accept: 

(A) Every small employer in the state that applies for the coverage; and 

(B) For enrollment under the coverage every eligible individual who 
applies for enrollment during the period in which the individual first 
becomes eligible to enroll under the terms of the group health plan and 
may not place any restriction that is inconsistent with § 56-7-2804 on an 
eligible individual being a participant or beneficiary. 

(2) Eligible Individual Defined. As used in this section, “eligible 
individual” means, with respect to a health insurance issuer that offers 
health insurance coverage to a small employer in connection with a group 
health plan in the small group market, the individual in relation to the 
employer as shall be determined: 

(A) In accordance with the terms of the plan; 
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(B) As provided by the issuer under rules of the issuer that are 
uniformly applicable in this state to small employers in the small group 
market; and 

(C) In accordance with all applicable state laws governing the issuer 
and the market. 

(b) Special Rules for Network Plans. 

(1) In the case of a health insurance issuer that offers health insurance 
coverage in the small group market through a network plan, the issuer may: 

(A) Limit the employers that may apply for the coverage to those with 
eligible individuals who live, work, or reside in the service area for the 
network plan; and 

(B) Within the service area of the plan, deny the coverage to the 
employers if the issuer has demonstrated to the commissioner that: 

(i) It will not have the capacity to deliver services adequately to 
enrollees of any additional groups because of its obligations to existing 
group contract holders and enrollees; and 

(ii) It is applying this subdivision (b)(1)(B) uniformly to all employers 
without regard to the claims experience of those employers and their 
employees and their dependents, or any health status-related factor 
relating to the employees and dependents. 

(2) An issuer, upon denying health insurance coverage in any service area 
in accordance with subdivision (b)(1)(B), may not offer coverage in the small 
group market within the service area for a period of one hundred eighty (180) 
days after the date the coverage is denied. 

(c) Application of Financial Capacity Limits. 

(1) A health insurance issuer may deny health insurance coverage in the 
small group market if the issuer has demonstrated to the commissioner that: 

(A) It does not have the financial reserves necessary to underwrite 
additional coverage; and 

(B) It is applying this subdivision (c)(1) uniformly to all employers in 
the small group market in this state consistent with applicable state law 
and without regard to the claims experience of those employers and their 
employees and their dependents, or any health status-related factor 
relating to the employees and dependents. 

(2) A health insurance issuer upon denying health insurance coverage in 
connection with group health plans in accordance with subdivision (c)(1) in 
this state may not offer coverage in connection with group health plans in 
the small group market in the state for a period of one hundred eighty (180) 
days after the date the coverage is denied or until the issuer has demon- 
strated to the commissioner that the issuer has sufficient financial reserves 
to underwrite additional coverage, whichever is later. The commissioner 
may provide for the application of this subsection (c) on a service-area- 
specific basis. 

(d) Exception to Requirement for Failure to Meet Certain Minimum 
Participation or Contribution Rules. 

(1) Subsection (a) shall not be construed to preclude a health insurance 
issuer from establishing employer contribution rules or group participation 
rules for the offering of health insurance coverage in connection with a 
health group plan in the small group market, as allowed under applicable 


66x) POLICIES AND POLICYHOLDERS 56-7-2805 


state law. 

(2) As used in subdivision (d)(1): 

(A) “Employer contribution rule” means a requirement relating to the 
minimum level or amount of employer contribution toward the premium 
for enrollment of participants and beneficiaries; and 

(B) “Group participation rule” means a requirement relating to the 
minimum number of participants or beneficiaries that must be enrolled in 
relation to a specified percentage or number of eligible individuals or 
employees of an employer. 

(e) Exception for Coverage Offered Only to Bona Fide Association 
Members. Subsection (a) shall not apply to health insurance coverage offered 
by a health insurance issuer if the coverage is made available in the small 
group market only through one (1) or more bona fide associations. 

(f) In connection with the offering of any health insurance coverage to a 
small employer, a health insurance issuer: 

(1) Shall make a reasonable disclosure to the employer, as part of its 
solicitation and sales materials, of the availability of information described 
in subsection (g); and 

(2) Upon request of the small employer, provide such information. 

(g)(1) Subject to subdivision (g)(3), with respect to a health insurance issuer 

offering health insurance coverage to a small employer, information de- 

scribed in this subsection (g) is information concerning: 

(A) The provisions of the coverage concerning issuer’s right to change 
premium rates and the factors that may affect changes in premium rates; 

(B) The provisions of the coverage relating to renewability of coverage; 

(C) The provisions of the coverage relating to any preexisting condition 
exclusion; and 

(D) The benefits and premiums available under all health insurance 
coverage for which the employer is qualified. 

(2) Information under this subsection (g) shall be provided to small 
employers in a manner determined to be understandable by the average 
small employer, and shall be sufficient to reasonably inform small employers 
of their rights and obligations under the health insurance coverage. 

(3) An issuer is not required to disclose any information under subsection 
(f) that is proprietary and trade secret information under applicable law. 
(h) The requirements of this part addressing the small and large group 

markets shall not apply to any group health plan, and health insurance 
coverage offered in connection with a group health plan, for any plan year if, on 
the first day of the plan year, the plan has fewer than two (2) participants who 
are current employees. 

(i) Rules to be used in the determination of employer size are: 

(1) All persons treated as a single employer under § 414(b), (c), (m), or (0) 
of the Internal Revenue Code of 1986 (26 U.S.C. § 414(b), (c), (m), and (0)), 
shall be treated as one (1) employer; 

(2) In the case of an employer that was not in existence throughout the 
preceding calendar year, the determination of whether the employer is a 
small or large employer shall be based on the average number of employees 
that it is reasonably expected the employer will employ on business days in 
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the current calendar year; and 
(3) Any reference in this subsection (i) to an employer shall include a 
reference to any predecessor of the employer. 


History. Section to Section References. 
Acts 1997, ch. 157, § 6. This section is referred to in § 56-7-2806. 


56-7-2806. Guaranteed renewability of coverage for employers in the 
group market. 


(a) Ifa health insurance issuer offers health insurance coverage in the small 
or large group market in connection with a group health plan, the issuer must 
renew or continue in force the coverage at the option of the plan sponsor of the 
plan except as provided in this section. 

(b) General Exceptions. A health insurance issuer may nonrenew or 
discontinue health insurance coverage offered in connection with a group 
health plan in the small or large group market based only on one (1) or more 
of the following: 

(1) The plan sponsor has failed to pay premiums or contributions in 
accordance with the terms of the health insurance coverage or the issuer has 
not received timely premium payments; 

(2) The plan sponsor has performed an act or practice that constitutes 
fraud or made an intentional misrepresentation of material fact under the 
terms of the coverage; 

(3) The plan sponsor has failed to comply with a material plan provision 
relating to employer contribution or group participation rules, as permitted 
by this part or other applicable insurance law; 

(4) The issuer is ceasing to offer coverage in the market in accordance 
with subsection (c) and other applicable insurance law; 

(5) In the case of a health insurance issuer that offers health insurance 
coverage in the market through a network plan, there is no longer any 
enrollee in connection with the plan who lives, resides, or works in the 
service area of the issuer, or in the area for which the issuer is authorized to 
do business, and in the case of the small group market, the issuer would 
deny enrollment with respect to the plan under § 56-7-2805(b)(1)(A); and 

(6) In the case of health insurance coverage that is made available in the 
small or large group market only through one (1) or more bona fide 
associations, the membership of an employer in the association, on the basis 
of which the coverage is provided, ceases, but only if the coverage is 
terminated under this subdivision (b)(6) uniformly without regard to any 
health status-related factor relating to any covered individual. 

(c) Requirements for Uniform Termination of Coverage. 

(1) In any case in which an issuer decides to discontinue offering a 
particular type of group health insurance coverage offered in the small or 
large group market, coverage of the type may be discontinued by the issuer 
in accordance with state law in the market only if: 

(A) The issuer provides notice to each plan sponsor provided coverage of 
this type in the market, and participants and beneficiaries covered under 
the coverage, of the discontinuation at least ninety (90) days prior to the 
date of the discontinuation of the coverage; 
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(B) The issuer offers to each plan sponsor provided coverage of this type 
in the market the option to purchase all, or, in the case of the large group 
market, any, other health insurance coverage currently being offered by 
the issuer to a group health plan in the market; and 

(C) In exercising the option to discontinue coverage of this type and in 

offering the option of coverage under subdivision (c)(2)(B), the issuer acts 
uniformly without regard to the claims experience of those sponsors or any 
health status-related factor relating to any participants or beneficiaries 
covered or new participants or beneficiaries who may become eligible for 
the coverage. 
(2)(A) In any case in which a health insurance issuer elects to discontinue 
offering all health insurance coverage in the small group market or the 
large group market, or both markets, in this state, health insurance 
coverage may be discontinued by the issuer only in accordance with 
applicable state law and if: 

(i) The issuer provides notice to the commissioner and to each plan 
sponsor, and participants and beneficiaries covered under the coverage, 
of the discontinuation at least one hundred eighty (180) days prior to the 
date of the discontinuation of the coverage; and 

(ii) All health insurance issued or delivered for issuance in this state 
in the market or markets is discontinued and coverage under the health 
insurance coverage in the market or markets is not renewed. 

(B) In the case of a discontinuation under subdivision (c)(2)(A) in a 
market, the issuer may not provide for the issuance of any health 
insurance coverage in the market and this state during the five-year 
period beginning on the date of the discontinuation of the last health 
insurance coverage not so renewed. 

(d) Exception for Uniform Modification of Coverage. At the time of 
coverage renewal, a health insurance issuer may modify the health insurance 
coverage for a product offered to a group health plan: 

(1) In the large group market; or 

(2) In the small group market if, for coverage that is available in the 
market other than only through one (1) or more bona fide associations, the 
modification is consistent with state law and effective on a uniform basis 
among group health plans with that product. 

(e) Application to Coverage Offered Only through Associations. In 
applying this section in the case of health insurance coverage that is made 
available by a health insurance issuer in the small or large group market to 
employers only through one (1) or more associations, a reference to “plan 
sponsor” is deemed, with respect to coverage provided to an employer member 
of the association, to include a reference to the employer. 


History. 
Acts 1997, ch. 157, § 7. 
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56-7-2807. Exclusion of certain plans. 


(a) Limitation on application of provisions relating to group health 
plans. 

(1) The requirements of this part shall apply with respect to group health 
plans only: 

(A) Subject to subdivision (a)(2), in the case of a plan that is a 
nonfederal governmental plan; and 

(B) With respect to health insurance coverage offered in connection 
with a group health plan, including a plan that is a church plan or a 
governmental plan. 

(2) Treatment of nonfederal governmental plans. 

(A) If the plan sponsor of a nonfederal governmental plan that is a 
group health plan to which this part otherwise applies makes an election 
under this subdivision (a)(2)(A) pursuant to regulations to be promulgated 
by the secretary of health and human services, then the requirements of 
this part insofar as it applies directly to group health plans, and not 
merely to group health insurance coverage, shall not apply to the govern- 
mental plans for the period except as provided in this subdivision (a)(2)(A). 

(B) An election under subdivision (a)(2)(A) shall apply: 

(i) For a single specified plan year; or 

(ii) In the case of a plan provided pursuant to a collective bargaining 
agreement, for the term of the agreement. An election under subdivision 
(a)(2)(B)G) may be extended through subsequent elections under this 
subdivision (a)(2)(B)(ii). 

(C) Under such an election, the plan shall provide for: 

(i) Notice to enrollees, on an annual basis and at the time of 
enrollment under the plan, of the fact and consequences of the election; 
and 

(ii) Certification and disclosure of creditable coverage under the plan 
with respect to enrollees. 

(b) Exception for Certain Benefits. The requirements of this part shall 
not apply to any group health plan or group health insurance coverage in 
relation to its provision of excepted benefits. 

(c) Exception for Certain Benefits if Certain Conditions Met. 

(1) Limited, Excepted Benefits. The requirements of this part shall 
not apply to any group health plan and group health insurance coverage 
offered in connection with a group health plan in relation to its provision of 
excepted benefits, if the benefits: 

(A) Are provided under a separate policy, certificate or contract of 
insurance; or 

(B) Are otherwise not an integral part of the plan. 

(2) Noncoordinated, Excepted Benefits. The requirements of this 
part shall not apply to any group health plan and group health insurance 
coverage offered in connection with a group health plan in relation to its 
provision of excepted benefits if all of the following conditions are met: 

(A) The benefits are provided under a separate policy, certificate, or 
contract of insurance; 
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(B) There is no coordination between the provision of the benefits and 
any exclusion of benefits under any group health plan maintained by the 
same plan sponsor; and 

(C) The benefits are paid with respect to an event without regard to 
whether benefits are provided with respect to the event under any group 
health plan maintained by the same plan sponsor. 

(3) Supplemental Excepted Benefits. The requirements of this part 
shall not apply to any group health plan and group health insurance 
coverage in relation to its provision of excepted benefits, if the benefits are 
provided under a separate policy, certificate or contract of insurance. 

(d) Treatment of Partnerships. For purposes of this part: 

(1) Any plan, fund, or program that would not be, but for this subsection 
(d), an employee welfare benefit plan and that is established or maintained 
by a partnership, to the extent that the plan, fund, or program provides 
medical care, including items and services paid for as medical care, to 
present or former partners in the partnership or to their dependents, as 
defined under the terms of the plan, fund, or program, directly or through 
insurance, reimbursement, or otherwise, shall be treated, subject to subdi- 
vision (d)(2), as an employee welfare benefit plan that is a group health plan; 

(2) In the case of a group health plan, “employer” also includes the 
partnership in relation to any partner; and 

(3) Participants of Group Health Plans. In the case of a group health 
plan, “participant” also includes: 

(A) In connection with a group health plan maintained by a partner- 
ship,’ an individual who is a partner in relation to the partnership; or 

(B) In connection with a group health plan maintained by a self- 
employed individual, under which one (1) or more employees are partici- 
pants, the self-employed individual, if such individual is, or may become, 
eligible to receive a benefit under the plan or the individual’s beneficiaries 
may be eligible to receive any such benefit. 


History. 
Acts 1997, ch. 157, § 8. 


56-7-2808. Applicability — Determination of creditable service. 


(a) Except as modified in this section, this part shall apply with respect to 
group health plans, and health insurance coverage offered in connection with 
group health plans, for plan years beginning after June 30, 1997. 

(b) Determination of creditable coverage. 

(1) Period of coverage. 

(A) Subject to subdivision (b)(1)(B), no period before July 1, 1996, shall 
be taken into account in determining creditable coverage. 

(B) The commissioner shall provide for a process whereby individuals 
who need to establish creditable coverage for periods before July 1, 1996, 
and who would have coverage credited, but for subdivision (b)(1)(A) may 
be given credit for creditable coverage for the periods through the 
presentation of documents or other means. 
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(2) Certifications. 

(A) Subject to subdivisions (b)(2)(B) and (C), the provisions regarding 
certification shall apply to events occurring after June 30, 1996. 

(B) In no case is a certification required to be provided under this 
subdivision (b)(2) before June 1, 1997. 

(C) In the case of an event occurring after June 30, 1996, and before 
October 1, 1996, a certification is not required to be provided unless an 
individual, with respect to whom the certification is otherwise required to 
be made, requests the certification in writing. 

(3) Transitional Rule. In the case of an individual who seeks to estab- 
lish creditable coverage for any period for which certification is not required 
because it relates to an event occurring before June 30, 1996: 

(A) The individual may present other credible evidence of coverage in 
order to establish the period of creditable coverage; and 

(B) A group health plan and a health insurance issuer shall not be 
subject to any penalty or enforcement action with respect to the plan’s or 
issuer’s crediting or not crediting coverage if the plan or issuer has sought 
to comply in good faith with the applicable requirements under this 
section. 

(c)(1) Except as provided in subdivision (b)(2), in the case of a group health 
plan maintained pursuant to one (1) or more collective bargaining agree- 
ments between employee representatives and one (1) or more employers 
ratified before April 30, 1997, this part shall not apply to plan years 
beginning before the later of the date on which the last of the collective 
bargaining agreements relating to the plan terminates, determined without 
regard to any extension of the collective bargaining agreements agreed to 
after April 30, 1997, or July 1, 1997. 

(2) Any plan amendment made pursuant to a collective bargaining 
agreement relating to the plan that amends the plan solely to conform to any 
requirement of this part shall not be treated as a termination of the 
collective bargaining agreement. 


History. 
Acts 1997, ch. 157, § 9. 


56-7-2809. Coverage without preexisting condition exclusion required 
— Alternative coverage — Network plans — Financial 
capacity limit. 


(a) On and after July 1, 1997, each health insurance issuer that offers 
individual health insurance coverage in this state must offer to and accept for 
enrollment every eligible individual who applies for coverage without imposing 
any preexisting condition exclusion with respect to the coverage. 

(b) As used in this section, “eligible individual” means an individual: 

(1) For whom, as of the date on which the individual seeks coverage under 
this section, the aggregate of periods of creditable coverage is eighteen (18) 
or more months and whose most recent prior creditable coverage was under 
a group health plan, governmental plan, or church plan, or health insurance 
coverage offered in connection with the plan; 
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(2) Who is not eligible for coverage under a group health plan, Title XVII 
of the Social Security Act, Part Aor Part B (42 U.S.C. § 1391 et seq.), or state 
coverage pursuant to Title XIX of the Social Security Act (42 U.S.C. § 1396 
et seq.), or any successor program, and does not have other health insurance 
coverage; 

(3) Whose most recent coverage within the coverage period described in 
subdivision (b)(1) was not terminated based on nonpayment of premiums or 
fraud; and 

(4) Who, if offered the option of continuation coverage, accepted the 
coverage and exhausted the coverage. 

(c) Alternative Coverage Permitted. 

(1) In General. 

(A) The health insurance issuer may elect to limit the coverage offered 
under subsection (a) so long as it offers at least two (2) different policy 
forms of health insurance coverage, both of which: 

(i) Are designed for, made generally available to, and actively mar- 
keted to, and enroll both eligible and other individuals by the issuer; and 

(ii) Meet the requirement of subdivision (c)(2) or (c)(3), as elected by 
the issuer. 

(B) For purposes of this subsection (c), policy forms that have different 
cost-sharing arrangements or different riders shall be considered to be 
different policy forms. 

(2) Choice of Most Popular Policy Forms. The requirement of this 
subdivision (c)(2) is met, for health insurance coverage policy forms offered 
by an issuer in the individual market, if the issuer offers the policy forms for 
individual health insurance coverage with the largest, and next to largest, 
premium volume of all the policy forms offered by the issuer in this state or 
applicable marketing or service area, as may be prescribed in regulation, by 
the issuer in the individual market in the period involved. 

(3) Choice of Two (2) Policy Forms with Representative Coverage. 

(A) The requirement of this subdivision (c)(3)(A) is met, for health 
insurance coverage policy forms offered by an issuer in the individual 
market, if the issuer offers a lower-level coverage policy form, as defined in 
subdivision (c)(3)(B), and a higher-level coverage policy form, as defined in 
subdivision (c)(3)(C), each of which includes benefits substantially similar 
to other individual health insurance coverage offered by the issuer in that 
state and each of which is covered under a mechanism that provides for 
risk adjustment, risk spreading or a risk spreading mechanism, among 
issuers or policies of an issuer, or otherwise provides for some financial 
subsidization for eligible individuals, including through assistance to 
participating issuers. 

(B) A lower-level of coverage policy form provides that the actuarial 
value of the benefits under the coverage is at least eighty-five percent 
(85%) but not greater than one hundred percent (100%) of a weighted 
average, described in subdivision (c)(3)(D). 

(C) A higher-level of coverage policy form provides that: 

(i) The actuarial value of the benefits under the coverage is at least 
fifteen percent (15%) greater than the actuarial value of the coverage 
described in subdivision (c)(3)(B) offered by the issuer in the area 
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involved; and 
(ii) The actuarial value of the benefits under the coverage is at least 
one hundred percent (100%) but not greater than one hundred twenty 
percent (120%) of a weighted average, described in subdivision (c)(3)(D). 
(D) For purposes of this subdivision (c)(3), the weighted average is the 
average actuarial value of the benefits provided by all the health insur- 
ance coverage issued, as elected by the issuer, either by that issuer or by 
all issuers in this state in the individual market during the previous year, 
not including coverage issued under this section, weighted by enrollment 
for the different coverage. 

(4) The issuer elections under subdivision (c)(1) shall apply uniformly to 
all eligible individuals in this state for that issuer. The election shall be made 
to the commissioner and shall be effective for no less than a two-year period. 
All elections shall be in a form and manner as prescribed by the 
commissioner. 

(5) For purposes of subdivision (c)(3), the actuarial value of benefits 
provided under individual health insurance coverage shall be calculated 
based on a standardized population and a set of standardized utilization and 
cost factors. 

(d) Special Rules for Network Plans. 
(1) In the case of a health insurance issuer that offers health insurance 
coverage in the individual market through a network plan, the issuer may: 
(A) Limit the individuals who may be enrolled under the coverage to 
those who live, reside, or work within the service area for the network 
plan; and | 
(B) Within the service area of the plan, deny the coverage to the 
individuals if the issuer has demonstrated to the commissioner that it will 
not have the capacity to deliver services adequately to additional indi- 
vidual enrollees because of its obligations to existing group contract 
holders and enrollees and individual enrollees and it is applying this 
subdivision (d)(1)(B) uniformly to individuals without regard to any health 
status-related factor of the individuals and without regard to whether the 
individuals are eligible individuals. 

(2) An issuer, upon denying health insurance coverage in any service area 
in accordance with subdivision (d)(1)(B), may not offer coverage in the 
individual market within the service area for a period of one hundred eighty 
(180) days after the coverage is denied. 

(e) Application of Financial Capacity Limits. 

(1) A health insurance issuer may deny health insurance coverage in the 
individual market to an eligible individual if the issuer has demonstrated to 
the commissioner that: 

(A) It does not have the financial reserves necessary to underwrite 
additional coverage; and 

(B) It is applying this subdivision (e)(1) uniformly to all individuals in 
the individual market in the state and without regard to any health 
status-related factor of the individuals and without regard to whether the 
individuals are eligible individuals. 

(2) An issuer, upon denying individual health insurance coverage in 
accordance with subdivision (e)(1), may not offer the coverage in the 


ee 
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individual market within the service area for a period of one hundred eighty 

(180) days after the date the coverage is denied or until the issuer has 

demonstrated to the commissioner that the issuer has sufficient financial 

reserves to underwrite additional coverage, whichever is later. 

(3) This subsection (e) may be applied on a service-area specific basis. 

(f) Subsection (a) shall not require a health insurance issuer offering health 
insurance coverage only in connection with group health plans or through bona 
fide associations to offer health insurance coverage in the individual market. 


History. Attorney General Opinions. 
Acts 1997, ch. 157, § 10. Alternative coverage for individuals disen- 
rolled from TennCare, OAG 05-097, 2005 Tenn. 


Section to Section References. AG LEXIS 101 (6/20/05). 


This section is referred to in § 56-7-2908. 


56-7-2810. Guaranteed renewability of coverage for individuals. 


(a) A health insurance issuer that provides individual health insurance 
coverage to an individual shall renew or continue in force the coverage at the 
option of the individual for all such coverage in effect on or after July 1, 1997, 
except as provided in this section. 

(b) A health insurance issuer may nonrenew or discontinue health insur- 
ance coverage of an individual in the individual market based only on one (1) 
or more of the following: 

(1) The individual has failed to pay premiums or contributions in accor- 
dance with the terms of the health insurance coverage or the issuer has not 
received timely premium payments; 

(2) The individual has performed an act or practice that constitutes fraud 
or made an intentional misrepresentation of material fact under the terms of 
the coverage; 

(3) The issuer is ceasing to offer coverage in the individual market in 
accordance with subsection (c) and other applicable insurance law; 

(4) In the case of a health insurance issuer that offers health insurance 
coverage in the market through a network plan, the individual no longer 
resides, lives, or works in the service area, or in an area for which the issuer 
is authorized to do business, but only if the coverage is terminated under this 
subdivision (b)(4) uniformly without regard to any health status-related 
factor of covered individuals; and 

(5) In the case of health insurance coverage that is made available in the 
individual market only through one (1) or more bona fide associations, the 
membership of the individual in the association, on the basis of which the 
coverage is provided, ceases, but only if the coverage is terminated under 
this subdivision (b)(5) uniformly without regard to any health status-related 
factor of covered individuals. 

(c) In any case in which an issuer decides to discontinue offering a particular 
type of health insurance coverage offered in the individual market, coverage of 
the type may be discontinued by the issuer only if: 

(1) The issuer provides notice to each covered individual provided cover- 
age of this type in the market of the discontinuation at least ninety (90) days 
prior to the date of the discontinuation of the coverage; 
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(2) The issuer offers to each individual in the individual market provided 
coverage of this type, the option to purchase any other individual health 
insurance coverage currently being offered by the issuer for individuals in 
the market; and 

(3) In exercising the option to discontinue coverage of this type and in 
offering the option of coverage under subdivision (c)(2), the issuer acts 
uniformly without regard to any health status-related factor of enrolled 
individuals or individuals who may become eligible for the coverage. 

(d)(1) Subject to subdivision (d)(2), in any case in which a health insurance 

issuer elects to discontinue offering all health insurance coverage in the 

individual market in this state, health insurance coverage may be discon- 
tinued by the issuer only if: 

(A) The issuer provides notice to the commissioner and to each indi- 
vidual of the discontinuation at least one hundred eighty (180) days prior 
to the date of the expiration of the coverage; and 

(B) All health insurance issued or delivered for issuance in this state in 
the market is discontinued and coverage under the health insurance 
coverage in the market is not renewed. 

(2) In the case of a discontinuation under subdivision (d)(1)(A) in the 
individual market, the issuer may not provide for the issuance of any health 
insurance coverage in the individual market in the state during the five-year 
period beginning on this date of the discontinuation of the last health 
insurance coverage not so renewed. 

(e) At the time of coverage renewal, a health insurance issuer may modify 
the health insurance coverage for a policy form offered to individuals in the 
individual market so long as the modification is consistent with state law and 
effective on a uniform basis among all individuals with that policy form. 

(f) In applying this section in the case of health insurance coverage that is 
made available by a health insurance issuer in the individual market to 
individuals only through one (1) or more associations, a reference to an 
“individual” is deemed to include a reference to the association of which the 
individual is a member. 


History. 
Acts 1997, ch. 157, § 11. 


56-7-2811. Provisions applicable to individual as well as group mar- 
kets. 


The provisions for certification and disclosure of coverage shall apply to 
health insurance coverage offered by a health insurance issuer in the indi- 
vidual market in the same manner as it applies to health insurance coverage 
offered by a health insurance issuer in connection with a group health plan in 
the small or large group market. 


History. 
Acts 1997, ch. 157, § 12. 
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56-7-2812. Applicability of individual market requirements to ex- 
cepted benefits under § 56-7-2802(10). 


The individual market requirements of this part shall not apply to any 
health insurance coverage in relation to its provision of excepted benefits 
described in § 56-7-2802(10)(A) or to those described in § 56-7-2802(10)(B), 
(C), or (D) if the benefits are provided under a separate policy, certificate or 
contract of insurance. A health insurance issuer offering health insurance 
coverage in connection with group health plans shall not be deemed to be a 
health insurance issuer offering individual health insurance coverage solely 
because the issuer offers a conversion policy. 


History. 
Acts 1997, ch. 157, § 18. 


56-7-2813. Construction with other laws — Enforcement actions. 


(a) This part is supplemental to any other laws of this state; however, to the 
extent that this part is in conflict with other insurance law, this part shall 
control. 

(b) No enforcement action shall be taken, pursuant to this part, against a 
group health plan or health insurance issuer with respect to a violation of a 
requirement imposed by this part before January 1, 1998, or, if later, the date 
of issuance of the federal regulations to be issued pursuant to the federal act 
if the plan or issuer has sought to comply in good faith with the requirements. 


History. 
Acts 1997, ch. 157, § 14. 


56-7-2814. Legislative intent — Rules and regulations. 


It is the intent of this part to meet the minimum standards established by 
the federal Health Insurance Portability and Accountability Act of 1996 
(HIPAA) (42 U.S.C. § 1320d et seq.), and the rules and regulations to be 
promulgated by federal authorities in connection with HIPAA. The commis- 
sioner is, therefore, authorized to promulgate rules and regulations according 
to the Uniform Administrative Procedures Act, compiled in title 4, chapter 5, as 
may be necessary to ensure compliance with the federal law as well as those 
rules necessary to carry out the proper administration of this part. 


History. | 
Acts 1997, ch. 157, § 15. 
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PART 29 


ACCESS TENNESSEE ACT OF 2006 
[EFFECTIVE UNTIL JUNE 30, 2020] 


56-7-2901. Short title. [Effective until June 30, 2020. See the Compiler’s 


Notes. ] 


This part shall be known and may be cited as the “Access Tennessee Act of 


2006.” 


History. 
Acts 2006, ch. 867, §§ 3, 14(a). 


Compiler’s Notes. 

Acts 2006, ch. 867, § 13 provided that the 
provisions of that act shall be reviewed annu- 
ally by the senate commerce, labor and agricul- 
ture committee and the house commerce com- 
mittee and such committees shall recommend 
necessary changes to the governor and the 
general assembly. 

Part 29, §§ 56-7-2901 — 56-7-2916 (Acts 


2006, ch. 867, § 3, 10, 14(a), (b); 2010, ch. 872, 
§ 1), concerning the Access Tennessee Act of 
2006, is repealed by Acts 2006, ch. 867, § 14(a), 
as amended by Acts 2010, ch. 872, § 1, as 
amended by Acts 2015, ch. 185, § 10, effective 
June 30, 2020. 


Cross-References. 
Repealer, § 56-7-2916. 


Section to Section References. 
This part is referred to in §§ 56-7-1001, 56- 
7-1004, 56-7-3304. 


56-7-2902. Part definitions. [Effective until June 30, 2020. See the 


Compiler’s Notes.] 


As used in this part, unless the context otherwise requires: 
(1) “Access Tennessee” means the nonprofit entity created pursuant to 


§ 56-7-2903(a); 


(2) “Board” means the Access Tennessee board of directors established 


pursuant to § 56-7-2903(b); 


(3) “Church plan” has the meaning given the term under ERISA, in 29 


U.S.C. § 1002(33); 


(4) “COBRA continuation coverage” refers to continuation of coverage 
offered pursuant to the Consolidated Omnibus Budget Reconciliation Act of 


1985 (42 U.S.C. § 300bb-1 et seq.); 
(5) “Commissioner” means 
administration; 


the 


commissioner of finance and 


(6)(A) “Creditable coverage” means, with respect to an individual, cover- 
age of the individual that provides the minimum essential coverage 


required under 26 U.S.C. § 5000A; 


(B) A period of creditable coverage shall not be counted, with respect to 
the enrollment of an individual who seeks coverage under this part, if, 
after the period and before the enrollment date, the individual experiences 


a significant break in coverage; 


(7) “Department” means the department of finance and administration; 
(8) “ERISA” means the Employee Retirement Income Security Act of 1974 


(29 U.S.C. § 1001 et seq.); 


(9) “Federally defined eligible individual” means an individual: 
(A) For whom, as of the date on which the individual seeks coverage 
under this part, the aggregate of the periods of creditable coverage is 


eighteen (18) or more months; 
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(B) Whose most recent prior creditable coverage was under a group 
health plan, governmental plan, church plan, or plan described in § 56- 
2-121(a), or health insurance coverage offered in connection with the plan; 

(C) Who is not eligible for coverage under a group health plan, medi- 
care, medicaid, or any successor program, and who does not have other 
health insurance coverage; 

(D) With respect to whom the most recent coverage within the period of 
aggregate creditable coverage was not terminated based on a factor 
relating to nonpayment of premiums or fraud; 

(E) Who, if offered the option of continuation of coverage under a 
COBRA continuation coverage provision or under a similar state program, 
elected the coverage; and 

(F) Who has exhausted the continuation coverage described in subdivi- 
sion (9)(E); 

(10) “Fund” means the Access Tennessee health insurance program fund 
established by § 56-7-2911(d); 

(11) “Governmental plan” has the meaning under ERISA, in 29 U.S.C. 
§ 1002(32); 

(12) “Group health plan” means an employee welfare benefit plan as 
defined in ERISA, in 29 U.S.C. § 1002(1), to the extent that the plan 
provides medical care, as defined in subdivision (19), and including items 
and services paid for as medical care to employees or their dependents as 
defined under the terms of the plan directly or through insurance, reim- 
bursement or otherwise; 

(13)(A) “Health insurance coverage” means any hospital and medical 

expense incurred policy, nonprofit health care service plan contract, health 

maintenance organization subscriber contract, or any other health care 
plan or arrangement that pays for or furnishes medical or health care 
services, whether by insurance or otherwise; 

(B) “Health insurance coverage” shall not include one (1) or more, or 
any combination of, the following: 

(i) Coverage only for accident or disability income insurance, or any 
combination of accident and disability income insurance; 

(ii) Coverage issued as a supplement to liability insurance; 

(iii) Liability insurance, including general liability insurance and 
automobile liability insurance; 

(iv) Workers’ compensation or similar insurance; 

(v) Automobile medical payment insurance; 

(vi) Credit-only insurance; 

(vii) Coverage for on-site medical clinics; and 

(viii) Other similar insurance coverage, specified in federal regula- 
tions issued pursuant to the Health Insurance Portability and Account- 
ability Act of 1996 (HIPAA) (42 U.S.C. § 1320d et seq.), under which 
benefits for medical care are secondary or incidental to other insurance 
benefits; 

(C) “Health insurance coverage” shall not include the following benefits, 
if they are provided under a separate policy, certificate or contract of 
insurance or are otherwise not an integral part of the coverage: 
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(i) Limited scope dental or vision benefits; 

(ii) Benefits for long-term care, nursing home care, home health care, 
community-based care, or any combination thereof; or 

(iii) Other similar, limited benefits specified in federal regulations 
issued pursuant to HIPAA; 

(D) “Health insurance coverage” shall not include the following ben- 
efits, if the benefits are provided under a separate policy, certificate or 
contract of insurance, there is no coordination between the provision of the 
benefits and any exclusion of benefits under any group health plan 
maintained by the same plan sponsor, and the benefits are paid with 
respect to an event without regard to whether benefits are provided with 
respect to the event under any group health plan maintained by the same 
plan sponsor: 

(i) Coverage only for a specified disease or illness; or 

(ii) Hospital indemnity or other fixed indemnity insurance; and 
(KE) “Health insurance coverage” shall not include the following, if 

offered as a separate policy, certificate or contract of insurance: 

(i) Medicare supplemental health insurance, as defined under 
§ 1882(¢)(1) of the Social Security Act (42 U.S.C. § 1395ss(g)(1)); 

(ii) Coverage supplemental to the coverage provided under the Civil- 
ian Health and Medical Program of the Uniformed Services (CHAM- 
PUS) (10 U.S.C. § 1071 et seq.); or 

(iii) Similar supplemental coverage provided to coverage under a 
group health plan; 

(14) “Health maintenance organization” means an organization as de- 
fined in § 56-32-102; 

(15) “Hospital” means a licensed public or private institution as defined in 
§ 68-11-201; 

(16) “Insurance arrangement” means, to the extent permitted by ERISA, 
any plan, program, contract or other arrangement under which one (1) or 
more employers, unions or other organizations provide to their employees or 
members, either directly or indirectly through a trust or third party 
administration, health care services or benefits other than through an 
insurer, and shall include any plan described in § 56-2-121(a); 

(17) “Insurer” means any entity that provides health insurance coverage 
in this state. For the purposes of this part, insurer includes, but is not 
limited to, an insurance company, a health maintenance organization, a 
preferred provider organization, a hospital and medical service corporation, 
a surplus lines insurer, an insurer providing stop-loss or excess loss 
insurance to a group health plan, a reinsurer reinsuring health insurance in 
this state, and any other entity providing a plan of health insurance or 
health benefits subject to state insurance regulation; 

(18) “Medicaid” means the federal- and state-financed, state-run program 
of medical assistance established pursuant to Title XIX of the Social Security 
Act (42 U.S.C. § 1396 et seq.), and any waivers thereof; 

(19) “Medical care” means: 

(A) The diagnosis, care, mitigation, treatment, or prevention of disease; 

(B) Transportation primarily for and essential to medical care referred 
to in subdivision (19)(A); and 
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(C) Insurance covering medical care referred to in subdivisions (19)(A) 

and (B); 

(20) “Medicare” means coverage under Parts A and/or B of Title XVIII of 
the Social Security Act (42 U.S.C. § 1395 et seq.); 

(21) “Plan of operation” means the articles, bylaws, and operating rules 
and procedures adopted by the board pursuant to § 56-7-2903(i); 

(22) “Program” means the Access Tennessee health insurance program, 
created in § 56-7-2903(a); 

(23) “Resident” means an individual who is legally domiciled in 
Tennessee; 

(24) “Significant break in coverage” means a period of sixty-three (63) 
consecutive days during all of which the individual does not have any 
creditable coverage, except that neither a waiting period nor an affiliation 
period is taken into account in determining a significant break in coverage; 

(25) “Third party administrator” means any entity that, on behalf of an 
insurer or insurance arrangement, provides health insurance coverage to 
individuals in this state, receives or collects charges, contributions or 
premiums for, or adjudicates, processes or settles claims in connection with, 
any type of health benefit provided in or as an alternative to health 
insurance coverage; and 

(26) “Unfair referral” means a referral to the program described in 
§ 56-7-2908(h). 


History. as amended by Acts 2010, ch. 872, § 1, as 
Acts 2006, ch. 867, §§ 3, 14(a); 2015, ch. 185, amended by Acts 2015, ch. 185, § 10, effective 

§§ 1, 2. June 30, 2020. 

Compiler’s Notes. Cross-References. 


Part 29, §§ 56-7-2901 — 56-7-2916 (Acts Repealer, § 56-7-2916. 
2006, ch. 867, § 3, 10, 14(a), (b); 2010, ch. 872, 
§ 1), concerning the Access Tennessee Act of Section to Section References. 
2006, is repealed by Acts 2006, ch. 867, § 14(a), This section is referred to in § 56-2-125. 


56-7-2903. Creation of Access Tennessee health insurance program — 
Board of directors — Advisory committee — Funding plan 
and plan of operation — Promulgation of rules — Errors 
and omissions by commissioner or board members. 
[Effective until June 30, 2020. See the Compiler’s Notes.] 


(a) There is created a nonprofit entity known as Access Tennessee to operate 
a program to provide health insurance coverage pursuant to this part. The 
program shall be known as the Access Tennessee health insurance program. 
(b) Access Tennessee shall operate the program subject to the supervision 
and control of a board of directors composed of fourteen (14) members. The 
commissioner shall, within ninety (90) days after July 1, 2006, give notice to all 
insurers of the time and place for the initial organizational meeting of the 
board. The board shall consist of the following members: 
(1) The commissioner of finance and administration or the commissioner’s 
designee; 
(2) The commissioner of health or the commissioner’s designee; 
(3) The commissioner of mental health and substance abuse services or 
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the commissioner’s designee; 

(4) One (1) representative of the Tennessee Hospital Association, selected 
by the commissioner; 

(5) One (1) representative of the Tennessee Medical Association, selected 
by the commissioner; 

(6) One (1) member involved primarily as a producer in the business of 
health insurance, selected by the commissioner; 

(7) One (1) member of the general public, selected by the commissioner; 

(8) One (1) member selected by the speaker of the house of 
representatives; 

(9) One (1) member selected by the speaker of the senate; 

(10) One (1) representative of an employer of greater than or equal to five 
hundred (500) employees that is self-insured, selected by the commissioner; 

(11) One (1) representative of an employer of less than five hundred (500) 
employees that is commercially insured, selected by the commissioner; 

(12) One (1) representative of a hospital medical service corporation, 
selected by the commissioner, unless, pursuant to subsection (d), no such 
representative is able to serve, in which case this position shall be filled by 
a representative of another insurer; 

(13) One (1) representative of an insurer other than a hospital medical 
service corporation, selected by the commissioner, unless, pursuant to 
subsection (d), no such representative is able to serve, in which case this 
position shall be filled by a representative of another insurer; and 

(14) The commissioner of intellectual and developmental disabilities or 
the commissioner’s designee. 

(c) The commissioner and the speakers of the senate and the house of 
representatives, in making appointments to the board, shall strive to ensure 
that the membership of the board is representative of the state’s geographic 
and demographic composition, with appropriate attention to the representa- 
tion of women and minorities. 

(d) No individual representing an entity selected to administer the program, 
pursuant to § 56-7-2909, or its affiliates shall serve on the board. Any 
appointed board member who represents an entity or affiliate that has the 
intention of serving as administrator of the program shall be prohibited from 
serving as the administrator, unless the board member provides written notice 
to the board of the entity’s or affiliate’s intent to bid on the contract for 
administrator. The notice shall be delivered to the board at least six (6) months 
prior to the release of any request for proposal (RFP) seeking to select or renew 
an administrator. In the event the notice is delivered, the board member shall 
simultaneously resign the board member’s membership on the board. 

(e) The commissioner shall, on an annual basis, designate one (1) member of 
the board to serve as chair and one (1) member of the board to serve as vice 
chair. 

(f) The board members selected pursuant to subdivisions (b)(4), (5) and (6) 
shall serve for an original term of one (1) year. The board members selected 
pursuant to subdivisions (b)(8), (9), (12) and (18) shall serve for an original 
term of two (2) years. The board members selected pursuant to subdivisions 
(b)(7), (10) and (11) shall serve for an original term of three (3) years. 
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Thereafter, all board members selected pursuant to subdivisions (b)(4) - (11) 
shall serve for a term of three (3) years. Board members appointed pursuant to 
subdivisions (b)(12) and (13) shall not be appointed to the board until after 
Access Tennessee awards an initial contract to an administrator of the 
program. 

(g) Board members shall receive no compensation, but shall be reimbursed 
for all travel expenses in accordance with state travel regulations. 

(h) Vacancies in the board shall be filled by the appropriate appointing 
authority. Board members may be removed by their respective appointing 
authority for cause. 

(i) In order to assist the board, there shall be an advisory committee 
consisting of five (5) representatives of insurers that offer health insurance 
coverage in this state who shall be selected by the commissioner. The advisory 
committee may provide advice on insurance related issues, including, but not 
limited to, benefit design and market impact of the plans created and offered 
by Access Tennessee. 

(j) The board, on an annual basis, shall submit to the commissioner and the 
comptroller of the treasury a funding plan and a plan for operation of the 
program and any amendments necessary or suitable to assure the fair, 
reasonable and efficient administration of the program and its financial 
solvency, based upon timely and accurate actuarial assumptions. The plan of 
operation shall become effective upon approval, in writing, by the commis- 
sioner and the comptroller of the treasury. 

(k) The commissioner and the comptroller of the treasury shall approve the 
funding plan and the plan of operation, if they determine that the plans assure 
the financial solvency of the program, the efficient administration of the 
program, and otherwise are in compliance with this part. 

(l) If the board fails to submit a suitable plan of operation within one 
hundred eighty (180) days after the appointment of the board or at any time 
thereafter fails to submit suitable amendments to the plan of operation, the 
commissioner may initiate actions necessary or advisable to effectuate this 
part. The actions shall continue in effect until modified by the commissioner or 
superseded by a plan of operation submitted by the board and approved by the 
commissioner and the comptroller. To the extent that the actions include the 
promulgation of rules to effectuate this part, the rules shall be promulgated as 
emergency rules pursuant to § 4-5-208. 

(m) The plan of operation shall: 

(1) Establish procedures for operation of the program; 
(2) Establish procedures for selecting an administrator, in accordance 

with § 56-7-2909; 

(3) Establish procedures to create a fund, under management of the 
board, for administrative expenses; 

(4) Establish procedures for the handling, accounting, and auditing of 
assets, moneys and claims of the program and the program administrator; 

(5) Develop and implement a program to publicize the existence of the 
program, the eligibility requirements, and procedures for enrollment, and to 
maintain public awareness of the program; 

(6) Establish procedures under which applicants and participants may 
have grievances reviewed by a grievance committee appointed by the board. 
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The grievances shall be reported to the board after completion of the review. 
The board shall retain all written complaints regarding the plan for at least 
three (3) years; | 

(7) Establish procedures to implement the requirements of § 56-7- 
2909(g); and 

(8) Provide for other matters as may be necessary and proper for the 
execution of the board’s powers, duties and obligations under this part. 

(n) The funding plan shall: 

(1) Establish premium rates for the upcoming year, pursuant to 
§ 56-7-2911(a); 

(2) Establish an assessment rate for insurers and insurance arrange- 
ments, pursuant to § 56-7-2911(a)(2); provided, however, that the total 
amount of the assessments authorized under § 56-7-2911(a)(2) for a fiscal 
year shall not exceed the amount appropriated by the state to the program 


for that same fiscal year; and 


(3) Identify other available funds for the program, including any legisla- 
tive appropriations and federal funding. 

(o) There shall be no liability on the part of, and no cause of action of any 
nature shall arise against, the commissioner or the board members, or any of 
their employees or agents, for any omission or any action taken by them within 
the scope of their duties arising from this part, except for willful, malicious or 
criminal acts or omissions done for personal gain. 


History. 

Acts 2006, ch. 867, § 3; 2006, ch. 894, §§ 2, 
14(a); 2009, ch. 566, § 12; 2010, ch. 1100, 
§§ 96, 97; 2012, ch. 575, § 2; 2015, ch. 185, 
§§ 1, 3. 


Compiler’s Notes. 

Acts 2006, ch. 867, § 4 provided that the 
Access Tennessee board of directors established 
pursuant to § 56-7-2903 shall be reviewed in 
accordance with the provisions of § 4-29- 
118(a). 

Part 29, §§ 56-7-2901 — 56-7-2916 (Acts 
2006, ch. 867, § 3, 10, 14(a), (b); 2010, ch. 872, 
§ 1), concerning the Access Tennessee Act of 
2006, is repealed by Acts 2006, ch. 867, § 14(a), 
as amended by Acts 2010, ch. 872, § 1, as 
amended by Acts 2015, ch. 185, § 10, effective 
June 30, 2020. 

Acts 2010, ch. 1100, § 153 provided that the 
commissioner of mental health and develop- 
mental disabilities, the commissioner of mental 


health, the commissioner of intellectual and 
developmental disabilities, and the commis- 
sioner of finance and administration are autho- 
rized to promulgate rules and regulations to 
effectuate the purposes of the act. All such rules 
and regulations shall be promulgated in accor- 
dance with the provisions of the Uniform Ad- 
ministrative Procedures Act, compiled in title 4, 
chapter 5. 

Acts 2009, ch. 566, § 12 provided that the 
Tennessee code commission is directed to 
change all references to public necessity rules, 
wherever such references appear in this code, 
to emergency rules, as sections are amended 
and volumes are replaced. 


Cross-References. 
Repealer, § 56-7-2916. 
Rules, § 56-7-2903. 


Section to Section References. 
This section is referred to in § 56-7-2902. 


56-7-2904. Powers and authority. [Effective until June 30, 2020. See the 


Compiler’s Notes.] 


Access Tennessee has the general powers and authority granted under the 
laws of this state to insurance companies licensed to transact the kinds of 
insurance defined under § 56-2-201. In addition, Access Tennessee has the 


specific power to: 


(1) Enter into contracts as are necessary or proper to carry out the 
provisions and purposes of this part, including the authority, with the 
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approval of the commissioner, to enter into contracts with similar programs 
in other states for the joint performance of common administrative func- 
tions, or with persons, other organizations or other state agencies for the 
performance of administrative functions; 

(2)(A) Sue or be sued, including taking any legal actions necessary or 

proper to: 

(i) Avoid the payment of improper claims against the program or the 
coverage provided by or through the program; 

(ii) Recover any amounts erroneously or improperly paid by the 
program; 

(iii) Recover any amounts paid by the program as a result of mistake 
of fact or law; or 

(iv) Recover other amounts due the program. 

(B) For purposes of subdivision (2)(A), as well as for legal representa- 
tion of Access Tennessee, Access Tennessee is considered to be an instru- 
mentality of the state for the purpose of being represented by the attorney 
general and reporter, pursuant to § 8-6-109; 

(3) Establish and modify, from time to time as appropriate, rates, rate 
schedules, rate adjustments, expense allowances, agent referral fees, claim 
reserve formulas and any other actuarial function appropriate to the 
operation of the program. Rates shall be determined in relation to the 
coverage provided, the risk experience, and expenses of providing coverage. 
Rates and risk schedules may be adjusted for age, tobacco use and weight 
and shall take into consideration appropriate factors in accordance with 
established actuarial and underwriting practices; 

(4) Establish a program to provide premium assistance to low income 
individuals eligible to participate in the program; 

(5) Purchase or issue policies of insurance in accordance with the require- 
ments of this part; 

(6) Appoint appropriate legal, actuarial and other committees as neces- 
sary, including advisory committees of external experts, to provide technical 
assistance in the operation of the program, policy and other contract design, 
and assistance with any other function within the authority of Access 
Tennessee; 

(7) Request an annual audit by the comptroller of the treasury, as 
otherwise provided by law, or, with the prior written approval of the 
comptroller of the treasury, contract with an independent public accountant 
for the audit; | 

(8) Determine the eligibility requirements for program participants, in 
accordance with this part; 

(9) Establish at least two (2) coverage options, pursuant to § 56-7-2910; 

(10) Employ and set the compensation of, or contract with, any persons or 
entities necessary to assist Access Tennessee in carrying out its responsi- 
bilities and functions; 

(11) Provide for reinsurance of risks incurred by the program; 

(12) Issue additional types of health insurance policies to provide optional 
coverage; 

(13) Provide for and employ cost containment measures and require- 
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ments, including, but not limited to, preadmission screening, second surgical 
opinion, concurrent utilization review, disease management and individual 
case management, for the purpose of making the program more cost 
effective; 

(14) Design, utilize, contract or otherwise arrange for the delivery of cost 
effective health care services, including establishing or contracting with 
preferred provider organizations, health maintenance organizations and 
other limited network provider arrangements; and 

(15) Adopt bylaws, policies, procedures and a plan document detailing 
program benefits as may be necessary or convenient for the implementation 
of this part and the operation of the program. 


History. 2006, is repealed by Acts 2006, ch. 867, § 14(a), 
Acts 2006, ch. 867, §§ 3, 14(a); 2015, ch. 185, as amended by Acts 2010, ch. 872, § 1, as 
§§ 1, 4. amended by Acts 2015, ch. 185, § 10, effective 


C a les June 30, 2020. 
ompiler’s Notes. 

Part 29, §§ 56-7-2901 — 56-7-2916 (Acts (Cross-References. 
2006, ch. 867, § 3, 10, 14(a), (b); 2010, ch. 872, Repealer, § 56-7-2916. 
§ 1), concerning the Access Tennessee Act of 


56-7-2905. Annual report. [Effective until June 30, 2020. See the Com- 
piler’s Notes.] 


Beginning by October 1, 2007, Access Tennessee shall make an annual report 
to the governor and comptroller of the treasury, to be submitted by October 1 
of each year. The report shall be in a form approved by the commissioner and 
shall summarize the activities of Access Tennessee in the preceding calendar 
year, including the net written and earned premiums, enrollment, the expense 
of administration, and the paid and incurred losses. The report shall also 
include an evaluation of the ability of low income individuals to participate in 
the program. 


History. 2006, is repealed by Acts 2006, ch. 867, § 14(a), 
Acts 2006, ch. 867, §§ 3, 14(a); 2015, ch. 185, as amended by Acts 2010, ch. 872, § 1, as 
Sod, amended by Acts 2015, ch. 185, § 10, effective 


Cc itil June 30, 2020. 
ompiler’s Notes. 

Part 29, §§ 56-7-2901 — 56-7-2916 (Acts (Cross-References. 
2006, ch. 867, § 3, 10, 14(a), (b); 2010, ch. 872, Repealer, § 56-7-2916. 
§ 1), concerning the Access Tennessee Act of 


56-7-2906. Additional powers and duties — Rules. [Effective until 
June 30, 2020. See the Compiler’s Notes. ] 


The commissioner may, by rule, establish additional powers and duties of 
Access Tennessee and may adopt rules necessary and proper to implement this 
part. The rules shall be promulgated as emergency rules pursuant to § 4-5- 
208. The rules shall be promulgated in accordance with the Uniform Admin- 
istrative Procedures Act, compiled in title 4, chapter 5. 


History. Compiler’s Notes. 
Acts 2006, ch. 867, §§ 3, 14(a); 2009, ch. 556, Part 29, §§ 56-7-2901 — 56-7-2916 (Acts 
§ 12. 2006, ch. 867, § 3, 10, 14(a), (b); 2010, ch. 872, 


Se 
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§ 1), concerning the Access Tennessee Act of 
2006, is repealed by Acts 2006, ch. 867, § 14(a), 
as amended by Acts 2010, ch. 872, § 1, as 
amended by Acts 2015, ch. 185, § 10, effective 
June 30, 2020. 

Acts 2009, ch. 566, § 12 provided that the 
Tennessee code commission is directed to 
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wherever such references appear in this code, 
to emergency rules, as sections are amended 
and volumes are replaced. 


Cross-References. 
Promulgation of rules, § 56-7-2903. 
Repealer, § 56-7-2916. 


change all references to public necessity rules, 


56-7-2907. Audit. [Effective until June 30, 2020. See the Compiler’s 
Notes. ] 


The commissioner and the comptroller of the treasury have the authority to 
review and audit the expenditure of funds made under this part. Nothing in 
this section shall limit the authority of the commissioner to ensure that 
program expenditures are maintained within legislative appropriations. 


2006, is repealed by Acts 2006, ch. 867, § 14(a), 
as amended by Acts 2010, ch. 872, § 1, as 
amended by Acts 2015, ch. 185, § 10, effective 
June 30, 2020. 


History. 
Acts 2006, ch. 867, §§ 3, 14(a). 


Compiler’s Notes. 

Part 29, §§ 56-7-2901 — 56-7-2916 (Acts 
2006, ch. 867, § 3, 10, 14(a), (b); 2010, ch. 872, 
§ 1), concerning the Access Tennessee Act of 


Cross-References. 
Repealer, § 56-7-2916. 


56-7-2908. Eligibility for program — Unfair practices. [Effective until 
June 30, 2020. See the Compiler’s Notes.] 


(a) Eligibility for the program operated pursuant to this part shall be 
limited to citizens of the United States, except that individuals satisfying the 
federally defined exceptions contained in 8 U.S.C. § 1622(b) shall also be 
eligible to apply. 

(b) A federally defined eligible individual who has not experienced a 
significant break in coverage and who is and continues to be a resident shall be 
eligible for program coverage. 

(c) To the extent allowed under federal law, the board may establish 
eligibility criteria to provide program coverage for individuals not specified in 
subsection (a). 

(1)(A) In the first twelve (12) months of the program’s operation, the 
criteria shall include, with respect to individuals who are not federally 
defined eligible individuals: 

(i) Arequirement that an individual be a resident of Tennessee for at 
least six (6) months; 

(ii) A requirement that an individual not have had health insurance 
coverage in the previous six (6) months; 

(iii) A requirement that an individual not have access to health 
insurance coverage at the time of application to the program; 

(iv) A requirement that an individual exhaust any option of continu- 
ation coverage under a group or individual health insurance plan, 
including COBRA continuation coverage; and 

(v) A requirement that the person not have coverage pursuant to 
§ 56-7-2809. 

(B) The board shall establish procedures to verify that the criteria in 
subdivisions (c)(1)(A)(i)-(v) have been met. 
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(2) At the end of the first year of the program’s operation, or any time 
thereafter, the board may assess the implementation and impact of the 
eligibility criteria established in subdivision (c)(1) and modify the criteria as 
it deems appropriate. 

(3) The board may establish additional eligibility criteria to provide 
program coverage for individuals who are not federally defined eligible 
individuals. The criteria may include: 

(A) A list of medical or health conditions for which a person shall be 
eligible for program coverage without applying for health insurance; 

(B) Arequirement that an individual be uninsured for a specified period 
of time prior to obtaining program coverage; 

(C) Minimum residency requirements; 

(D) Citizenship requirements; or 

(E) Any other eligibility criteria that the board deems appropriate that 
are not in conflict with this part. 

(d) To the extent allowed under federal law, the board may establish limits 
on the number of individuals covered by the program or the duration of 
program coverage, based on available funding. In determining whether to 
adopt limits, the board shall consider the amount of assessments required 
pursuant to § 56-7-2911(a)(2), and shall attempt to keep the assessments at a 
reasonable level through the adoption of limits, if necessary. 

(e)(1) A person shall not be eligible for coverage through the program, if: 

(A) The person is determined to be eligible for health benefits under 
medicaid; 

(B) The person has previously terminated coverage in the program 
within twelve (12) months of the date that application is made to the 
program, except that this subdivision (e)(1)(B) shall not apply with respect 
to an applicant who is a federally defined eligible individual; 

(C) The person is an inmate or resident of a public institution, except 
that this subdivision (e)(1)(C) shall not apply with respect to an applicant 
who is a federally defined eligible individual; or 

(D) The person has had prior coverage with the program terminated for 
fraud. 

(2) The board may establish additional criteria disqualifying individuals 
for program coverage; provided, that the criteria do not apply to federally 
defined eligible individuals. 

(f) Program coverage shall cease: 

(1) On the date a person is no longer a resident of Tennessee; 

(2) On the date a person requests coverage to end; 

(3) Upon the death of the covered person; 

(4) On the date state law requires cancellation of the policy; 

(5) At the option of the board, thirty (30) days after the program makes 
any inquiry concerning the person’s eligibility or place of residence to which 
the person does not reply; 

(6) At the option of the board, on a specified number of days after the day 
on which a premium payment for program coverage becomes due, if the 
payment is not made on or before that date; or 

(7) On the date a person becomes eligible for coverage by another plan 
through the person’s spouse or dependent. 


— 
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(g) Except under the circumstances described in subsection (e), a person 
who ceases to meet the eligibility requirements of this section may be 
terminated at the end of the policy period for which the necessary premiums 
have been paid. Access Tennessee has the sole discretion to determine that a 
person does not meet the eligibility requirements. 

(h) It shall constitute an unfair practice in the business of insurance, for the 
purposes of §§ 56-8-103 and 56-6-112, for an insurer, insurance producer or 
third party administrator to refer an individual to the program, or arrange for 
an individual to apply to the program, for the purpose of separating that 
individual from group health insurance coverage. A violation of § 56-8-103 
under this section shall be punishable by law as a violation of § 56-8-104. The 
board has the authority and responsibility to adopt policies and procedures 
that effectively implement this subsection (h). The commissioner may impose 
a higher assessment pursuant to § 56-7-2911(a)(2) on any entity determined, 
after appropriate notice and an opportunity for a hearing, to have violated this 
subsection (h). 

(i) Notwithstanding any other provision of this part to the contrary, during 
an initial two-month period to be determined by the board, the commissioner 
may waive any eligibility restriction set forth in statute or adopted by the 
board for any individual disenrolled from the TennCare standard category on 
or after August 1, 2005. 


History. 
Acts 2006, ch. 867, §§ 3, 14(a); 2015, ch. 185, 
S$19'5, 


Compiler’s Notes. 

Part 29, §§ 56-7-2901 — 56-7-2916 (Acts 
2006, ch. 867, § 3, 10, 14(a), (b); 2010, ch. 872, 
§ 1), concerning the Access Tennessee Act of 
2006, is repealed by Acts 2006, ch. 867,§ 14(a), 
as amended by Acts 2010, ch. 872, § 1, as 


amended by Acts 2015, ch. 185, § 10, effective 
June 30, 2020. 


Cross-References. 
Repealer, § 56-7-2916. 


Section to Section References. 
This section is referred to in §§ 56-7-2902, 
56-7-2913. 


56-7-2909. Administration of the program. [Effective until June 30, 
2020. See the Compiler’s Notes. ] 


(a) The board shall provide for administration of the program by electing, in 
its plan of operation, to have the program administered in either or both of the 


following manners: 
(1) By the commissioner; or 


(2) By using a competitive procurement process to select one (1) or more 
insurers or third party administrators to administer the program. 
(b) If the board elects to use a competitive procurement process to select an 
insurer or administrator, the board shall evaluate proposals submitted based 
on criteria established by the board, which shall include, but need not be 


limited to: 


(1) The insurer’s or administrator’s demonstrated ability to handle health 


insurance coverage for individuals; 


(2) The efficiency and timeliness of the insurer’s or administrator’s claim 


processing and payment procedures; 


(3) The fees proposed to discharge the insurer’s or administrator’s 


responsibility; 
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(4) The insurer’s or administrator’s ability to apply effective cost contain- 
ment programs and procedures and to administer the program in a cost- 
efficient manner; 

(5) The insurer’s or administrator’s ability to implement effective disease 
and/or case management programs; 

(6) The availability of a network of providers for the program; and 

(7) The financial condition and stability of the insurer or administrator. 
(c) Acontracted insurer or administrator shall serve for a period specified in 

the contract between Access Tennessee and the selected insurer or adminis- 
trator, subject to removal for cause and subject to any terms, conditions, and 
limitations of the contract. 

(d) At least one (1) year prior to the expiration of each period of service by 
a selected insurer or administrator, the board shall invite eligible entities, 
including the current insurer or administrator, to submit proposals to serve for 
the succeeding period. Selection of the succeeding insurer or administrator 
shall be made at least six (6) months prior to the end of the current period. 

(e) An insurer or administrator shall perform functions relating to the 
program that may be assigned to it, including: 

(1) Determination of eligibility and collection of information regarding 
unfair referrals; 

(2) Payment of claims based on rates established by the insurer or 
administrator; 

(3) Establishment of a premium billing procedure for collection of premi- 
ums from persons covered under the program; 

(4) Making available information relating to the proper manner of sub- 
mitting a claim for payments and distribution forms upon which submission 
shall be made; and 

(5) Performance of other functions necessary to assure timely payment of 
benefits to providers of services to persons covered under the program. 

(f) An insurer or administrator shall submit regular reports to Access 
Tennessee, as required by the board regarding the operation of the program. 
The frequency, content, and form of the report shall be specified in the contract 
between Access Tennessee and the insurer or administrator. 

(g) Following the close of each calendar year, the insurer or administrator 
shall determine net written and earned premiums, other state or federal 
funding received by the program, the expense of administration, and the paid 
and incurred losses for the year, taking into account investment income and 
other appropriate gains and losses. The administrator shall report this 
information to the board, the department and the comptroller of the treasury 
on a form prescribed by the commissioner. 

(h) A contracted insurer or administrator shall be paid as provided in the 
contract between Access Tennessee and the contractor. 


History. 2006, ch. 867, § 3, 10, 14(a), (b); 2010, ch. 872, 
Acts 2006, ch. 867, §§ 3, 14(a); 2015, ch. 185, § 1), concerning the Access Tennessee Act of 
§§ 1,6. 2006, is repealed by Acts 2006, ch. 867, § 14(a), 
as amended by Acts 2010, ch. 872, § 1, as 

Compiler’s Notes. amended by Acts 2015, ch. 185, § 10, effective 


Part 29, §§ 56-7-2901 — 56-7-2916 (Acts June 30, 2020. 
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Cross-References. 
Repealer, § 56-7-2916. 


Section to Section References. 
This section is referred to in §§ 56-7-2903, 
56-7-2911. 


56-7-2910. Offering of coverage options — Exclusion of charges and 
expenses — Availability of third party payment — Recov- 
ery of ineligible benefits paid. [Effective until June 30, 
2020. See the Compiler’s Notes.] 


(a) The program shall offer at least one (1) form of coverage to each eligible 
person. Coverage may be modeled after one (1) of the healthcare options 
offered to state employees pursuant to § 8-27-201, [repealed and reenacted; 
See Compiler’s Notes.] or may combine a health savings account with a high 
deductible health plan. Coverage may also be obtained through the commercial 
market. The board may adopt other coverage options as appropriate. 

(b) The board, with the approval of the commissioner, shall establish: 

(1) The coverage to be provided by each option; 
(2) The applicable schedule of benefits; and 
(3) Any exclusions to coverage and other limitations. 

(c) In establishing subsection (b), the board shall take into consideration the 
levels of health insurance coverage provided in the state and medical economic 
factors as may be deemed appropriate, and shall promulgate benefit levels, 
deductibles, coinsurance factors, exclusions, and limitations determined to be 
generally reflective of and commensurate with health insurance coverage 
provided through a representative number of large employers in Tennessee. 

(d) The coverage options offered by the program shall not be required to 
provide the mandated coverage or the mandated offers of coverage required 
pursuant to part 23, 24, 25 or 26 of this chapter. 

(e) Program coverage may exclude charges or expenses incurred during a 
period of time not to exceed twelve (12) months following the effective date of 
coverage, as to any condition that, during a period not to exceed six (6) months 
immediately preceding the effective date of coverage, had manifested itself in 
such a manner as would cause an ordinarily prudent person to seek diagnosis, 
care or treatment or for which medical advice, care or treatment was 
recommended or received as to the condition. The preexisting condition 
exclusion shall be waived to the extent to which similar exclusions, if any, have 
been satisfied under any prior health insurance coverage that was involun- 
tarily terminated, if the application for program coverage is made not later 
than sixty-three (63) days following the involuntary termination. In that case, 
coverage in the program shall be effective from the date on which the prior 
coverage was terminated. The exclusions may not be applied to a federally 
defined eligible individual. 

(f) Access Tennessee shall have a cause of action against an eligible person 
for the recovery of the amount of benefits paid that are not for covered 
expenses. Benefits due from the program may be reduced or refused as a set-off 
against any amount recoverable under this subsection (f). 

(g) Nothing in this part shall be construed to prohibit Access Tennessee from 
issuing additional types of health insurance policies with different types of 
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benefits that, in the opinion of the board, may be of benefit to those individuals 


otherwise eligible for coverage. 


(h) Notwithstanding this part to the contrary, no person shall be eligible for 
coverage through the program who is not already enrolled in the program prior 


to April 22, 2015. 


History. 
Acts 2006, ch. 867, §§ 3, 14(a); 2015, ch. 185, 
§$' 1, F821: 


Compiler’s Notes. 

Part 29, §§ 56-7-2901 — 56-7-2916 (Acts 
2006, ch. 867, § 3, 10, 14(a), (b); 2010, ch. 872, 
§ 1), concerning the Access Tennessee Act of 
2006, is repealed by Acts 2006, ch. 867, § 14(a), 
as amended by Acts 2010, ch. 872, § 1, as 


Section 8-27-201 referred to in this section 
was repealed and reenacted by Acts 2015, ch. 
426, effective May 18, 2015. For current provi- 
sions, see § 8-27-202. 


Cross-References. 
Repealer, § 56-7-2916. 


Section to Section References. 
This section is referred to in § 56-7-2904. 


amended by Acts 2015, ch. 185, § 10, effective 
June 30, 2020. 


56-7-2911. Funding. [Effective until June 30, 2020. See the Compiler’s 
Notes.] 


(a) The program shall be funded in the manner set forth as follows: 
(1) Premiums. 

(A) The board shall establish premium rates for program coverage as 
provided in subdivision (1)(B). Separate schedules of premium rates based 
on age, tobacco use and weight may apply for individual risks. Premium 
rates and schedules shall be submitted to the commissioner for approval 
prior to use. 

(B) The board, with the assistance of the commissioner, shall determine 
a standard risk rate by considering the premium rates charged by other 
insurers offering health insurance coverage to individuals. The standard 
risk rate shall be established using reasonable actuarial techniques, and 
shall reflect anticipated experience and expenses for the coverage. Initial 
rates for program coverage shall not be less than one hundred fifty percent 
(150%) of rates established as applicable for individual standard risks. 
Subject to the limits provided in this subdivision (a)(1)(B), subsequent 
rates shall be established to provide fully for the expected costs of claims, 
including recovery of prior losses, expenses of operation, investment 
income of claim reserves, and any other cost factors subject to the 
limitations described herein. In no event shall program rates exceed two 
hundred percent (200%) of rates applicable to individual standard risks. 

(C) Following the close of each fiscal year, the commissioner shall 
prepare a report analyzing the program’s projected revenues and expen- 
ditures and funding requirements. The commissioner shall present this 
report, together with the board’s comments, to the governor with a 
recommendation for the funding of the program. 

(2) Sources oF ADDITIONAL REVENUE. 

(A) The deficit incurred by the program, reported by the insurer or 
administrator pursuant to § 56-7-2909(g), shall be funded through state 
appropriations and an assessment on insurers, insurance arrangements 
and third party administrators. 
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(B) The board is authorized to determine the amount and allocation of 
any assessments and advance interim assessments on insurers, insurance 
arrangements and third party administrators in accordance with this 
section and subject to approval by the commissioner. The commissioner 
shall have the authority to assess insurers, insurance arrangements, and 
third party administrators, and to make advance interim assessments as 
may be reasonable and necessary for the program’s organizational and 
interim operating expenses. Any interim assessments are to be credited as 
offsets against any regular assessments due following the close of the 
fiscal year. The assessments must be presented to the department of 
commerce and insurance to advise whether the assessment will create a 
hazardous operational or financial condition for the insurer, insurance 
arrangement, or third party administrator. 

(C) The assessment for each individual insurer, insurance arrangement 
and third party administrator shall be determined by multiplying the total 
assessment of all insurers, insurance arrangements and third party 
administrators as determined in subdivision (a)(2)(B) by a fraction, the 
numerator of which equals the number of individuals in Tennessee 
covered by each individual insurer, insurance arrangement and third 
party administrator, and the denominator of which equals the total 
number of all individuals in Tennessee covered by insurers, insurance 
arrangements and third party administrators, all determined as of the end 
of the prior calendar year. 

(D) The board shall make reasonable efforts designed to ensure that 
each individual covered by insurers, insurance arrangements and third 
party administrators is counted only once with respect to any assessment. 
For that purpose, the board shall: 

(i) Require each insurer and insurance arrangement that obtains 
excess or stop loss insurance to include in its count of insured individu- 
als all individuals whose coverage is reinsured, including by way of 
excess or stop loss coverage, in whole or part; 

(ii) Require each insurer and insurance arrangement that contracts 
with a third party administrator to include in its count of insured 
individuals all individuals whose coverage is administered in whole or 
part by a third party administrator; 

(iii) Require each insurer that is an excess or stop loss insurer to 
include in its count of insured individuals all individuals covered 
through an insurance arrangement; 

(iv) Require each third party administrator to include in its count of 
insured individuals all individuals covered through an insurance 
arrangement; 

(v) Permit an insurer who is an excess or stop loss insurer to exclude 
from its number of insured individuals those who have been counted by 
the primary insurer or by the primary reinsurer or primary excess or 
stop loss insurer for the purpose of determining its assessment under 
this subdivision (a)(2); 

(vi) Permit a third party administrator to exclude from its number of 
insured individuals those who have been counted by an insurer; and 
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(vii) Permit an insurance arrangement to exclude from its number of 
insured individuals those who have been counted by an excess or stop 
loss insurer or third party administrator. 

(E) The amount of the assessment of each insurer, insurance arrange- 
ment or third party administrator shall be determined by the board based 
on annual statements and other reports deemed to be necessary by the 
board and filed by the participating insurer with the board or through 
other reporting mechanisms established by the department of commerce 
and insurance. The board may use any reasonable method of estimating 
the number of individuals covered by an insurer or insurance arrange- 
ment if the specific number is unknown. With respect to insurers that are 
reinsurers or excess or stop loss insurers, the board may use any 
reasonable method of estimating the number of persons insured by each 
reinsurer or excess or stop loss insurer. The commissioner shall approve 
and may make modifications to the board’s determination of amounts and 
allocations of the assessments, and shall have the authority to issue and 
collect the assessments. 

(F) An insurer, insurance arrangement or third party administrator 
may petition the commissioner for an abatement or deferment of all or 
part of an assessment imposed pursuant to this section. The commis- 
sioner, in consultation with the commissioner of commerce and insurance, 
may abate or defer, in whole or in part, the assessment if, in the opinion 
of the commissioner, payments of the assessment would endanger the 
ability of the insurer, insurance arrangement or third party administrator 
to fulfill its contractual obligations. In the event an assessment against an 
insurer, insurance arrangement or third party administrator is abated or 
deferred in whole or in part, the amount by which the assessment is 
abated or deferred may be assessed against the other insurers, insurance 
arrangements and third party administrators in a manner consistent with 
the basis for assessments set forth in this subsection (a). The insurer, 
insurance arrangement or third party administrator receiving the abate- 
ment or deferment shall remain liable to the program for the deficiency for 
four (4) years. 

(b) The board shall operate the program in a manner so that the 
estimated cost of providing health insurance coverage during any fiscal year 
will not exceed total income the program expects to receive from policy 
premiums, assessments, funds appropriated by the state legislature, and 
moneys received under subsection (c). After determining the amount of funds 
appropriated to it for a fiscal year, the board shall estimate the number of 
new policies it believes the program has the financial capacity to insure 
during that year so that costs do not exceed income. The board shall take 
steps necessary to assure that program enrollment does not exceed the 
number of residents it has estimated it has the financial capacity to insure. 

(c) The board may make application for any federal grants or other federal 
sources under which the program may be eligible to receive moneys. 

(d) Program Fund. 

(1) The Access Tennessee health insurance program fund shall be 
established as a separate account in the state treasury. 
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(2) Moneys in the fund, including interest earned on the moneys, shall 
be invested by the state treasurer, pursuant to §§ 9-4-602 and 9-4-603 for 


the sole benefit of the fund. 


(3) Any moneys remaining in the fund at the end of the fiscal year shall 
not revert to the general fund, but shall be brought forward to the next 
fiscal year for the exclusive benefit of the fund’s payment of future 


expenses. 


(4) The fund shall be subject to audit by the comptroller of the treasury. 


History. 
Acts 2006, ch. 867, §§ 3, 14(a); 2015, ch. 185, 
§§ 1, 9. 


Compiler’s Notes. 

Part 29, §§ 56-7-2901 — 56-7-2916 (Acts 
2006, ch. 867, § 3, 10, 14(a), (b); 2010, ch. 872, 
§ 1), concerning the Access Tennessee Act of 
2006, is repealed by Acts 2006, ch. 867, § 14(a), 


amended by Acts 2015, ch. 185, § 10, effective 
June 30, 2020. 


Cross-References. 
Repealer, § 56-7-2916. 


Section to Section References. 
This section is referred to in §§ 56-7-2902, 
56-7-2903, 56-7-2908. 


as amended by Acts 2010, ch. 872, § 1, as 


56-7-2912. Fraud and abuse. [Effective until June 30, 2020. See the 
Compiler’s Notes.] 


The office of inspector general, created pursuant to § 71-5-2502, shall have 
the authority to investigate civil and criminal fraud and abuse of Access 
Tennessee, or any other violations of state criminal law related to the operation 
of the program. The powers of the office of inspector general set forth in 
§§ 71-5-2501 — 72-5-2512 relating to the investigation of fraud and abuse in 
the TennCare program shall also be applicable to its investigation of fraud and 
abuse of Access Tennessee. 


History. 2006, is repealed by Acts 2006, ch. 867, § 14(a), 

Acts 2006, ch. 867, §§ 3, 14(a). as amended by Acts 2010, ch. 872, § 1, as 

2 amended by Acts 2015, ch. 185, § 10, effective 
Compiler’s Notes. June 30, 2020. 


Part 29, §§ 56-7-2901 — 56-7-2916 (Acts 
2006, ch. 867, § 3, 10, 14(a), (b); 2010, ch. 872, 
§ 1), concerning the Access Tennessee Act of 


Cross-References. 
Repealer, § 56-7-2916. 


56-7-2913. Federal funding. [Effective until June 30, 2020. See the 
Compiler’s Notes. ] 


Notwithstanding any law to the contrary, if the state determines not to apply 
for or accept federal funding for the purposes of this part, any provisions of this 
part, including any eligibility requirements regarding federally defined eligible 
individuals as set forth in § 56-7-2908 of this part, would not be subject to nor 
would the state or board have to comply with any federal requirements 
mandated as a result of the acceptance of the federal funds. 


History. 
Acts 2006, ch. 867, §§ 3, 14(a). 


2006, is repealed by Acts 2006, ch. 867, § 14(a), 
as amended by Acts 2010, ch. 872, § 1, as 
amended by Acts 2015, ch. 185, § 10, effective 


Compiler’s Notes. June 30, 2020. 


Part 29, §§ 56-7-2901 — 56-7-2916 (Acts 
2006, ch. 867, § 3, 10, 14(a), (b); 2010, ch. 872, 
§ 1), concerning the Access Tennessee Act of 


Cross-References. 
Repealer, § 56-7-2916. 
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56-7-2914. Legislative review. [Effective until June 30, 2020. See the 


Compiler’s Notes. |] 


This part shall be reviewed annually by the commerce and labor committee 
of the senate, the insurance and banking committee of the house of represen- 
tatives, the finance, ways and means committee of the senate and the finance, 
ways and means committee of the house of representatives, and these 
committees shall recommend necessary changes to the governor and the 


general assembly. 


History. 
Acts 2006, ch. 867, §§ 10, 14(a); 2013, ch. 
236, § 17. 


Compiler’s Notes. 

Part 29, §§ 56-7-2901 — 56-7-2916 (Acts 
2006, ch. 867, § 3, 10, 14(a), (b); 2010, ch. 872, 
§ 1), concerning the Access Tennessee Act of 


56-7-2915. [Repealed.] 


History. 
Acts 2006, ch. 867, § 14; repealed by Acts 
2013, ch. 211, § 1, effective July 1, 2013. 


2006, is repealed by Acts 2006, ch. 867, § 14(a), 
as amended by Acts 2010, ch. 872, § 1, as 
amended by Acts 2015, ch. 185, § 10, effective 
June 30, 2020. 


Cross-References. 
Repealer, § 56-7-2916. 


Compiler’s Notes. 
Former § 56-7-2915 concerned the creation 
of the special joint committee. 


56-7-2916. Repealer. [Effective until June 30, 2020. See the Compiler’s 


Notes. ] 


This part shall be repealed on June 30, 2020. 


History. 
Acts 2006, ch. 867, § 3; 2010, ch. 872, § 1; 
2015, ch. 185, § 10. 


Compiler’s Notes. 
Part 29, §§ 56-7-2901 — 56-7-2916 (Acts 
2006, ch. 867, § 3, 10, 14(a), (b); 2010, ch. 872, 


§ 1), concerning the Access Tennessee Act of 
2006, is repealed by Acts 2006, ch. 867, § 14(a), 
as amended by Acts 2010, ch. 872, § 1, as 
amended by Acts 2015, ch. 185, § 10, effective 
June 30, 2020. 


PART 30 
COVER TENNESSEE ACT OF 2006 [REPEALED] 


56-7-3001 — 56-7-3028. [Repealed.] 


History. 


Compiler’s Notes. 
Part 30, §§ 56-7-3001 — 56-7-3028 con- 
cerned the Cover Tennessee Act of 2006. 
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PART 31 
PHARMACY BENEFITS MANAGERS 


56-7-3101. Compliance. 


Pharmacy benefits managers shall, and contracts for pharmacy benefits 
management must, comply with the requirements of this part. 


History. 
Acts 2007, ch. 224, § 1. 


56-7-3102. Part definitions. 


As used in this part, unless the context otherwise requires: 

(1) “Covered entity” means a health insurance issuer, managed health 
insurance issuer as defined in § 56-32-128(a), nonprofit hospital, medication 
service organization, insurer, health coverage plan, health maintenance 
organization licensed to practice pursuant to this title, a health program 
administered by the state or its political subdivisions, including the Tenn- 
Care programs administered pursuant to the waivers approved by the 
United States department of health and human services, nonprofit insur- 
ance companies, prepaid plans, self-insured entities, and all other corpora- 
tions, entities or persons, or an employer, labor union, or other group of 
persons organized in the state that provides health coverage to covered 
individuals who are employed or reside in the state. “Covered entity” does 
not include a health plan that provides coverage only for accidental injury, 
specified disease, hospital indemnity, medicare supplement, disability in- 
come, or other long-term care; 

(2) “Maximum allowable cost” means the maximum amount that a 
pharmacy benefits manager or covered entity will reimburse a pharmacy for 
the cost of a drug or a medical product or device; 

(3) “Maximum allowable cost list” means a list of drugs, medical products 
or devices, or both medical products and devices, for which a maximum 
allowable cost has been established by a pharmacy benefits manager or 
covered entity; 

(4) “Pharmacist” and “pharmacy” have the same meanings as those terms 
are defined in § 63-10-204; 

(5) “Pharmacy benefits manager” means a person, business or other 
entity and any wholly or partially owned subsidiary of the entity, that 
administers the medication and/or device portion of pharmacy benefits 
coverage provided by a covered entity. “Pharmacy benefits manager” in- 
cludes, but is not limited to, a health insurance issuer, managed health 
insurance issuer as defined in § 56-32-128(a), nonprofit hospital, medication 
service organization, insurer, health coverage plan, health maintenance 
organization licensed to practice pursuant to this title, a health program 
administered by the state or its political subdivisions, including the Tenn- 
Care programs administered pursuant to the waivers approved by the 
United States department of health and human services, nonprofit insur- 
ance companies, prepaid plans, self-insured entities, and all other corpora- 
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tions, entities or persons acting for a pharmacy benefits manager in a 
contractual or employment relationship in the performance of pharmacy 
benefits management for a covered entity and includes, but is not limited to, 
a mail order pharmacy; and 

(6) “Pharmacy services administrative organization” means an entity that 
provides contracting and other administrative services to pharmacies to 
assist them in their interaction with third-party payers, pharmacy benefits 


managers, drug wholesalers, and other entities. 


History. 
Acts 2007, ch. 224, § 1; 2014, ch. 857, § 1; 
2016, ch. 631, § 1. 


Compiler’s Notes. 

Acts 2014, ch. 857, § 3 provided that this act, 
which amended this section, shall apply to all 
contracts entered into or renewed on or after 
January 1, 2015. 


Amendments. 
The 2016 amendment added the definition of 


“Pharmacy services administrative organiza- 
tion”. 
Effective Dates. 

Acts 2016, ch. 631, § 3. March 28, 2016. 


Section to Section References. 
This section is referred to in §§ 10-7-504, 
56-7-3103, 56-7-3201. 


56-7-3103. Audit of records of pharmacist or pharmacy. 


(a) When an audit of records of a pharmacist or pharmacy is conducted by a 
covered entity, a pharmacy benefits manager, the state or its political subdi- 
visions, or any other entity representing the same, it shall be conducted in the 


following manner: 


(1) Written notice shall be given to the pharmacist or pharmacy at least 
two (2) weeks prior to conducting the initial on-site audit for each audit cycle; 

(2) Any audit performed under this section that involves clinical or 
professional judgment shall be conducted in consultation with a pharmacist 
who has knowledge of the Tennessee Pharmacy Practice Act, compiled in 
title 63, chapter 10, parts 2-4; 

(3) Any clerical or recordkeeping error, such as a typographical error, 
scrivener’s error, or computer error, regarding a required document or record 
may not, in and of itself, constitute fraud; however, the claims may be subject 
to recoupment. Notwithstanding any other law to the contrary, no such claim 
shall be subject to criminal penalties without proof of intent to commit fraud; 

(4) A pharmacist or pharmacy may use the records of a hospital, physi- 
cian, or other authorized practitioner of the healing arts for drugs or medical 
supplies written or transmitted by any means of communication for pur- 
poses of validating pharmacy records with respect to orders or refills of a 
legend or narcotic drug; 

(5) A finding of overpayment or underpayment may be a projection based 
on the number of patients served having a similar diagnosis or on the 
number of similar orders or refills for similar drugs; however, recoupment of 
claims must be based on the actual overpayment or underpayment, unless 
the projection for overpayment or underpayment is part of a settlement as 
agreed to by the pharmacist or pharmacy; 

(6) Each pharmacist or pharmacy shall be audited under the standards 
and parameters as other similarly situated pharmacists or pharmacies 
audited by a covered entity, a pharmacy benefits manager, the state or its 


tm) 
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political subdivisions, or any other entity representing the same; 

(7) A pharmacist or pharmacy shall be allowed the length of time 
described in the pharmacist’s or pharmacy’s contract or provider manual, 
whichever is applicable, which shall not be less than thirty (30) days, 
following receipt of the preliminary audit report in which to produce 
documentation to address any discrepancy found during an audit. If the 
pharmacist’s or pharmacy’s contract or provider manual does not specify the 
allowed length of time for the pharmacist or pharmacy to address any 
discrepancy found in the audit following receipt of the preliminary report, 
that pharmacist or pharmacy shall be allowed at least thirty (30) days 
following receipt of the preliminary audit report to respond and produce 
documentation; 

(8) The period covered by an audit may not exceed two (2) years from the 
date the claim was submitted to or adjudicated by a covered entity, a 
pharmacy benefits manager, the state or its political subdivisions, or any 
other entity representing the same, except this subdivision (a)(8) shall not 
apply where a longer period is required by any federal rule or law; 

(9) An audit shall not be initiated or scheduled during the first seven (7) 
calendar days of any month due to the high volume of prescriptions filled 
during that time, unless otherwise consented to by the pharmacist or 
pharmacy; 

(10) The preliminary audit report must be delivered to the pharmacist or 
pharmacy within one hundred twenty (120) days after conclusion of the 
audit. A final audit report shall be delivered to the pharmacist or pharmacy 
within six (6) months after receipt of the preliminary audit report or final 
appeal, whichever is later; and 

(11) Notwithstanding any other law to the contrary, any audit of a 
pharmacist or pharmacy shall not use the accounting practice of extrapola- 
tion in calculating recoupments or penalties for audits. 

(b) Recoupments of any disputed funds shall only occur after final internal 
disposition of the audit, including the appeal process as set forth in subsection 
(a) 

(c) Each pharmacy benefits manager, as defined in § 56-7-3102, conducting 
an audit shall establish an appeals process under which a pharmacist or 
pharmacy may appeal an unfavorable preliminary audit report to the phar- 
macy benefits manager on whose behalf the audit was conducted. The 
pharmacy benefits manager conducting any audit shall provide to the phar- 
macist or pharmacy, before or at the time of delivery of the preliminary audit 
report, a written explanation of the appeals process, including the name, 
address and telephone number of the person to whom an appeal should be 
addressed. If, following the appeal, it is determined that an unfavorable audit 
report or any portion of the audit report is unsubstantiated, the audit report or 
the portion shall be dismissed without the necessity of further proceedings. 

(d) A pharmacy provider may use any prescription that meets the require- 
ments of being a legal prescription as defined by applicable Tennessee law to 
validate claims submitted for reimbursement for dispensing of original and 
refill prescriptions, or changes made to prescriptions. 

(e) Auditors are permitted to enter the prescription department when 
accompanied by or authorized by a member of the pharmacy staff. During the 
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auditing process, auditors shall not disrupt the provision of services to the 
pharmacy’s customers. 

(f) Ademand for recoupment, repayment or offset against future reimburse- 
ment for an overpayment on a claim for dispensing of an original or refill 
prescription shall not include the dispensing fee, unless the prescription that 
is the subject of the claim was not actually dispensed, was not valid, was 
fraudulent, or was outside the contract. This subsection (f) shall not apply 
where a pharmacy is requested, pursuant to a contractual provision or to 
§ 56-7-2362(b) or § 56-32-138(b), to correct an error in a claim submitted in 
good faith. 

(g) Audit information from an audit conducted by one pharmacy benefits 
manager shall not be shared with or utilized by another pharmacy benefits 
manager. This subsection (g) shall not apply to an investigative audit that is 
believed by the pharmacy benefits manager to involve fraud or willful 
misrepresentation. 

(h) Unless otherwise agreed to by contract, no audit finding or demand for 
recoupment, repayment or offset against future reimbursement shall be made 
for any claim for dispensing of an original or refill prescription for the reason 
of information missing from a prescription or for information not placed in a 
particular location on a prescription when the information or location of the 
information is not required or specified by federal or state law. 

(i) In the event the actual quantity dispensed on a valid prescription fora | 
covered beneficiary exceeds the allowable maximum days supply of the product 
as defined in the applicable pharmacy benefit provider agreement, the amount 
allowed to be recouped, repaid or offset against future reimbursement shall be 
limited to an amount that is calculated based on the quantity of the product 
dispensed found to be in excess of the allowed days supply quantity and using 
the cost of the product as reflected on the original claim. 

(j) A pharmacy provider shall be allowed to dispense and shall be reim- 
bursed for the full quantity of the smallest available commercially packaged 
product, including, but not limited to, eye drops, insulin, and topical products, 
which contains the total amount that is required to be dispensed to meet the 
days supply ordered by the prescriber, even if the full quantity of the 
commercially prepared package exceeds the maximum days supply allowed. 

(k) The highest daily total dose which may be utilized by the patient 
pursuant to the prescriber’s directions shall be used to make a determination 
of the days supply. For prescriptions having a titrated dose schedule, the 
schedule shall be used to determine the days supply. 

(1) Subsections (d)-(k) shall not apply to any investigative audit that 
involves allegations of fraud or willful misrepresentation. 


History. Acts 2011, ch. 289, § 4 provided that the act, 
Acts 2007, ch. 224, § 1; 2011, ch. 289, § 2. which added subsections (d)-(/), shall apply to 


Cittipiléste Notes contracts entered into on or after July 1, 2011. 


Acts 2011, ch. 289, § 1 provided the act shall 
be known and may be cited as the “Pharmacy 
Benefit Integrity Act.” 
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56-7-3104. Calculation of reimbursement of pharmacy benefits man- 
ager. 


(a) Reimbursement by a pharmacy benefits manager under a contract to a 
pharmacist or pharmacy for prescription drugs and other products and 
supplies that is calculated according to a formula that uses a nationally 
recognized reference in the pricing calculation shall use the most current 
nationally recognized reference price or amount in the actual or constructive 
possession of the pharmacy benefits manager or its agent. 

(b) For purposes of compliance with this section, pharmacy benefits man- 
agers shall be required to update the nationally recognized reference prices or 
amounts used for calculation of reimbursement for prescription drugs and 
other products and supplies no less than every three (3) business days. 


History. Section to Section References. 
Acts 2007, ch. 224, § 1. This section is referred to in § 4-3-1021. 


56-7-3105. Contract compliance. 


No contract entered into or amended on or after July 1, 2007, shall contain 
provisions in violation of this part. 


History. 
Acts 2007, ch. 224, § 1. 


56-7-3106. Placement of drug on maximum allowable cost list. 


(a) Before a pharmacy benefits manager or covered entity may place a drug 
on a maximum allowable cost list, the pharmacy benefits manager or covered 
entity must find that the drug is generally available for purchase by pharma- 
cies in this state from a national or regional wholesaler. 

(b) If a drug that has been placed on a maximum allowable cost list no 
longer meets the requirements of subsection (a), the drug shall be removed 
from the maximum allowable cost list by the pharmacy benefits manager or 
covered entity within five (5) business days after the date that the pharmacy 
benefits manager or covered entity becomes aware that the drug no longer 
meets the requirements of subsection (a). 

(c) Nothing in this part shall be construed as preventing a pharmacy 
benefits manager or covered entity from reimbursing claims for a generic drug 
at the previously determined maximum allowable cost even if the pharmacy 
benefits manager or covered entity reimburses for the equivalent brand name 
drug at the contracted brand rate after confirmation by a national or regional 
wholesaler and by the manufacturer that the generic drug is generally 
unavailable for purchase from a national or regional wholesaler. 


History. designated as § 56-7-3112 by the authority of 
Acts 2014, ch. 857, § 2. the code commission. 


Code Commission Notes. Acts 2014, ch. Compiler’s Notes. 

896, § 1 purported to enact § 56-7-3106. Sec- Acts 2014, ch. 857, § 3 provided that this act, 
tions 56-7-3106 — 56-7-3111 were previously which enacted this section, shall apply to all 
enacted by Acts 2014, ch. 857, § 2; therefore, contracts entered into or renewed on or after 
the enactment by Acts 2014, ch. 896, § l was January 1, 2015. 
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Section to Section References. 
This section is referred to in § 56-7-3108. 


56-7-3107. Information to be provided regarding maximum allowable 
cost lists — Updating maximum allowable cost lists. 


(a) A pharmacy benefits manager or covered entity shall make available to 
each pharmacy with which the pharmacy benefits manager or covered entity 
has a contract and to each pharmacy included in a network of pharmacies 
served by a pharmacy services administrative organization with which the 
pharmacy benefits manager or covered entity has a contract, at the beginning 
of the term of a contract and upon renewal of a contract: 

(1) The sources used to determine the maximum allowable costs for the 
drugs and medical products and devices on each maximum allowable cost 
list; 

(2) Every maximum allowable cost for individual drugs used by that 
pharmacy benefits manager or covered entity for patients served by that 
contracted pharmacy; and 

(3) Upon request, every maximum allowable cost list used by that 
pharmacy benefits manager or covered entity for patients served by that 
contracted pharmacy. 

(b) A pharmacy benefits manager or covered entity shall: 

(1) Update each maximum allowable cost list at least every three (3) 
business days, as required by § 56-7-3104(b); 

(2) Make the updated lists available to every pharmacy with which the 
pharmacy benefits manager or covered entity has a contract and to every 
pharmacy included in a network of pharmacies served by a pharmacy 
services administrative organization with which the pharmacy benefits 
manager or covered entity has a contract, in a readily accessible, secure and 
usable web-based format or other comparable format or process; and 

(3) Utilize the updated maximum allowable costs to calculate the pay- 
ments made to the contracted pharmacies within five (5) business days. 


History. which enacted this section, shall apply to all 
Acts 2014, ch. 857, § 2. contracts entered into or renewed on or after 


Compiler’s Notes. January 1, 2015. 


Acts 2014, ch. 857, § 3 provided that this act, 


56-7-3108. Appeal by pharmacy of cost of particular drug or device on 
maximum allowable cost list — Procedure. 


(a) A pharmacy benefits manager or covered entity shall establish a clearly 
defined process through which a pharmacy may contest the listed maximum 
allowable cost for a particular drug or medical product or device. If a pharmacy 
chooses to contest the listed maximum allowable cost for a particular drug or 
medical product or device, the pharmacy shall have the right to designate a 
pharmacy services administrative organization or other agent to file and 
handle its appeal of the maximum allowable cost of the drug or medical 
product or device. 

(b) A pharmacy may base its appeal on one (1) or more of the following: 
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(1) The maximum allowable cost established for a particular drug or 
medical product or device is below the cost at which the drug or medical 
product or device is generally available for purchase by pharmacies in this 
state from national or regional wholesalers; or 

(2) The pharmacy benefits manager or covered entity has placed a drug on 
the list without properly determining that the requirements of § 56-7-3106 
have been met. 

(c) The pharmacy must file its appeal within seven (7) business days of its 
submission of the initial claim for reimbursement for the drug or medical 
product or device. The pharmacy benefits manager or covered entity must 
make a final determination resolving the pharmacy’s appeal within seven (7) 
business days of the pharmacy benefits manager or covered entity’s receipt of 
the appeal. 

(d) If the final determination is a denial of the pharmacy’s appeal, the 
pharmacy benefits manager or covered entity must state the reason for the 
denial and provide the national drug code of an equivalent drug that is 
generally available for purchase by pharmacies in this state from national or 
regional wholesalers at a price which is equal to or less than the maximum 
allowable cost for that drug. 

(e)(1) If a pharmacy’s appeal is determined to be valid by the pharmacy 
benefits manager or covered entity, the pharmacy benefits manager or 
covered entity shall adjust the maximum allowable cost of the drug or 
medical product or device for the appealing pharmacy. The adjustment for 
the appealing pharmacy shall be effective from the date the pharmacy’s 
appeal was filed, and the pharmacy benefits manager or covered entity shall 
provide reimbursement to the appealing pharmacy and may require the 
appealing pharmacy to reverse and rebill the claim in question in order to 
receive the corrected reimbursement. 

(2) Once an appealing pharmacy’s appeal is determined to be valid by the 
pharmacy benefits manager or covered entity, the pharmacy benefits man- 
ager or covered entity shall adjust the maximum allowable cost of the drug 
or medical product or device to which the maximum allowable cost applies 
for all similar pharmacies in the network as determined by the pharmacy 
benefits manager within three (3) business days for claims submitted in the 
next payment cycle. 

(f) A pharmacy benefits manager or covered entity shall make available on 
its secure web site information about the appeals process, including, but not 
limited to, a telephone number or process that a pharmacy may use to submit 
maximum allowable cost appeals. 


History. Amendments. 
Acts 2014, ch. 857, § 2; 2016, ch. 631, § 2. The 2016 amendment added the second sen- 


Compiler’s Notes. tence of (a). 


Acts 2014, ch. 857, § 3 provided that this act, Effective Dates. 
which enacted this section, shall apply to all Acts 2016, ch. 631, § 3. March 23, 2016. 
contracts entered into or renewed on or after 
January 1, 2015. 
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56-7-3109. Medical products and devices subject to requirements of 
part. 


The medical products and devices subject to the requirements of this part 
are limited to the medical products and devices included as a pharmacy benefit 
under the pharmacy benefits contract. 


History. which enacted this section, shall apply to all 
Acts 2014, ch. 857, § 2. contracts entered into or renewed on or after 


Compiler’s Notes. January 1, 2015. 


Acts 2014, ch. 857, § 3 provided that this act, 


56-7-3110. Sanctions for violation of part. 


A violation of this part may subject the pharmacy benefits manager or 
covered entity to any of the sanctions described in § 56-2-305. 


History. which enacted this section, shall apply to all 
Acts 2014, ch. 857, § 2. contracts entered into or renewed on or after 


Compiler’s Notes. January 1, 2015. 


Acts 2014, ch. 857, § 3 provided that this act, 


56-7-3111. Disclosure of maximum allowable cost lists and related 
information. 


A pharmacy shall not disclose to any third party the maximum allowable 
cost lists and any related information it receives from a pharmacy benefits 
manager or covered entity; provided, however, a pharmacy may share such 
lists and related information with a pharmacy services administrative orga- 
nization or similar entity with which the pharmacy has a contract to provide 
administrative services for that pharmacy. If a pharmacy shares this informa- 
tion with a pharmacy services administrative organization or similar entity, 
that organization or entity shall not disclose the information to any third party. 


History. which enacted this section, shall apply to all 
Acts 2014, ch. 857, § 2. contracts entered into or renewed on or after 


Compiler’s Notes. January 1, 2015. 


Acts 2014, ch. 857, § 3 provided that this act, 


56-7-3112. Fair Disclosure of State Funded Payments for Pharmacists’ 
Services Act. 


(a) This section shall be known and may be cited as the “Fair Disclosure of 
State Funded Payments for Pharmacists’ Services Act”. 

(b) As used in this section: 

(1) “Pharmacist” means a pharmacist as defined in § 63-10-204; 

(2) “Pharmacist services” means products, goods, or services provided as 
a part of the practice of pharmacy as defined in § 63-10-204 to individuals 
who reside or are employed in this state; 

(3) “Pharmacy” means the same as defined in § 63-10-204; 

(4) “Pharmacy benefits manager” or “PBM” means an entity that admin- 
isters or manages a pharmacy benefits plan or program; and 
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(5) “Pharmacy benefits plan or program” means any plan or program that 
is funded by state dollars to furnish, cover the cost of, or otherwise provide 
for pharmacist services to individuals who reside or are employed in this 
state. 

(c) A PBM, when seeking payment or reimbursement for pharmacist ser- 
vices provided in connection with a pharmacy benefits plan or program or 
reporting expenditures for pharmacist services provided in connection with a 
pharmacy benefits plan or program, shall itemize by individual claim: 

(1) The amount actually paid or to be paid to the pharmacy or pharmacist 
for the pharmacist services; 

(2) The identity of the pharmacy or pharmacist actually paid or to be paid; 
and 

(3) The prescription number or other identifier of the pharmacist services. 
(d) A PBM shall pay the amounts it receives for pharmacist services 

provided in connection with a pharmacy benefits plan or program to the 
pharmacies or pharmacists that provided the pharmacist services. 

(e) This section does not: 

(1) Require a PBM to set specific fees, rates, or schedules for payment for 
pharmacist services; 

(2) Prohibit a PBM from charging for any services in addition to pharma- 
cist services; or 

(3) Require a PBM to pay a pharmacy or pharmacist more on any claim 
than the amount disclosed under subdivision (c)(1). 

(f) A violation of this section is an unfair trade practice under the Tennessee 
Unfair Trade Practices and Unfair Claims Settlement Act of 2009, compiled in 
chapter 8, part 1 of this title. 

(g) All documents containing individual claim and payment information 
specified in subsections (c) and (d) shall be confidential records and not subject 
to the requirements of title 10, chapter 7, relating to public inspection of 
records. 

(h) Astate agency administering a PBM contract may provide the informa- 
tion described in subsections (c) and (d) to a qualified independent auditor in 
accordance with § 4-3-1021; provided, the information is relevant to an audit 
authorized under § 4-3-1021, and the independent auditor has agreed to 
maintain the confidentiality of the information. 


History. the enactment by Acts 2014, ch. 896, § 1 was 
Acts 2014, ch. 896, § 1. designated as § 56-7-3112 by the authority of 


Code Commission Notes. Acts 2014, ch. the’ code commission, 
896, § 1 purported to enact § 56-7-3106. Sec- Cross-References. 


tions 56-7-3106 — 56-7-3111 were previously Confidentiality of public records, § 10-7-504. 
enacted by Acts 2014, ch. 857, § 2; therefore, 


PART 32 
PHARMACY BENEFITS 


56-7-3201. Part definitions. 


As used in this part, unless the context otherwise requires: 
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(1) “Actual reimbursement” means the total amount that a covered entity 
or pharmacy benefits manager determines that a pharmacy or other dis- 
penser will receive consistent with the provider agreement, and is the sum 
of the amount the covered entity or pharmacy benefits manager will pay 
directly to the pharmacy or other dispenser plus any applicable patient 
out-of-pocket cost paid directly by the patient to the pharmacy or other 
dispenser, for dispensing of a particular prescription or providing a covered 
service; 

(2) “Covered entity” means a covered entity as defined in § 56-7-3102; 
and 

(3) “Pharmacy benefits manager” means a pharmacy benefits manager as 
defined in § 56-7-3102. 


History. 
Acts 2009, ch. 355, § 1. 


56-7-3202. Calculation of out-of-pocket costs for prescription drugs 
and covered services. 


(a) When a patient’s out-of-pocket cost for a prescription or covered service 
is percentage-based, the covered entity or pharmacy benefits manager shall 
calculate the out-of-pocket cost such that when the out-of-pocket cost is added 
to the amount that the covered entity or pharmacy benefits manager will 
directly pay to the pharmacy or other dispenser the sum will equal the actual 
reimbursement. 

(b) The requirements of subsection (a) shall not apply when patient out-of- 
pocket cost for a prescription or covered service is percentage-based for only a 
specified portion or predefined subset of drug tiers or specialty drug categories 
and the remainder of the covered drug prescriptions or services available to the 
patient are associated with predefined and specific out-of-pocket costs. 


History. 
Acts 2009, ch. 355, § 1. 


56-7-3203. Disclosure of the actual reimbursement for a particular 
prescription or covered service. 


A covered entity or pharmacy benefits manager shall not in any way restrict, 
by contract or otherwise, any pharmacy or other dispenser from disclosing to 
the patient or authorized representative of the patient the actual reimburse- 
ment for a particular prescription or covered service. A pharmacy or other 
dispenser may disclose the actual reimbursement either orally or in writing on 
any document, including, but not limited to, a receipt, patient profile and 
summary of the patient’s expenditures for prescriptions or covered services. 


History. 
Acts 2009, ch. 355, § 1. 


56-7-3204. Construction of part. 


The requirements of this part shall only be construed to apply to policies, 
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contracts and certificates executed, delivered, issued for delivery or renewed in 
this state on or after January 1, 2010. 


History. 
Acts 2009, ch. 355, § 1. 


PART 33 
CONTRACTS WITH HEALTH CARE PROVIDERS 


56-7-3301. Part definitions. 


As used in this part, unless the context otherwise requires: 

(1) “Health care provider” or “provider” means any person or entity 
performing services regulated pursuant to title 63 or title 68, chapter 11, 
with whom the health insurance entity has an express and valid network 
provider agreement or contract; 

(2) “Health insurance entity” has the same meaning as in § 56-7-109; and 

(3) “Reasonably accurate” means information determined through appli- 
cation by the health insurance entity of contract rates, fee schedules and 
reimbursement rules and policies in effect as of the date inquiry is made by 
the provider. 


History. 
Acts 2009, ch. 334, § 2. 


56-7-3302. Clear identification of material changes to provider 
manual. 


A health insurance entity shall ensure that any material change to the 
entity's previously-released provider manual shall be clearly identified in the 
following manner: 

(1) Disclosing or identifying the change through the use of bold print or a 
font, or both, the bold print and a font being the same or larger size as the 
font generally used throughout the provider manual; and 

(2) Disclosing or identifying the change through the use of a separately 
categorized communication associated with quarterly or annual updates to 
the provider manual and distributed via: 

(A) Compact discs or other downloadable electronic media; 

(B) An Internet web-accessible section associated with a web-accessible 
current version of the provider manual; or 

(C) Written communication mailed directly to providers. 


History. 
Acts 2009, ch. 334, § 3. 


56-7-3303. Establishment and maintenance of Internet web site — 
Web-based preadjudication tool. 


(a) By July 1, 2010, a health insurance entity shall establish and maintain 
an Internet web site, which shall be accessible to health care providers with 
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whom the health insurance entity has an express and a valid network provider 
agreement or contract. 

(b)(1) Excluding inpatient claims, every health insurance entity shall make 

available on the Internet web site established pursuant to subsection (a) a 

web-based preadjudication tool to be used by a health care provider prior to 

the provider’s submitting either a clean claim as defined in § 56-7-109 ora 
claim combination to the claims adjudication system utilized by the health 

insurance entity. The preadjudication tool shall be designed in such a 

manner as to be capable of: 

(A) Providing reasonably accurate information to a health care provider 
regarding the manner in which the health insurance entity’s claim system 
will adjudicate claims for specific billing codes or combinations of codes; 
and 

(B) Providing reasonably accurate information to a health care provider 
regarding the allowed amount for those claims submitted pursuant to this 
subdivision (b)(1) based on the health care provider’s fee schedule and 
contract with the health insurance entity for which the claim will be 
submitted if the claim is determined to be a clean claim. 

(2) Nothing in this subsection (b) shall be construed as requiring the 
preadjudication tool to reflect the effects of coverage terms and conditions 
unrelated to application of contract rates, fee schedules and reimbursement 
rules and policies, including, without limitation, eligibility for coverage, 
deductibles and copayments, coordination of benefits and coverage limita- 
tions and exclusions; and nothing in this subsection (b) shall be construed as 
requiring the preadjudication tool to respond to a provider when the data 
submitted by the provider is insufficient to provide the information required 
by subdivisions (b)(1)(A) and (B). 

(c) Health insurance entity policies affecting the information available to a 
provider pursuant to subsection (b) shall be easily accessible by a health care 
provider on the web site established by the health insurance entity pursuant 
to subsection (a). 


History. 
Acts 2009, ch. 334, § 4. 


56-7-3304. Applicability of part. 


This part shall not apply to a contract between a health care provider and 
the state or federal government or their agencies for health care services 
provided through a program for medicare; the state group insurance program; 
TennCare or any successor program provided for in title 71, chapter 5; the 
CoverKids Act of 2006 provided for in title 71, chapter 3, part 11; the Cover 
Tennessee Act of 2006 provided for in chapter 7, part 30 of this title [repealed]; 
or the Access Tennessee Act of 2006 provided for in chapter 7, part 29 of this 
title. 


History. 7, part 30, referred to in this section, was 
Acts 2009, ch. 334, § 5. repealed by Acts 2010, ch. 872, § 5, effective 


Compiler’s Notes. June 30, 2015. 


The Cover Tennessee Act of 2006, Title 56, ch. 
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596-7-3403 


PART 34 
UNCLAIMED LIFE INSURANCE BENEFITS ACT 


56-7-3401. Short title. 


This part shall be known as the “Unclaimed Life Insurance Benefits Act”. 


History. 
Acts 2014, ch. 974, § 1. 


Compiler’s Notes. 

Acts 2014, ch. 974, § 2 provided that the 
commissioner of commerce and insurance is 
authorized to promulgate rules to implement 


the act, which enacted this part, provided such 
rules shall not impose any duty or require- 
ments not stated in the act. All such rules shall 
be promulgated in accordance with the Uni- 
form Administrative Procedures Act, compiled 
in title 4, chapter 5. 


56-7-3402. Construction with Uniform Disposition of Unclaimed Prop- 


erty Act. 


Nothing in this part shall supersede the Uniform Disposition of Unclaimed 
Property Act, compiled in title 66, chapter 29, part 1. 


History. 
Acts 2014, ch. 974, § 1. 


Compiler’s Notes. 

Acts 2014, ch. 974, § 2 provided that the 
commissioner of commerce and insurance is 
authorized to promulgate rules to implement 


56-7-3403. Part definitions. 
As used in this part: 


the act, which enacted this part, provided such 
rules shall not impose any duty or require- 
ments not stated in the act. All such rules shall 
be promulgated in accordance with the Uni- 
form Administrative Procedures Act, compiled 
in title 4, chapter 5. 


(1) “Account owner” means the owner of a retained asset account who is a 


resident of this state; 


(2) “Annuity” means any active annuity contract issued in this state other 
than an annuity used to fund an employment-based retirement plan or 
program where the insurer is not committed by terms of the annuity contract 
to pay death benefits to the beneficiaries of specific plan participants or that 
is used to fund a pre-need funeral contract as defined in § 62-5-403; 

(3) “Asymmetric conduct” means an insurer’s use of the DMF prior to July 
1, 2015, in connection with searching for information regarding whether 
annuitants under the insurer’s annuities might be deceased, but not in 
connection with whether the insureds under its policies might be deceased; 

(4) “Beneficiary” means an individual or other entity entitled to benefits 


under a policy or annuity; 


(5) “Death master file” or “DMF” means the death master file from the 
United States social security administration or any other database or service 
that an insurer may determine is substantially as inclusive as the death 
master file for determining that a person has reportedly died; 

(6) “Death master file match” or “DMF match” means a search of a DMF 
that results in a match of a person’s social security number or name and date 


of birth; 


(7) “Insurer” means any insurance company authorized to transact life 


insurance business in this state; 


56-7-3404 


INSURANCE 710 

(8) “Person” means the policy insured, annuity owner, annuitant, or 
account owner, as applicable under the policy, annuity, or retained asset 
account subject to this part; 

(9) “Policy” means any policy or certificate of life insurance issued in this 
state, but does not include any policy or certificate of life insurance that 
provides a death benefit under: 

(A) An employee benefit plan subject to the Employee Retirement 
Income Security Act of 1974, as periodically amended, compiled at 29 
U.S.C. § 1002 et seq.; 

(B) Any federal employee benefit program; 

(C) Government plans or church plans as defined in the Employee 
Retirement Income Security Act of 1974, as periodically amended, com- 
piled at 29 U.S.C. § 1002 et seq,; 

(D) A policy or certificate of life insurance that is used to fund a 
pre-need funeral contract as defined in § 62-5-408; or 

(EK) A policy or certificate of credit life or accident and health insurance; 
(10) “Record keeping services” means those circumstances under which 

the insurer has agreed with a group life insurance policyholder to be 
responsible for obtaining, maintaining, and administering in its own sys- 
tems information about each individual insured under the policyholder’s 
group life insurance contract at least the following information: 

(A) Individual insured’s social security number or name and date of 
birth; 

(B) Beneficiary designation information; 

(C) Coverage eligibility; 

(D) Benefit amount; and 

(E) Premium payment status. 


History. 
Acts 2014, ch. 974, § 1. 


Compiler’s Notes. 

Acts 2014, ch. 974, § 2 provided that the 
commissioner of commerce and insurance is 
authorized to promulgate rules to implement 


the act, which enacted this part, provided such 
rules shall not impose any duty or require- 
ments not stated in the act. All such rules shall 
be promulgated in accordance with the Uni- 
form Administrative Procedures Act, compiled 
in title 4, chapter 5. 


56-7-3404. Semiannual comparison of in-force policies, annuities, and 


account owners against death master file — Applicability 
of requirement — Actions by insurer upon learning of 


possible death — Disclosure of information to persons 
assisting in location of beneficiaries — Disposition of 
benefits. 


(a)(1) To the extent that an insurer’s records of its in-force policies, annui- 
ties, and account owners are available electronically, an insurer shall 
perform a comparison of such in-force policies, annuities, and account 
owners against a death master file, on a semi-annual basis, to identify 
potential death master file matches. To the extent that an insurer’s records 
of its in-force policies, annuities, and account owners are not available 
electronically, an insurer shall perform a comparison of such in-force 
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policies, annuities, and account owners against a death master file, on a 
semi-annual basis, to identify potential death master file matches, using the 
records most easily accessible by the insurer. 

(2) This section shall not apply to policies or annuities for which the 
insurer has received premiums from outside the policy value, by check, bank 
draft, payroll deduction, or any other similar method of active premium 
payment, within the eighteen (18) months immediately preceding the death 
master file comparison. 

(3) An insurer may comply with the requirements of this section by using 
the full death master file once and thereafter using the death master file 
update files for future comparisons. 

(4) An insurer that has not engaged in asymmetric conduct prior to July 
1, 2015, shall not be required to comply with the requirements of this section 
with respect to any policies, annuities or retained asset accounts issued or 
delivered prior to July 1, 2015; provided, however, that an insurer, regard- 
less of whether it has engaged in asymmetric conduct, shall comply with the 
requirements of this section for all policies, annuities, or retained asset 
accounts issued after July 1, 2015. 

(5) The comparison required by this section shall not be applicable to 
group life insurance policies for which the insurer does not perform record 
keeping services. 

(b) If an insurer learns of the possible death of a person, through a DMF 
match or otherwise, then the insurer shall within ninety (90) days complete a 
good faith effort, which shall be documented by the insurer, to: 

(1) Confirm the death of such person against other available records and 
information; 

(2) Review its records to determine whether such deceased person had 
purchased any other products with the insurer; 

(3) Determine whether benefits may be due in accordance with any 
applicable policy, annuity, or retained asset account; 

(4) Locate the beneficiary or beneficiaries; and 

(5) Provide the appropriate claims forms or instructions to the beneficiary 
to make a claim, and notify the beneficiary of the actions necessary to submit 
a valid claim. 

(c) Except as prohibited by law, an insurer may disclose only the minimum 
necessary identifying personal information about such an insured, annuitant, 
account owner or beneficiary to a person who the insurer reasonably believes 
may be able to assist the insurer in locating the beneficiary or a person 
otherwise entitled to payment of the claims proceeds. 

(d) In the event an insurer is unable to confirm the death of a person 
following a DMF match, an insurer may determine that no further good faith 
efforts, as described in subsection (b), are required of it with respect to such 
policy, annuity or retained asset account. 

(e) An insurer or its service provider shall not charge any beneficiary or 
other person who may be entitled to benefits any fees or costs associated with 
a DMF search or the verification of a DMF match conducted pursuant to this 
section. 

(f) The benefits from life insurance policies, annuities or retained asset 
accounts, plus any applicable accrued contractual interest, shall first be 
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payable to the beneficiaries or account owners as provided for in such policies, 
annuities or retained asset accounts, and in the event said beneficiaries or 
account owners cannot be found, shall escheat to the state as unclaimed 
property pursuant to § 66-29-105. 

(g) The commissioner may exempt an insurer from the DMF comparisons 
required under subsection (a) if the insurer demonstrates to the commission- 
er’s satisfaction that compliance would result in hardship to the insurer. 

(h) Nothing in this section limits an insurer from requiring a valid death 
certificate as part of any claims validation process or otherwise requiring 
compliance with the terms and conditions of the policy or annuity relative to 
filing and payment of claims. 


History. 
Acts 2014, ch. 974, § 1. 


Compiler’s Notes. 

Acts 2014, ch. 974, § 2 provided that the 
commissioner of commerce and insurance is 
authorized to promulgate rules to implement 
the act, which enacted this part, provided such 


rules shall not impose any duty or require- 
ments not stated in the act. All such rules shall 
be promulgated in accordance with the Uni- 
form Administrative Procedures Act, compiled 
in title 4, chapter 5. 


Section to Section References. 
This section is referred to in § 56-7-3406. 


56-7-3405. Failure to comply with part may constitute unfair claims 
settlement practice — No private cause of action created. 


A pattern of failures to meet the requirements of this part may constitute an 
unfair claims settlement practice under the Tennessee Unfair Trade Practices 
and Unfair Claims Settlement Act of 2009, compiled in chapter 8 of this title. 
Nothing in this part shall be construed to create or imply a private cause of 
action for a violation of this part. 


the act, which enacted this part, provided such 
Acts 2014, ch. 974, § 1. rules shall not impose any duty or require- 
Compilerts Notes: ments not stated in the act. All such rules shall 
Acts 2014, ch. 974, § 2 provided that the >¢ Promulgated in accordance with the Uni- 
commissioner: of scommerce, snd insurance jem LOldd BUnetrauVve-Proceduresr Ach Complies 


authorized to promulgate rules to implement 1” title 4, chapter 5. 


History. 


56-7-3406. Remittance of proceeds of unclaimed policy, annuity or 
retained asset account to state. 


(a) An insurer is authorized in its discretion, but is not required, to report 
and remit the proceeds of an unclaimed policy, annuity, or retained asset 
account to the appropriate state when the insurer, through good faith efforts as 
evidenced by appropriate documentation, has: 

(1) Identified a person as deceased through a DMF match through a 
search described in § 56-7-3404, or other information source; 

(2) Validated such information through a secondary information source; 

(3) Conducted reasonable search efforts for the beneficiary within ninety 
(90) days after the insurer’s validation of the DMF match; and 

(4) Determined that no beneficiary can be located within one (1) year of 

the conclusion of search efforts described in subdivision (a)(3). 

(b) By remitting the proceeds of an unclaimed policy, annuity or retained 
asset account to the state pursuant to this section or pursuant to title 66, 
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chapter 29, part 1, an insurer shall be relieved from all liability to any person 
relating to such proceeds. This relief from liability shall be in addition to any 
other protections provided by law. 

(c) An insurer shall pay unclaimed proceeds of a policy, annuity or retained 
asset account no later than the end of the period specified by § 66-29-105; 
however, an insurer may pay the unclaimed proceeds of a policy, annuity or 


retained asset account prior to the end of the period specified by § 66-29-105. 


History. the act, which enacted this part, provided such 
Acts 2014, ch. 974, § 1. rules shall not impose any duty or require- 
Comipiler’s Notes ments not stated in the act. All such rules shall 


Acts 2014, ch. 974, § 2 provided that the 
commissioner of commerce and insurance is 
authorized to promulgate rules to implement 


be promulgated in accordance with the Uni- 
form Administrative Procedures Act, compiled 
in title 4, chapter 5. 


CHAPTER 8 


UNFAIR COMPETITION AND UNFAIR OR DECEPTIVE 


Section 


56-8-101. 
56-8-102. 
56-8-103. 
56-8-104. 
56-8-105. 
56-8-106. 


56-8-107. 
56-8-108. 
56-8-109. 
56-8-110. 
56-8-111. 
56-8-112. 
56-8-113. 


56-8-201. 
56-8-202. 
56-8-203. 
56-8-204. 
56-8-205. 
56-8-206. 


PRACTICES 


Part 1. Unfair Trade Practices and Unfair Claims Settlement Act of 2009 


Short title — Purpose — Authority of commissioner. 

Part definitions — Preemption. 

Unfair methods of competition and unfair or deceptive acts or practices prohibited. 

Unfair trade practices defined. 

Unfair claims practice. 

Lending of money, extension of credit, or renewal — Conditions prohibited — Disclo- 
sures. 

Power of commissioner. 

Additional powers of commissioner. 

Violations of part or rules. 

Promulgation of rules and orders — Review. 

Powers of commissioner additional to existing law. 

Voluntary wellness or health improvement program using incentives or rewards. 

Remedies and sanctions for breach of, or for alleged unfair or deceptive acts or practices 
in connection with, a contract of insurance. 


Part 2. Domestic Violence Victims Health Insurance Protection Act 


Short title. 

Part definitions. 
Discriminatory acts prohibited. 
Discriminatory acts defined. 
Permissible actions by insurers. 
Investigations. 


PART 1 


UNFAIR TRADE PRACTICES AND UNFAIR CLAIMS 


SETTLEMENT ACT OF 2009 


56-8-101. Short title — Purpose — Authority of commissioner. 


(a) This part shall be known and may be cited as the “Tennessee Unfair 
Trade Practices and Unfair Claims Settlement Act of 2009”. 
(b) The purpose of this part is to regulate trade and claims settlement 
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practices in the business of insurance in accordance with the intent of congress 
as expressed in the Act of Congress of March 9, 1945, (Public Law 15, 79th 
Congress) and the Gramm-Leach-Bliley Act (Public Law 106-102, 106th 
Congress), by defining, or providing for the determination of, all such practices 
in this state that constitute unfair methods of competition or unfair or 
deceptive acts or practices and by prohibiting the trade practices and claim 
settlement practices so defined or determined. 

(c) Notwithstanding any other state law to the contrary, the commissioner 
shall have sole enforcement authority for this part, and nothing in this part 
shall be construed to create or imply a private cause of action for a violation of 


this part. 


History. 
Acts 2008, ch. 1079, §§ 1, 2. 


Compiler’s Notes. 

Former chapter 8 (Acts 1895, ch. 160, §§ 28, 
29; 1907, ch. 455, §§ 1-4; 1907, ch. 456, §§ 1, 2; 
Shan., §§ 3312, 3312 (a) (1), 3313, 3348a18 — 
3348a23; Acts 1919, ch. 24, §§ 1-3; 1919, ch. 
176, § 1; Shan. Supp., §§ 3348a7b1 — 
3348a7b3; Code 1932, §§ 6132-6134, 6176- 
6178, 6189-6194; Acts 1937, ch. 271, § 1; 1937, 
ch. 272, § 1; 1947, ch. 202, §§ 2-13; C. Supp. 
1950, §§ 6134, 6176, 6459.46 — 6459.57; Acts 
1967, ch. 140, § 1; 1976, ch. 437, § 1; 1978, ch. 
693, §§ 1-3; T.C.A. (orig. ed.), §§ 56-1202 — 
56-1227, §§ 56-8-101 — 56-8-113, 56-8-201 — 
56-8-214), concerning unfair competition and 
unlawful practices, was repealed by Acts 1981, 
eh 847,954) 

Former part 1, §§ 56-8-101 — 56-8-120 (Acts 
1981, ch. 347, §§ 2-19; 1982, ch. 921, §§ 1, 2; 
1984, ch. 582, § 2; 1985, ch. 349, § 1; 1988, ch. 
690, § 1; 1989, ch. 26, § 1; 1989, ch. 564, § 7; 
1993, ch. 198, § 1; 1993, ch. 369, § 1; 1996, ch. 
654, § 1; 2000, ch. 851, § 2; Acts 2001, ch. 107, 


§ 1; 2003, ch. 31, §§ 6, 7; 2003, ch. 54, § 1; 
2004, ch. 962, §§ 39, 40; 2007, ch. 339, §§ 2, 3), 
concerning unfair competition and deceptive 
acts, was repealed effective January 1, 2009, by 
Acts 2008, ch. 1079, § 1, which also enacted a 
new title 56, ch. 8, part 1 effective January 1, 
2009. 


Cross-References. 

Applicability to health maintenance organi- 
zations, § 56-32-1138. 

Insurance company’s address to appear on 
insurance policy, § 56-2-119. 

Medicare supplement insurance, unfair or 
deceptive acts, §§ 56-7-1404, 56-7-1405. 


Section to Section References. 
This part is referred to in § 56-7-113. 


Law Reviews. 

Bad Faith: Building a House of Straw, Sticks, 
or Bricks (Constance A. Anastopoulo), 42 U. 
Mem. L. Rev. 687 (2012). 

Less Protection: Revisions Narrow Scope of 
Tennessee Consumer Protection Act (James M. 
Davis), 49 Tenn. B.J. 12 (2013). 


NOTES TO DECISIONS 


DECISIONS UNDER PRIOR LAW 


Analysis 


1. Applicability. 
2. Consumer Protection Law. 
3. RICO. 


1. Applicability. 

This part does not apply to insurance consul- 
tants not employed by insurers, nor does it 
create a private right of action. Kansas Bank- 
ers Sur. Co. v. Bahr Consultants, Inc., 69 F. 
Supp. 2d 1004, 1999 U.S. Dist. LEXIS 16673 
(E.D. Tenn. 1999). 


2. Consumer Protection Law. 
The insurance industry is not exempt from 
the Consumer Protection law, as the sale of an 


insurance policy or annuity does not constitute 
an act or transaction that is required or specifi- 
cally authorized within the meaning of § 47- 
18-111(a). Skinner v. Steele, 730 S.W.2d 335, 
1987 Tenn. App. LEXIS 2515 (Tenn. Ct. App. 
1987). 


3. RICO. 

Tennessee’s laws governing insurance pre- 
empt claims under the Racketeering Influenced 
and Corrupt Organizations Act (18 U.S.C. 
§§ 1961 et seq.) and the McCarran-Ferguson 
Act (15 U.S.C. §§ 1011 et seq.) mandates dis- 
missal of such claims. Lindsey v. Allstate Ins. 
Co., 34 F. Supp. 2d 636, 1999 U.S. Dist. LEXIS 
4487 (W.D. Tenn. 1999). 
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56-8-102. Part definitions — Preemption. 


(a) For the purposes of this part: 

(1) “Adjuster” means any person that is adjusting claims; 

(2) “Affiliate of a depository institution” means any company that con- 
trols, is controlled by, or is under common control with a depository 
institution; 

(3)(A) “Claim” means: 

(i) An oral, written, or electronic submission for payment that is filed 
by an insured, on behalf of an insured, or by a third party where the 
insurer accepts such claims, in accordance with the insurer’s reasonable 
submission standards; and 

(ii) Is sufficient to reasonably establish contractual liability for pay- 
ment on the part of an insurer; 

(B) For the purposes of § 56-8-105, a “claim” does not mean an inquiry 
by an insured as to the existence of coverage or how a potential claim may 
affect future premiums or renewability of coverage; 

(4) “Commissioner” means the commissioner of commerce and insurance; 

(5) “Customer,” for purposes of § 56-8-106, means an individual who 
purchases, applies to purchase or is solicited to purchase insurance products; 

(6) “Depository institution” means a bank or savings association. “Deposi- 
tory institution” does not include an insurance company; 

(7) “Fictitious grouping” means any grouping by way of membership, 
nonmembership, license, franchise, employment, contract, agreement or any 
other method or means; 

(8) “Insured” means the party named on a policy or certificate as the 
individual with legal rights to the benefits provided by the policy; 

(9) “Insurer” means any person, reciprocal exchange, interinsurer, Lloyd’s 
insurer, fraternal benefit society, and any other legal entity engaged in the 
business of insurance. “Insurer” shall also mean medical service plans, 
hospital service plans, health maintenance organizations, prepaid limited 
health care service plans, hospital medical service corporations, dental, 
optometric and other similar health service plans. For purposes of this part, 
these entities shall be deemed to be engaged in the business of insurance; 

(10) “Person” means a natural or artificial entity, including, but not 
limited to, individuals, partnerships, associations, trusts, corporations, 
insurance producers, adjusters, any employer to the extent that the em- 
ployer self-insures its workers’ compensation liabilities pursuant to § 50-6- 
405(b) or a group of employers qualifying as self-insurers pursuant to 
§ 50-6-405(c), or third party administrators; 

(11) “Policy” or “certificate” means a contract of insurance, indemnity, 
medical, health or hospital service, suretyship, or annuity issued, proposed 
for issuance or intended for issuance by any insurer; 

(12) “Producer” means a person required to be licensed under the laws of 
this state to sell, solicit, or negotiate insurance under chapter 6, part 1 of this 
title; and 

(13) “Third party administrator” means any person that collects charges 
or premiums from, or who adjusts or settles claims on, residents of this state 
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on behalf of an insurer, and shall include any person currently defined as an 
administrator by § 56-6-401, any person currently defined as an adminis- 
trator by Tenn. Comp. R. & Regs. 0780-1-54, or any person currently defined 
as a third-party administrator by Tenn. Comp. R. & Regs. 0780-1-81. 

(b) The Federal Employee Retirement Income Security Act (ERISA) (29 
U.S.C. § 1001), preempts certain entities and some activities of those entities 
from the application of state laws. The purpose of the definitions in subsection 
(a) is to include within this part and rules promulgated pursuant to this part, 


all entities and activities to the extent not preempted by ERISA. 


History. 
Acts 2008, ch. 1079, §§ 1, 3. 


Compiler’s Notes. 

Former chapter 8 (Acts 1895, ch. 160, §§ 28, 
29; 1907, ch. 455, §§ 1-4; 1907, ek 456, 8§ Loo 
Shen) $$ 33123312 (a) (1), 3318, 3348a18 — 
3348a23; Acts 1919, ch. 24, §§ 1-3; 1919, ch. 
176, § 1; Shan. Supp., §§.3348a7b1 — 
3348a7b3; Code 1932, §§ 6132-6134, 6176- 
6178, 6189-6194; Acts 1937, ch. 271, § 1; 19387, 
ch. 272, § 1; 1947, ch. 202, §§ 2-13; C. Supp. 
1950, §§ 6134, 6176, 6459.46 — 6459.57; Acts 
1967, ch. 140, § 1; 1976, ch. 437, § 1; 1978, ch. 
693, §§ 1-3; T.C.A. (orig. ed.), §§ 56-1202 — 
56-1227, §§ 56-8-101 — 56-8-113, 56-8-201 — 


56-8-214), concerning unfair competition and 
unlawful practices, was repealed by Acts 1981, 
ch. 347, § 1. 

Former part 1, §§ 56-8-101 — 56-8-120 (Acts 
1981, ch. 347, §§ 2-19; 1982, ch. 921, §§ 1, 2; 
1984, ch. 582, § 2; 1985, ch. 349, § 1; 1988, ch. 
690, § 1; 1989, ch. 26, § 1; 1989, ch. 564, § 7; 
19938, ch. 198, § 1; 1993, ch. 369, § 1; 1996, ch. 
654, § 1; 2000, ch. 851, § 2; Acts 2001, ch. 107, 
§ 1; 2003, ch. 31, §§ 6, 7; 2003, ch. 54, § 1; 
2004, ch. 962, §§ 39, 40; 2007, ch. 339, §§ 2, 3), 
concerning unfair competition and deceptive 
acts, was repealed effective January 1, 2009, by 
Acts 2008, ch. 1079, § 1, which also enacted a 
new title 56, ch. 8, part 1 effective January 1, 
2009. 


56-8-103. Unfair methods of competition and unfair or deceptive acts 
or practices prohibited. 


No person shall engage in an unfair trade practice from, in or into this state 
that is defined in § 56-8-104 or § 56-8-106 or determined by rule pursuant to 
§ 56-8-108 to be an unfair method of competition or an unfair or deceptive act 
or practice in the business of insurance. No person shall engage in an unfair 
claim practice that is defined in § 56-8-105 or determined by rule pursuant to 
§ 56-8-108 to be an unfair claim practice. However, the commissioner may not 
levy a civil penalty or suspend or revoke a license for violating an unfair claim 
practice unless: 

(1) It is committed knowingly; or 


(2) It has been committed with such frequency as to indicate a general 


business practice. 


History. 
Acts 2008, ch. 1079, §§ 1, 4. 


Compiler’s Notes. 

Former chapter 8 (Acts 1895, ch. 160, §§ 28, 
29; 1907, ch. 455, §§ 1-4; 1907, ch. 456, §§ 1, 2; 
Shan., §§ 3312, 3312 (a) (1), 3318, 3348a18 — 
3348a23; Acts 1919, ch. 24, §§ 1-3; 1919, ch. 
176, § 1; Shan. Supp., §§ 3348a7b1 — 
3348a7b3; Code 1932, §§ 6132-6134, 6176- 
6178, 6189-6194; Acts 1937, ch. 271, § 1; 1987, 
ch. 272, § 1; 1947, ch. 202, §§ 2-13; C. Supp. 
1950, §§ 6134, 6176, 6459.46 — 6459.57; Acts 
1967, ch. 140, § 1; 1976, ch. 437, § 1; 1978, ch. 
693, §§ 1-3; T.C.A. (orig. ed.), §§ 56-1202 — 


56-1227, §§ 56-8-101 — 56-8-113, 56-8-201 — 
56-8-214), concerning unfair competition and 
unlawful practices, was repealed by Acts 1981, 
ch. 347,.§.,.1. 

Former part 1, §§ 56-8-101 — 56-8-120 (Acts 
1981, ch. 347, §§ 2-19; 1982, ch. 921, §§ 1, 2; 
1984, ch. 582, § 2; 1985, ch. 349, § 1; 1988, ch. 
690, § 1; 1989, ch. 26, § 1; 1989, ch. 564, § 7; 
1993, ch. 198, § 1; 1993, ch. 369, § 1; 1996, ch. 
654, § 1; 2000, ch. 851, § 2; Acts 2001, ch. 107, 
§ 1; 2003, ch. 31, §§ 6, 7; 2003, ch. 54, § 1; 
2004, ch. 962, §§ 39, 40; 2007, ch. 339, §§ 2, 3), 
concerning unfair competition and deceptive 
acts, was repealed effective January 1, 2009, by 
Acts 2008, ch. 1079, § 1, which also enacted a 
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new title 56, ch. 8, part 1 effective January 1, 
2009. 


Section to Section References. 
This section is referred to in §§ 56-7-123, 
56-7-2908, 56-22-117, 56-51-146. 


56-8-104. Unfair trade practices defined. 


The following practices are defined as unfair trade practices in the business 
of insurance by any person: 

(1) Misrepresentations and False Advertising of Insurance 
Policies. Making, issuing, circulating, or causing to be made, issued or 
circulated, any estimate, illustration, circular or statement, sales presenta- 
tion, omission or comparison that: 

(A) Misrepresents the benefits, advantages, conditions or terms of any 
policy; 

(B) Misrepresents the dividends or share of the surplus to be received 
on any policy; 

(C) Makes a false or misleading statement as to the dividends or share 
of surplus previously paid on any policy; 

(D) Is misleading or is a misrepresentation as to the financial condition 
of any insurer, or as to the legal reserve system upon which any life 
insurer operates; 

(E) Uses any name or title of any policy or class of policies misrepre- 
senting the true nature of the policy or class of policies; 

(F) Is a misrepresentation, including any intentional misquote of pre- 
mium rate, for the purpose of inducing or tending to induce the purchase, 
lapse, forfeiture, exchange, conversion or surrender of any policy; 

(G) Is a misrepresentation for the purpose of effecting a pledge or 
assignment of or effecting a loan against any policy; or 

(H) Misrepresents any policy as being shares of stock; 

(2) False Information and Advertising Generally. Making, publish- 
ing, disseminating, circulating or placing before the public, or causing, 
directly or indirectly to be made, published, disseminated, circulated, or 
placed before the public, in a newspaper, magazine or other publication, or in 
the form of a notice, circular, pamphlet, letter or poster, or over any radio or 
television station, or in any other way, an advertisement, announcement or 
statement containing any assertion, representation or statement with re- 
spect to the business of insurance or with respect to any insurer in the 
conduct of its insurance business, that is untrue, deceptive or misleading; 

(3) Defamation. Making, publishing, disseminating, or circulating, di- 
rectly or indirectly, or aiding, abetting or encouraging the making, publish- 
ing, disseminating or circulating of any oral or written statement or any 
pamphlet, circular, article or literature that is false, or maliciously critical of 
or derogatory to the financial condition of any insurer, and that is calculated 
to injure the insurer; 

(4) Boycott, Coercion and Intimidation. (A) Entering into any agree- 

ment to commit, or by any concerted action committing, any act or boycott, 

coercion or intimidation resulting in or tending to result in unreasonable 
restraint of or monopoly in, the business of insurance; or 
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(B) By any act of boycott, coercion or intimidation, monopolizing or 

attempting to monopolize any part of the business of insurance; provided, 
that nothing in this subdivision (4)(B) shall be interpreted as defining or 
determining as an unfair method of competition or any unfair or deceptive 
act or practice in the business of insurance any act of boycott, coercion or 
intimidation on the part of any person, unless the act is committed in 
connection with an intention on the part of the person to monopolize, or 
attempt to monopolize, any material part of the business of insurance; and 
provided further, that no insurance company shall be held to have violated 
this subdivision (4)(B) because of any act of a producer of that company, 
which act has not been authorized or approved or acquiesced in by the 
company; 
(5) False Statements and Entries. (A) Knowingly filing with any 
supervisory or other public official, or knowingly making, publishing, 
disseminating, circulating or delivering to any person, or placing before 
the public, or knowingly causing, directly or indirectly, to be made, 
published, disseminated, circulated, delivered to any person, or placed 
before the public, any false material statement of fact as to the financial 
condition of an insurer; or 

(B) Knowingly making any false entry of a material fact in any book, 
report or statement of any insurer or knowingly omitting to make a true 
entry of any material fact pertaining to the business of the insurer in any 
book, report or statement of the insurer, or knowingly making any false 
material statement to any insurance department official; 

(6) Stock Operations and Advisory Board Contracts. Issuing or 
delivering or permitting agents, officers or employees to issue or deliver, 
agency company stock or other capital stock, or benefit certificates or shares 
in any common law corporation, or securities or any special or advisory board 
contracts or other contracts of any kind promising returns and profits as an 
inducement to purchase insurance; 

(7) Unfair Discrimination. (A) Making or permitting any unfair dis- 

crimination between individuals of the same class and equal expectation 

of life in the rates charged for any life insurance policy or annuity or in the 
dividends or other benefits payable on any policy or annuity, or in any 
other of the terms and conditions of the policy; 

(B)G) Refusing life insurance to, refusing to continue life insurance of, 

or limiting the amount, extent, or kind of life insurance coverage 

available to an individual based on the individual’s past lawful travel 
experiences; or 
(ii)(a) Refusing life insurance to, refusing to continue life insurance 
of, limiting the amount, extent, or kind of life insurance available to 
an individual, or determining the premium of life insurance based on 
the individual’s future lawful travel plans unless: 

(1) The risk of loss for individuals who travel to a specified 
destination at a specified time is reasonably anticipated to be 
greater than if the individuals did not travel to that destination at 
that time; and 

(2) The risk classification is based on sound actuarial principles 
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and actual or reasonably anticipated experience; 

(6) An action shall be deemed to meet the requirements for exemp- 
tion under subdivision (7)(B)(i)(a) if it is taken because either one (1) 
of the following is true with respect to the travel destination: 
(1) The director of the centers for disease control and prevention 
of the department of health and human services has issued alerts or 
warnings regarding serious health-related conditions or an epi- 
demic or pandemic alert or response; or 
(2) There is an ongoing armed conflict involving the military of a 
sovereign nation foreign to the destination; 
(111)(a) The commissioner is authorized to promulgate rules necessary 
to implement this subdivision (7)(B) and is authorized to provide for 
limited exceptions that are based upon national or international 
emergency conditions that affect the public health, safety, and welfare 
and that are consistent with public policy; 

(6) An insurer shall make any pertinent underwriting guidelines 
and supporting analyses available to the commissioner on request; 

(C) Making or permitting any unfair discrimination between individu- 
als of the same class and of essentially the same hazard in the amount of 
premium, policy fees or rates charged for any accident or health insurance 
policy or in the benefits payable under any accident or health insurance 
policy, or in any of the terms or conditions of the policy, or in any other 
manner; 

(D) Making or permitting any unfair discrimination between individu- 
als or risks of the same class and of essentially the same hazard by 
refusing to insure, refusing to renew, canceling or limiting the amount of 
insurance coverage on a property or casualty risk solely because of the 
geographic location of the risk, unless the action is the result of the 
application of sound underwriting and actuarial principles related to 
actual or reasonably anticipated loss experience; 

(E) Making or permitting any unfair discrimination between individu- 
als or risks of the same class and of essentially the same hazards by 
refusing to insure, refusing to renew, canceling or limiting the amount of 
insurance coverage on the residential property risk, or the personal 
property contained in the residential property, solely because of the age of 
the residential property; 

(F) Refusing to insure, refusing to continue to insure, or limiting the 
amount of coverage available to an individual because of the sex, race, 
religion, national origin, marital status, income, or educational back- 
ground of the individual; however, nothing in this subdivision (7) shall 
prohibit an insurer from taking marital status into account for the purpose 
of defining persons eligible for dependent benefits and nothing shall 
prohibit price distinctions between persons pursuant to underwriting and 
actuarial principles; 

(G) To terminate, or to modify coverage or to refuse to issue or refuse to 
renew any property or casualty policy solely because the applicant or 
insured or any employee of either is mentally or physically impaired; 
provided, that this subdivision (7) shall not apply to health care liability 
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insurance or accident and health insurance sold by a casualty insurer; 
and, provided further, that this subdivision (7) shall not be interpreted to 
modify any other provision of law relating to the termination, modifica- 
tion, issuance or renewal of any insurance policy or contract; or 

(H) Refusing to insure solely because another insurer has refused to 

write a policy, or has canceled or has refused to renew an existing policy in 
which that person was the named insured. Nothing contained in this 
subdivision (7)(H) shall prevent the termination of an excess insurance 
policy on account of the failure of the insured to maintain any required 
underlying insurance; 
(8) Rebates. (A) Except as otherwise expressly provided by law, know- 
ingly permitting or offering to make or making any policy of insurance, 
including, but not limited to, any life insurance policy or annuity, or 
accident and health insurance or other insurance, or agreement as to the 
contract other than as plainly expressed in the policy issued thereon, or 
paying or allowing, or giving or offering to pay, allow, or give, directly or 
indirectly, as inducement to the policy, any rebate of premiums payable on 
the policy, or any special favor or advantage in the dividends or other 
benefits thereon, or any valuable consideration or inducement whatever 
not specified in the policy; or giving, or selling, or purchasing or offering to 
give, sell, or purchase as inducement to the policy or annuity or in 
connection with the policy or annuity, any stocks, bonds or other securities 
of any insurance company or other corporation, association or partnership, 
or any dividends or profits accrued thereon, or anything of value whatso- 
ever not specified in the policy; 

(B) Nothing in subdivision (7) or subdivision (8)(A) shall be construed 
as including within the definition of discrimination or rebates any of the 
following practices: 

(i) In the case of life insurance policies or annuities, paying bonuses 
to policyholders or otherwise abating their premiums in whole or in part 
out of surplus accumulated from nonparticipating insurance, provided 
that any such bonuses or abatement of premiums shall be fair and 
equitable to policyholders and for the best interests of the company and 
its policyholders; ‘ 

(ii) In the case of life insurance policies issued on the industrial debit 
plan, making allowance to policyholders who have continuously, for a 
specified period, made premium payments directly to an office of the 
insurer in an amount that fairly represents the saving in collection 
expenses; 

(iii) Readjusting the rate of premium for a group insurance policy 
based on the loss or expense under the group insurance policy, at the end 
of the first or any subsequent policy year of insurance under the group 
insurance policy, that may be made retroactive only for the policy year; 
or 

(iv) Offering a child passenger restraint system or a discount in 
premium equal to the amount of the purchase price of a child passenger 
restraint system to policyholders, when the purpose of the restraint 
system is the safety of a child and complies with § 55-9-602; 
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(9) Prohibited Group Enrollments. No insurer shall offer more than 
one (1) group policy of insurance through any person unless the person is 
licensed, at a minimum, as a limited lines producer; however, this prohibi- 
tion shall not apply to employer/employee relationships, nor to any such 
enrollments; 

(10) Failure to Maintain Marketing and Performance Records. 

Failure of an insurer to maintain its books, records, documents and other 
business records in such an order that data regarding claims, rating, 
underwriting and marketing are accessible and retrievable for examination 
by the insurance commissioner. Data for at least the current calendar year 
and the two (2) preceding years shall be maintained; 

(11) Failure to Maintain Complaint Handling Procedures. Failure 
of any insurer to maintain a complete record of all the complaints it received 
since the date of its last examination under § 56-1-408. This record shall 
indicate the total number of complaints, their classification by line of 
insurance, the nature of each complaint, the disposition of each complaint, 
and the time it took to process each complaint. For purposes of this 
subdivision (11), “complaint” means a written communication expressing 
dissatisfaction or disagreement with the decision or action of an insurer; 
provided, however, that a communication submitted as part of the insurer’s 
usual and customary claims process shall not be considered as a complaint; 

(12) Misrepresentation in Insurance Applications. Making false or 
fraudulent statements or representations on or relative to an application for 
a policy, for the purpose of obtaining a fee, commission, money or other 
benefit from any provider or individual person; 

(13) Failure to File or to Certify Information Regarding the En- 
dorsement or Sale of Long-term Care Insurance. Failure of any 
insurer to: 

(A) File with the insurance department the following material: 

(i) The policy and certificate; 
(ii) A corresponding outline of coverage; and 
(iii) All advertisements requested by the insurance department; or 

(B) Certify annually that the association has complied with the respon- 
sibilities for disclosure, advertising, compensation arrangements, or other 
information required by the commissioner, as set forth by rule; 

(14) Failure to Provide Claims History. (A) Failure of a company 

issuing property and casualty insurance to provide the following loss 

information for the three (3) previous policy years to the first named 
insured within thirty (30) days of receipt of the first named insured’s 
written request: 
(i) On all claims, date and description of occurrence, and total amount 
of payments; and 
(ii) For any occurrence not included in subdivision (14)(A)(i), the date 
and description of occurrence; 

(B) Should the first named insured be requested by a prospective 
insurer to provide detailed loss information in addition to that required 
under subdivision (14)(A), the first named insured may mail or deliver a 
written request to the insurer for the additional information. No prospec- 
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tive insurer shall request more detailed loss information than reasonably 
required to underwrite the same line or class of insurance. The insurer 
shall provide information under this subdivision (14)(B) to the first named 
insured as soon as possible, but in no event later than twenty (20) days of 
receipt of the written request. Notwithstanding any other provision of this 
section, no insurer shall be required to provide loss reserve information, 
and no prospective insurer may refuse to insure an applicant solely 
because the prospective insurer is unable to obtain loss reserve informa- 
tion; 

(C) The commissioner is authorized to promulgate rules to exclude the 
provision of the loss information as outlined in subdivision (14)(A) for any 
line or class of insurance where it can be shown that the information is not 
needed for that line or class of insurance, or where the provision of loss 
information otherwise is required by law; 

(D) Information provided under subdivision (14)(B) shall not be subject 
to discovery by any party other than the insured, the insurer and the 
prospective insurer; 

(15) Unfair Replacement Transaction Practices. Replacing a life 
insurance policy or an annuity contract in a manner contrary to rules 
promulgated by the commissioner pursuant to this part; 

(16) Unfair Utilization of Proprietary Information. With respect to 
any policy of insurance underwritten in a pool, residual market mechanism, 
joint underwriting authority or assigned risk plan or through a plan 
depopulation initiative or other similar program, any information contained 
in a policy application or obtained in the servicing of such a policy of 
insurance cannot be used in any manner by the servicing carrier or its 
representatives for the purpose of soliciting any form of insurance, except 
when permission to use the information is granted by the commissioner on 
any specific risk; 

(17) Changing Classification and Rate After Policy Expiration or 
Renewal. With respect to commercial risk insurance, making a change in 
the classification or rates either more than one (1) year after the policy’s 
renewal date or the expiration date if the policy was not renewed without the 
written consent of the insured; provided, that no consent is necessary if the 
change is in the favor of the insured. This subdivision (17) does not apply 
where the insured has failed to cooperate, given misleading information, or 
made material misrepresentations or omissions; 

(18) Preferences or Distinctions in Certain Insurance Transac- 
tions prohibited. (A) Making, offering to make, or permitting any prefer- 

ence or distinction in property, marine, casualty, or surety insurance as to 
form or policy, certificate, premium, rate, benefits, or conditions of insur- 
ance, based upon membership, nonmembership, or employment of any 
person or persons by or in any particular group, association, corporation, 
or organization, or making the preference or distinction available in any 
event based upon any fictitious grouping of persons; 

(B) The restrictions and limitations of this subdivision (18) do not 
extend or apply to life, health and accident, disability or workers’ compen- 
sation insurance or to plans to provide legal services. Nothing in this 
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subdivision (18) shall apply to any domestic company that confines its 

insurance business and operations to this state and to the provision of 

insurance solely for the benefit of its members, or members of its parent or 
sponsoring organization; 

(C) Notwithstanding any other provision of this title, dues paid before 
or after March 22, 1996, to a nonprofit association, membership in which 
entitles the members to apply for insurance from insurance companies 
described in subdivision (18)(B), shall not be considered as gross premium 
or consideration for insurance; 

(D) Notwithstanding any other provision of this title to the contrary, an 
insurer may make, offer to make, or permit a preference or distinction in 
property, marine, casualty or surety insurance as to form or policy, 
certificate, premium, rate, benefits or conditions of insurance based upon 
membership in an association of professionals with more than five 
thousand (5,000) dues-paying members in this state with members resid- 
ing or practicing in at least eighty (80) counties within the state; 

(19) Disclosure of Nonpublic Personal Information. (A) Disclosing 

nonpublic personal information contrary to Title V of the Gramm-Leach- 

Bliley Act of 1999, Pub. L. No. 106-102 (15 U.S.C. § 6801 et seq.), or 

violating a rule lawfully promulgated under this part; 

(B)G) The commissioner shall not impose civil penalties against, or 

revoke or suspend the license of, a person who violates subdivision 

(19)(A), unless the violator intentionally violated subdivision (19)(A) or 

committed violations of subdivision (19)(A) in sufficient number as to 

indicate a lack of the use of due diligence on the part of the violator in 

complying with subdivision (19)(A); 

(ii) For purposes of subdivision (19)(A): 

(a) “Nonpublic personal information” means nonpublic personal 
information as defined in Title V of the Gramm-Leach-Bliley Act of 
1999, Pub. L. No. 106-102; and 

(b) “Person” means an entity or individual holding or required by 
law to hold a certificate of authority or license, or the functional 
equivalent of a certificate of authority or license, under this title; 

(C) Any rules promulgated pursuant to this subdivision (19) shall be no 
more restrictive than Title V of the Gramm-Leach-Bliley Act of 1999, Pub. 
L. No. 106-102; 

(20) False, Misleading, Deceptive or Unfair Practices Concerning 
Sales to Members of the Armed Forces. Notwithstanding any other 
provision in this title, the commissioner shall have the authority to adopt 
rules to protect service members of the United States armed forces from 
dishonest and predatory insurance sales practices by declaring certain 
identified practices to be false, misleading, deceptive or unfair; and 

(21)A) Unauthorized Use of Lender Information. It is unlawful for 

any person to make, publish, disseminate, circulate, or place before the 

public, or cause, directly or indirectly, to be made, published, dissemi- 
nated, circulated or placed before the public, in a newspaper, magazine or 
other publication, or in the form of a notice, circular, pamphlet, letter or 
poster or over the Internet or any radio or television, or in any other way, 
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an advertisement, announcement or statement containing any assertion, 
representation, or statement with respect to the sale, distribution, offering 
for sale or advertising of any loan, refinance, insurance or any other 
product or service that is untrue, deceptive, or misleading. 

(B) It is unlawful for any person to commit any of the unlawful acts 
prohibited in § 45-2-1709(a)(1)(D) or (E). 

(C) For purposes of this subdivision (21), “lender” means any bank, 
savings and loan association, savings bank, trust company, credit union, 
industrial loan and thrift company, mortgage company, mortgage broker, 
or any subsidiary or affiliate of a bank, savings and loan association, 
savings bank, trust company, credit union, industrial loan and thrift 


company, mortgage company, or mortgage broker. 


History. 
Acts 2008, ch. 1079, §§ 1, 5; 2011, ch. 89, 
§§ 5, 6; 2011, ch. 210, § 1; 2012, ch. 798, § 22. 


Compiler’s Notes. 

Former chapter 8 (Acts 1895, ch. 160, §§ 28, 
29; 1907, ch. 455, §§ 1-4; 1907, ch. 456, §§ 1, 2; 
Shan., §§ 3312, 3312 (a) (1), 3313, 3348a18 — 
3348a23; Acts 1919, ch. 24, §§ 1-3; 1919, ch. 
176, § 1; Shan. Supp., §§ 3348a7b1 — 
3348a7b3; Code 1932, §§ 6132-6134, 6176- 
6178, 6189-6194; Acts 1937, ch. 271, § 1; 1937, 
ch. 272, § 1; 1947, ch. 202, §§ 2-13; C. Supp. 
1950, §§ 6134, 6176, 6459.46 — 6459.57; Acts 
1967, ch. 140, § 1; 1976, ch. 437, § 1; 1978, ch. 
693, §§ 1-3; T.C.A. (orig. ed.), §§ 56-1202 — 
56-1227, §§ 56-8-101 — 56-8-113, 56-8-201 — 
56-8-214), concerning unfair competition and 
unlawful practices, was repealed by Acts 1981, 
ch. 347, § 1. 

Former part 1, §§ 56-8-101 — 56-8-120 (Acts 
1981, ch. 347, §§ 2-19; 1982, ch. 921, §§ 1, 2; 
1984, ch. 582, § 2; 1985, ch. 349, § 1; 1988, ch. 
690, § 1; 1989, ch. 26, § 1; 1989, ch. 564, § 7; 
1993, ch. 198, § 1; 1993, ch. 369, § 1; 1996, ch. 
654, § 1; 2000, ch. 851, § 2; Acts 2001, ch. 107, 


§ 1; 2003, ch. 31, §§ 6, 7; 2003, ch. 54, § 1; 
2004, ch. 962, §§ 39, 40; 2007, ch. 339, §§ 2, 3), 
concerning unfair competition and deceptive 
acts, was repealed effective January 1, 2009, by 
Acts 2008, ch. 1079, § 1, which also enacted a 
new title 56, ch. 8, part 1 effective January 1, 
2009. 


Cross-References. 

Noncompliance with commercial risk insur- 
ance cancellation provisions deemed unfair 
trade practice, § 56-7-1807. 


Section to Section References. 

This section is referred to in §§ 56-2-106, 
56-6-113, 56-7-123, 56-7-125, 56-7-1807, 56-7- 
2908, 56-8-103, 56-22-117, 56-45-104, 56-51- 
146, 56-51-147. 


Attorney General Opinions. 

T.C.A. § 56-8-104(18) is not unconstitutional 
to the extent that it prohibits insurance com- 
panies from offering insurance discounts or 
other preferences to customers based on their 
affiliation with or employment by a particular 
group. OAG 13-33, 2013 Tenn. AG LEXIS 35 
(4/24/13). 


NOTES TO DECISIONS 


DECISIONS UNDER PRIOR LAW 


Analysis 


Misrepresentation by Agent. 
Rebates. 

Remedy of Rescission. 
Standing. 

Private Right of Action. 


Po Pee 


. Misrepresentation by Agent. 

Parol evidence was competent to show that 
the insured was induced to apply for, take, and 
continue in force a policy of insurance, with 
certain stipulations therein against additional 
insurance and against leasing the property, by 
the fraudulent misstatements, omissions, and 
conduct of the insurer’s agent, by which the 


knowledge of the existence of such stipulations 
was concealed from him; and the insured was 
entitled to recover upon such policy as though 
such stipulations were not made in the policy. 
McKenzie v. Planters Ins. Co., 56 Tenn. 261, 
1872 Tenn. LEXIS 139 (1872); Martin v. Aetna 
Life Ins. Co., 1 Shan. 361 (1875); Bennett v. 
Massachusetts Mut. Life Ins. Co., 107 Tenn. 
371, 64 S.W. 758, 1901 Tenn. LEXIS 86 (1901). 


2. Rebates. 

The agent’s acceptance of a note for the 
premium on a life policy was not a forbidden 
“rebate” to the insured and was not an unlawful 
action such as rendered the policy contract 
void, because where only a subsidiary or collat- 
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eral agreement is violative of a statutory pro- 
vision, and it is capable of segregation for 
denunciation, the policy itself should not be 
declared void, the statute not having so pro- 
vided in express terms. Biggs v. Reliance Life 
Ins. Co., 137 Tenn. 598, 195 S.W. 174, 1917 
Tenn. LEXIS 171 (1917). 

Where the subject contract was part of an 
illegal scheme to get around the anti-rebate 
statute, the plaintiff could not be allowed to 
recover against the defendants on this contract. 
Freeman v. Thompson, 600 S.W.2d 234, 1979 
Tenn. App. LEXIS 392 (Tenn. Ct. App. 1979). 

Clear and convincing evidence existed that 
the Tennessee anti-rebate law was “generally 
enforced” pursuant to 26 U.S.C. § 162(c)(2). 
Accordingly, debtor’s rebated premiums were 
not deductible from gross income as ordinary 
and necessary trade or business expenses un- 
der 26 U.S.C. § 162(a) because they were paid 
in violation of a “generally enforced” state law. 
Roberson v. IRS (In re Roberson), 165 B.R. 620, 
1994 Bankr. LEXIS 470 (Bankr. M.D. Tenn. 
1994). 


3. Remedy of Rescission. 

Where the insured was induced to take a 
policy of insurance through the fraudulent rep- 
resentations of the insurer’s agent, the insured 
was entitled to a rescission, to have the policy 


Collateral References. 

Construction and effect of state statute for- 
bidding unfair trade practice or competition by 
discriminatory allowance of rebates, commis- 
sions, discounts, or the like. 54 A.L.R.2d 1187, 


56-8-105. Unfair claims practice. 
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56-8-105 


declared void, and to recover back from the 
company the premiums paid by him on the 
policy. The fact that the insurer would be es- 
topped to rely upon the erroneous insertion of 
the insured’s correct answers in the applica- 
tion, without the insured’s knowledge or au- 
thority to avoid the policy would not prevent 
the rescission of the policy and the recovery of 
the premiums paid thereon. Martin v. Aetna 
Life Ins. Co., 1 Shan. 361 (1875); Smith v. St. 
Louis Mut. Life Ins. Co., 2 Cooper’s Tenn. Ch. 
727 (1877); Bennett v. Massachusetts Mut. Life 
Ins. Co., 107 Tenn. 371, 64 S.W. 758, 1901 Tenn. 
LEXIS 86 (1901). 


4, Standing. 

Even if defendant insurance agent commit- 
ted a technical violation of subdivision (11) by 
failing to give an applicant for life insurance 
the prescribed “Notice Regarding Replace- 
ment,” such a failure is not actionable by a 
competing insurance agent. Warde v. Kaiser, 
887 F.2d 97, 1989 U.S. App. LEXIS 15330 (6th 
Cir. Tenn. 1989). 


5. Private Right of Action. 

No private right of action may be maintained 
under this act, the Tennessee Insurance Trades 
Practices Act. Lindsey v. Allstate Ins. Co., 34 F. 
Supp. 2d 636, 1999 U.S. Dist. LEXIS 4487 
(W.D. Tenn. 1999). 


41 A.L.R.4th 675. 

Validity and construction of state statutes 
prohibiting area price discrimination. 67 
A.L.R.3d 26. 


Any of the following acts by an insurer or person constitutes an unfair claims 


practice: 


(1) Knowingly misrepresenting relevant facts or policy provisions relating 


to coverages at issue; 


(2) Failing to acknowledge with reasonable promptness pertinent commu- 
nications with respect to claims arising under its policies; 

(3) Failing to adopt and implement reasonable standards for the prompt 
investigation and settlement of claims arising under its policies; 

(4) Except when the prompt and good faith payment of claims is governed 


by more specific standards, not attempting in good faith to effectuate 
prompt, fair and equitable settlement of claims submitted in which liability 
has become reasonably clear; 

(5) Compelling insureds or beneficiaries to a life insurance contract to 
institute suits to recover amounts due under its policies by offering substan- 
tially less than the amounts ultimately recovered in suits brought by them; 
provided, that equal consideration shall be given to the relationship between 
the amount claimed and the amounts ultimately recovered through litiga- 
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tion or other valid legal arguments; 

(6) Refusing to pay claims without conducting a reasonable investigation 
except when denied because of an electronic submission error by the 
claimant; 

(7) Failing to affirm or deny coverage of claims within a reasonable time 
after proof of loss statements have been completed; 

(8) Attempting to settle or settling claims for less than the amount that a 
reasonable person would believe the insured or beneficiary was entitled by 
reference to written or printed advertising material accompanying or made 
part of an application; provided, that this subdivision (8) does not apply to 
settlement of, or attempts to settle, claims by third-party claimants; 

(9) Attempting to settle or settling claims on the basis of an application 
that was materially altered without notice to, or knowledge or consent of, the 
insured; 

(10) Making claims payments to an insured or beneficiary without indi- 
cating the coverage under which each payment is being made. Nothing in 
this subdivision (10) shall be construed to require specific coverage identifi- 
cation for payments made to meet urgent needs of an insured; provided, that 
the insured, at or before the final settlement of the claim, receives a written 
explanation indicating the coverage or coverages under which the payments 
are made; 

(11) Unreasonably delaying the investigation or payment of claims by 
requiring both a formal proof of loss form and subsequent verification that 
would result in duplication of information and verification appearing in the 
formal proof of loss form. Nothing contained in this subdivision (11) shall be 
construed as obligating any insurer to make a decision upon any claim 
without sufficient investigation and information to determine if the claim, or 
any part of the claim, is false, fraudulent, or for an excessive amount; 

(12) Failing, in the case of claims denials or offers of compromise settle- 
ment, to promptly provide a reasonable and accurate explanation of the 
basis for such actions. Nothing contained in this subdivision (12) shall be 
construed as obligating any insurer to make a decision upon any claim 
without sufficient investigation and information to determine if the claim, or 
any part of the claim, is false, fraudulent, or for an excessive amount. 
Further, this subdivision (12) shall not apply to denials of, or offers of 
compromise settlement of, third-party claims; 

(13) In response to a request for claims forms, failing to provide forms 
necessary to present claims within fifteen (15) calendar days of such a 
request with reasonable explanations regarding their use; 

(14) If the insurer owns a repairer or requires a repairer to be used, the 
insurer’s failure to adopt and implement reasonable standards to assure 
that the repairs are performed in a workmanlike manner; or 

(15) Failing to make payment of workers’ compensation benefits as such 
payment is required by the commissioner of labor and workforce develop- 
ment or by title 50, chapter 6. 


History. Compiler’s Notes. 
Acts 2008, ch. 1079, §§ 1, 6. Former chapter 8 (Acts 1895, ch. 160, §§ 28, 
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29; 1907, ch. 455, §§ 1-4; 1907, ch. 456, §§ 1, 2; 
Shan., §§ 3312, 3312 (a) (1), 3313, 3348a18 — 
3348a23; Acts 1919, ch. 24, §§ 1-3; 1919, ch. 
176, § 1; Shan. Supp. §§ 3348a7b1 — 
3348a7b3; Code 1932, §§ 6132-6134, 6176- 
6178, 6189-6194; Acts 1937, ch. 271, § 1; 1937, 
ch. 272, § 1; 1947, ch. 202, §§ 2-13; C. Supp. 
1950, §§ 6134, 6176, 6459.46 — 6459.57; Acts 
1967, ch. 140, § 1; 1976, ch. 437, § 1; 1978, ch. 
693, §§ 1-3; T.C.A. (orig. ed.), §§ 56-1202 — 
56-1227, §§ 56-8-101 — 56-8-113, 56-8-201 — 
56-8-214), concerning unfair competition and 
unlawful practices, was repealed by Acts 1981, 
ch. 347, § 1. 

Former part 1, §§ 56-8-101 — 56-8-120 (Acts 


UNFAIR COMPETITION OR DECEPTIVE PRACTICES 


56-8-106 


1981, ch. 347, §§ 2-19; 1982, ch. 921, §§ 1, 2; 
1984, ch. 582, § 2; 1985, ch. 349, § 1; 1988, ch. 
690, § 1; 1989, ch. 26, § 1; 1989, ch. 564, § 7; 
1993, ch. 198, § 1; 1993, ch. 369, § 1; 1996, ch. 
654, § 1; 2000, ch. 851, § 2; Acts 2001, ch. 107, 
§ 15,2003; ch. 31, $§..6,,7;.,2003,, ch. .54, § 1; 
2004, ch. 962, §§ 39, 40; 2007, ch. 339, §§ 2, 3), 
concerning unfair competition and deceptive 
acts, was repealed effective January 1, 2009, by 
Acts 2008, ch. 1079, § 1, which also enacted a 
new title 56, ch. 8, part 1 effective January 1, 
2009. 


Section to Section References. 
This section is referred to in §§ 56-8-102, 
56-8-103. 


56-8-106. Lending of money, extension of credit, or renewal — Condi- 
tions prohibited — Disclosures. 


(a) No person or depository institution, or affiliate of a depository institu- 
tion, shall require as a condition precedent to the lending of money or 
extension of credit, or any renewal thereof, that the person to whom the money 
or credit is extended or whose obligation a creditor is to acquire or finance, 
negotiate any policy or renewal of any policy through a particular insurer or 
group of insurers or agent or broker or group of agents or brokers. Further, no 
person or depository institution, or affiliate of a depository institution, shall 
reject an insurance policy solely because the policy has been issued or 
underwritten by a person who is not associated with the depository institution 
or affiliate when insurance is required in connection with a loan or extension 
of credit. However, nothing in this subsection (a) shall be construed as 
prohibiting engaging in an arrangement that would not violate § 106 of the 
Bank Holding Company Act Amendments of 1972 (12 U.S.C. § 1972), as 
interpreted by the board of governors of the federal reserve system, or § 5(q) 
of the Home Owners’ Loan Act (12 U.S.C. § 1464(q)). 

(b) No person or depository institution, or affiliate of a depository institu- 
tion, who lends money or extends credit shall: 

(1) As a condition for extending credit or offering any product or service 
that is equivalent to an extension of credit, require that a customer obtain 
insurance from a depository institution or an affiliate of a depository 
institution, or a particular insurer or producer; however, this subdivision 
(b)(1) does not prohibit a person or depository institution, or affiliate of a 
depository institution, from informing a customer or prospective customer 
that insurance is required in order to obtain a loan or credit, that loan or 
credit approval is contingent upon the procurement by the customer of 
acceptable insurance or that insurance is available from the person or 
depository institution or affiliate of a depository institution; 

(2) Unreasonably reject a policy furnished by the customer or borrower for 
the protection of the property securing the credit or lien. A rejection shall not 
be deemed unreasonable if it is based on reasonable standards, uniformly 
applied, relating to the extent of coverage required and the financial 
soundness and the services of an insurer. The standards shall not discrimi- 
nate against any particular type of insurer, nor shall the standards call for 
rejection of a policy because it contains coverage in addition to that required 
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in the credit transaction; 

(3) Require that any customer, borrower, mortgagor, purchaser, insurer, 
broker or insurance producer pay a separate charge in connection with the 
handling of any policy required as security for a loan on real estate, or pay 
a separate charge to substitute the policy of one (1) insurer for that of 
another. This subdivision (b)(3) does not include the interest that may be 
charged on premium loans or premium advancements in accordance with 
the terms of the loan or credit document. Further, this subdivision (b)(3) does 
not apply to charges that would be required when the person or depository 
institution or affiliate of a depository institution is the licensed producer 
providing the insurance; 

(4) Require any procedures or conditions of duly licensed producers or 
insurers not customarily required of those producers or insurers affiliated or 
in any way connected with the person who lends money or extends credit; 

(5) Use an advertisement or other insurance promotional material that 
would cause a reasonable person to mistakenly believe that the federal 
government or the state is responsible for the insurance sales activity of, or 
stands behind the credit of, the person, depository institution or its affiliate; 

(6) Use an advertisement or other insurance promotional material that 
would cause a reasonable person to mistakenly believe that the federal 
government or the state guarantees any returns on insurance products or is 
a source of payment on any insurance obligation of or sold by the person, 
depository institution or its affiliate; 

(7) Act as a producer unless properly licensed in accordance with 
§ 56-6-103; 

(8) Pay or receive any commission, brokerage fee or other compensation 
as a producer, unless the person holds a valid producer’s license for the 
applicable class of insurance. However, in addition to any other manner of 
compensation otherwise allowed by law, an unlicensed person may make a 
referral to a licensed producer; provided, that the person does not discuss 
specific insurance policy terms and conditions. Except as prohibited by 
federal law, the unlicensed person may be compensated for the referral; 
however, an unlicensed person who is neither employed by nor affiliated with 
the insurance producer may be compensated only if the compensation is a 
fixed dollar amount, not to exceed twenty-five dollars ($25.00) or such lesser 
amount as the commissioner may establish by rule, for each referral. An 
unlicensed person who is either employed by or affiliated with the insurance 
producer may be compensated only if the compensation is a fixed nominal 
dollar amount. Furthermore, any person who accepts deposits from the 
public in an area where such transactions are routinely conducted in the 
depository institution may receive for each customer referral no more than 
a one-time, nominal fee of a fixed dollar amount for each referral. In any 
event, the referral compensation shall not depend on whether the referred 
customer purchases an insurance product from the licensed producer; 

(9) Solicit or sell insurance, other than credit insurance or flood insur- 
ance, unless the solicitation or sale is completed through documents sepa- 
rate from any credit transactions; 

(10) Include the expense of insurance premiums, other than credit insur- 
ance premiums or flood insurance premiums, in the primary credit transac- 
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tion without the express written consent of the customer; 

(11) Solicit or sell insurance unless its insurance sales activities are, to 
the extent practicable, physically separated from areas where retail deposits 
are routinely accepted by depository institutions; 

(12) Solicit or sell insurance unless it maintains separate and distinct 
books and records relating to the insurance transactions, including all files 
relating to and reflecting consumer complaints; or 

(13) Require, in connection with a loan or extension of credit secured by 
real property, that the debtor procure insurance for the protection of the 
property for an amount that exceeds the replacement cost of the structures 
existing on the secured property at the time of the loan or extension of credit 
or, in the case of a construction or improvement loan, insurance that exceeds 
the replacement value the structures are expected to have upon completion 
of the construction or improvements. 

(c) Every person or depository institution, or affiliate of a depository 
institution that lends money or extends credit and who solicits insurance 
primarily for personal, family or household purposes shall disclose to the 
customer in writing that the insurance related to the credit extension may be 
purchased from an insurer or producer of the customer’s choice, subject only to 
the lender’s right to reject a given insurer or agent as provided in subdivision 
(b)(2). Further, the disclosure shall inform the customer that the customer’s 
choice of insurer or producer will not affect the credit decision or credit terms 
in any way, except that the depository institution may impose reasonable 
requirements concerning the creditworthiness of the insurer and the scope of 
coverage chosen as provided in subdivision (b)(2). 

(d)(1) A depository institution that solicits, sells, advertises or offers insur- 

ance, and any person that solicits, sells, advertises or offers insurance on 

behalf of a depository institution or on the premises of a depository 
institution shall disclose to the customer in writing, where practicable and in 

a clear and conspicuous manner, prior to a sale, that the insurance: 

(A) Is not a deposit; 

(B) Is not insured by the federal deposit insurance corporation or any 
other federal government agency; 

(C) Is not guaranteed by the depository institution, its affiliate, if 
applicable, or any person that is soliciting, selling, advertising or offering 
insurance, if applicable; and 

(D) Where appropriate, involves investment risk, including the possible 
loss of value. 

(2) For purposes of the requirements of subdivision (d)(1), an affiliate of a 
depository institution is subject to these requirements only to the extent that 
it sells, solicits, advertises, or offers insurance products or annuities at an 
office of a depository institution or on behalf of a depository institution. 
These requirements apply only when an individual purchases, applies to 
purchase, or is solicited to purchase insurance products or annuities primar- 
ily for personal, family or household purposes and only to the extent that the 
disclosure would be accurate. 

(3) A depository institution that solicits, sells, advertises or offers insur- 
ance, and any person who solicits, sells, advertises or offers insurance on 
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behalf of a depository institution or on the premises of a depository 
institution shall obtain written acknowledgement of the receipt of the 
disclosure from the customer at the time the customer receives the disclo- 
sure or at the time of the initial purchase of the insurance policy. If the 
solicitation is conducted by telephone, the person or depository institution 
shall obtain an oral acknowledgement of receipt of the disclosure, maintain 
sufficient documentation to show that the acknowledgement was given by 
the customer and make reasonable efforts to obtain a written acknowledge- 
ment from the customer. If a customer affirmatively consents to receiving the 
disclosures electronically and if the disclosures are provided in a format that 
the customer may retain or obtain later, the person or depository institution 
may provide the disclosure and obtain acknowledgement of the receipt of the 
disclosure from the customer using electronic media. 

(4) For the purposes of subdivision (d)(1), a person is selling, soliciting, 
advertising or offering insurance on behalf of a depository institution, 
whether at an office of the depository institution or another location, if at 
least one (1) of the following applies: 

(A) The person represents to the customer that the sale, solicitation, 
advertisement or offer of the insurance is by or on behalf of the depository 
institution; 

(B) The depository institution refers a customer to the person who sells 
insurance and the depository institution has a contractual arrangement to 
receive commissions or fees derived from the sale of insurance resulting 
from the referral; or 

(C) Documents evidencing the sale, solicitation, advertisement or offer 
of insurance identify or refer to the depository institution. 

(e) The commissioner shall have the power to examine and investigate those 
insurance activities of any person, depository institution, affiliate of a deposi- 
tory institution or insurer that the commissioner believes may be in violation 
of this section. The person, depository institution, affiliate of a depository 
institution or insurer shall make its insurance books and records available to 
the commissioner and the commissioner’s staff for inspection upon reasonable 
notice. 

(f) Nothing in this section shall prevent a person or depository institution, or 
affiliate of a depository institution, who lends money or extends credit from 
placing insurance on real or personal property in the event the mortgagor, 
borrower or purchaser has failed to provide required insurance in accordance 
with the terms of the loan or credit document. 


History. 
Acts 2008, ch. 1079, §§ 1, 7; 2015, ch. 227, 
Sod 


Compiler’s Notes. 

Former chapter 8 (Acts 1895, ch. 160, §§ 28, 
29; 1907, ch. 455, §§ 1-4; 1907, ch. 456, §§ 1, 2; 
Shan., §§ 3312, 3312 (a) (1), 3313, 3348a18 — 
3348a23; Acts 1919, ch. 24, §§ 1-3; 1919, ch. 
176, § 1; Shan. Supp., §§ 3348a7b1 — 
3348a7b3; Code 1932, §§ 6132-6134, 6176- 
6178, 6189-6194; Acts 1937, ch. 271, § 1; 1937, 
ch. 272, § 1; 1947, ch. 202, §§ 2-13; C. Supp. 


1950, §§ 6134, 6176, 6459.46 — 6459.57; Acts 
1967, ch. 140, § 1; 1976, ch. 437, § 1; 1978, ch. 
693, §§ 1-3; T.C.A. (orig. ed.), §§ 56-1202 — 
56-1227, §§ 56-8-101 — 56-8-113, 56-8-201 — 
56-8-214), concerning unfair competition and 
unlawful practices, was repealed by Acts 1981, 
ch: 347, :§ 1. 

Former part 1, §§ 56-8-101 — 56-8-120 (Acts 
1981, ch. 347, §§ 2-19; 1982, ch. 921, §§ 1, 2; 
1984, ch. 582, § 2; 1985, ch. 349, § 1; 1988, ch. 
690, § 1; 1989, ch. 26, § 1; 1989, ch. 564, § 7; 
1993, ch. 198, § 1; 1993, ch. 369, § 1; 1996, ch. 


731 UNFAIR COMPETITION OR DECEPTIVE PRACTICES 56-8-107 


654, § 1; 2000, ch. 851, § 2; Acts 2001, ch. 107, Interest on home loans, title 47, ch. 15. 

§ 1; 2003, ch. 31, §§ 6, 7; 2008, ch. 54, § 1; Retail installment sales, title 47, ch. 11. 
2004, ch. 962, §§ 39, 40; 2007, ch. 339, §§ 2, 3), 

concerning unfair competition and deceptive Section to Section References. 

acts, was repealed effective January 1, 2009, by This section is referred to in §§ 56-8-102, 
Acts 2008, ch. 1079, § 1, which also enacted a 56-8-103. 

new title 56, ch. 8, part 1 effective January 1, 

2009. 


Cross-References. 
Disclosure of information by mortgagee, 
§ 47-23-101. 


56-8-107. Power of commissioner. 


(a) The commissioner shall have power to examine and investigate the 
affairs of every person or insurer in this state in order to determine whether 
the person or insurer has been or is engaged in any unfair trade practice; 
however, in the case of depository institutions, the commissioner shall have the 
power to examine and investigate the insurance activities of depository 
institutions in order to determine whether the depository institution has been 
or is engaged in any unfair trade practice prohibited by this part. The 
commissioner shall notify the appropriate federal or state banking agencies of 
the commissioner’s intent to examine or investigate a depository institution 
and advise the appropriate federal or state banking agencies of the suspected 
violations of state law prior to commencing the examination or investigation. 
No person shall be compelled to provide a document or disclose information 
that is privileged under statutory or common law. 

(b) In the conduct of an examination, the criteria as set forth in the market 
conduct examiners handbook adopted by the National Association of Insurance 
Commissioners that was in effect when the commissioner exercised discretion 
to make an examination under or to take other action permitted by this part 
shall be used. The commissioner may by rule also employ such other guidelines 
or procedures as the commissioner deems appropriate. Nothing in the market 
conduct examiners handbook nor any other examination procedures or guide- 
lines adopted by rule shall be construed to make any act or omission an unfair 
trade or unfair claims settlement practice unless the act or omission is 
otherwise defined as an unfair trade or unfair claims settlement practice under 
this part or is established to be so pursuant to § 56-8-108. Findings against an 
insurer or recommendations for corrective action to an insurer that result from 
the examination procedures or guidelines require affirmative action or re- 
sponse from an insurer only when a corresponding state or federal law 
specifically requires such action or response by an insurer. 

(c)(1) The commissioner may promulgate rules that require companies 

authorized to do business under this title, with the exception of those that 

write accident and health insurance, to annually file in the office of the 
commissioner an annual statement in a form adopted for use by companies, 
which shall provide information concerning its market conduct of that year. 

The rules may prescribe the time and manner in which statements are to be 

filed, as well as the information to be included in the statements. The 

commissioner may, in the commissioner’s discretion, exclude companies from 
this requirement for good cause. 
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(2) Notwithstanding any other provision of this section to the contrary, in 
order to assist in the performance of the commissioner’s duties, the commis- 
sioner may share the annual statements filed in accordance with this 
subsection (c) with the National Association of Insurance Commissioners, its 
affiliates and subsidiaries; provided, that, in accordance with subsection (d), 
the recipient agrees to maintain the confidentiality and privileged status of 
the filed statements. 
(d)(1) All testimony, documents and other information submitted to the 
commissioner pursuant to this section, and all records and documents 
maintained pursuant to this section shall be privileged and shall not be 
disclosed pursuant to § 10-7-503 or § 56-1-602, nor shall they be admissible 
as evidence in any civil proceeding not brought by the commissioner. The 
commissioner, within the commissioner’s discretion, may share the docu- 
ments and information with other state or federal agencies, or with any law 
enforcement authority. 

(2) Notwithstanding subdivision (d)(1), any person being investigated 
pursuant to this section, or counsel for such person, may obtain from the 
commissioner a copy of an inquisitorial order or any complaint filed against 
such person and a copy of any written, formal or recorded statements made 
by that person. Upon initiation of a formal proceeding against a person, such 
person shall be entitled to any and all discovery rights available under the 
Uniform Administrative Procedures Act, compiled in title 4, chapter 5, or the 
Tennessee Rules of Civil Procedure. 


History. 
Acts 2008, ch. 1079, §§ 1, 8; Acts 2009, ch. 
383, § 1; 2011, ch. 90, § 3. 


Compiler’s Notes. 

Former chapter 8 (Acts 1895, ch. 160, §§ 28, 
29; 1907, ch. 455, §§ 1-4; 1907, ch. 456, §§ 1, 2; 
Shan., §§ 3312, 3312 (a) (1), 3313, 3348a18 — 
3348a23; Acts 1919, ch. 24, §§ 1-3; 1919, ch. 
176, § 1; Shan. Supp., §§ 3348a7b1 — 
3348a7b3; Code 1932, §§ 6132-6134, 6176- 
6178, 6189-6194; Acts 1937, ch. 271, § 1; 1937, 
ch. 272, § 1; 1947, ch. 202, §§ 2-13; C. Supp. 
1950, §§ 6134, 6176, 6459.46 — 6459.57; Acts 
1967, ch. 140, § 1; 1976, ch. 437, § 1; 1978, ch. 
693, §§ 1-3; T.C.A. (orig. ed.), §§ 56-1202 — 
56-1227, §§ 56-8-101 — 56-8-113, 56-8-201 — 
56-8-214), concerning unfair competition and 
unlawful practices, was repealed by Acts 1981, 
ch. 347, § 1. 

Former part 1, §§ 56-8-101 — 56-8-120 (Acts 


1981, ch. 347, §§ 2-19; 1982, ch. 921, §§ 1, 2; 
1984, ch. 582, § 2; 1985, ch. 349, § 1; 1988, ch. 
690, § 1; 1989, ch. 26, § 1; 1989, ch. 564, § 7; 
1993, ch. 198, § 1; 1993, ch. 369, § 1; 1996, ch. 
654, § 1; 2000, ch. 851, § 2; Acts 2001, ch. 107, 
§ 1; 2003, ch. 31, §§ 6, 7; 2003, ch. 54, § 1; 
2004, ch. 962, §§ 39, 40; 2007, ch. 339, §§ 2, 3), 
concerning unfair competition and deceptive 
acts, was repealed effective January 1, 2009, by 
Acts 2008, ch. 1079, § 1, which also enacted a 
new title 56, ch. 8, part 1 effective January 1, 
2009. 

Acts 2011, ch. 90, § 6 provided that the act, 
which added subdivision (d)(2), shall not be 
retroactively applied. 


Cross-References. 
Confidentiality of public records, § 10-7-504. 


Section to Section References. 
This section is referred to in § 56-52-107. 


56-8-108. Additional powers of commissioner. 


(a) In addition to any other authority granted in this part, the commissioner 
shall have the authority to declare by rule certain acts to be unfair trade 
practices or unfair methods of competition or unfair or deceptive acts or 
practices in the business of insurance that are not specifically defined in this 
part. The commissioner may promulgate the rules by emergency rules upon 
making a finding that such is in the public interest. 
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(b) The commissioner, at the rulemaking hearing, may administer oaths, 
and receive oral and documentary evidence. The commissioner shall have the 
power to subpoena witnesses, compel their attendance, and require the 
production of books, papers, records, correspondence or other documents the 
commissioner deems relevant to the inquiry; provided, however, that in the 
case of depository institutions, the commissioner shall have the power to 
require the production of books, papers, records, correspondence or other 
documents that the commissioner deems relevant to the inquiry only on the 
insurance activities of the depository institution. No person shall be compelled 
to provide a document or disclose information that is privileged under 
statutory or common law. The commissioner may and, upon the request of any 
party, shall cause to be made a stenographic record of all the evidence and all 
the proceedings at the hearing. In case of a refusal of any person to comply 
with any subpoena or to testify with respect to any matter concerning which 
that person may be lawfully interrogated, the chancery court of Davidson 
County or the county where the person resides, on application of the commis- 
sioner, may issue an order requiring the person to comply with the subpoena 
and to testify. Any failure to obey any order of the court may be punished by the 
court as contempt. 


History. 
Acts 2008, ch. 1079, §§ 1, 9; 2009, ch. 566, 
§ 12. 


Compiler’s Notes. 

Former chapter 8 (Acts 1895, ch. 160, §§ 28, 
29; 1907, ch. 455, §§ 1-4; 1907, ch. 456, §§ 1, 2; 
Shan., §§ 3312, 3312 (a) (1), 3313, 3348a18 — 
3348a23; Acts 1919, ch. 24, §§ 1-3; 1919, ch. 
176, § 1; Shan. Supp., §§ 3348a7b1 — 
3348a7b3; Code 1932, §§ 6132-6134, 6176- 
6178, 6189-6194; Acts 1937, ch. 271, § 1; 1937, 
ch. 272, § 1; 1947, ch. 202, §§ 2-13; C. Supp. 
1950, §§ 6134, 6176, 6459.46 — 6459.57; Acts 
1967, ch. 140, § 1; 1976, ch. 487, § 1; 1978, ch. 
693, §§ 1-3; T.C.A. (orig. ed.), §§ 56-1202 — 
56-1227, §§ 56-8-101 — 56-8-113, 56-8-201 — 
56-8-214), concerning unfair competition and 
unlawful practices, was repealed by Acts 1981, 
ch; 347,.§ 1. 

Former part 1, §§ 56-8-101 — 56-8-120 (Acts 
1981, ch. 347, §§ 2-19; 1982, ch. 921, §§ 1, 2; 
1984, ch. 582, § 2; 1985, ch. 349, § 1; 1988, ch. 


690, § 1; 1989, ch. 26, § 1; 1989, ch. 564, § 7; 
19938, ch. 198, § 1; 1993, ch. 369, § 1; 1996, ch. 
654, § 1; 2000, ch. 851, § 2; Acts 2001, ch. 107, 
§ 1; 2003, ch. 31) $§ 96) 73.2003; chs) 54,.8)1; 
2004, ch. 962, §§ 39, 40; 2007, ch. 339, §§ 2, 3), 
concerning unfair competition and deceptive 
acts, was repealed effective January 1, 2009, by 
Acts 2008, ch. 1079, § 1, which also enacted a 
new title 56, ch. 8, part 1 effective January 1, 
2009. 

Acts 2009, ch. 566, § 12 provided that the 
Tennessee code commission is directed to 
change all references to public necessity rules, 
wherever such references appear in this code, 
to emergency rules, as sections are amended 
and volumes are replaced. 


Cross-References. 
Certified mail in lieu of registered mail, § 1- 
3-111. 


Section to Section References. 
This section is referred to in §§ 56-8-103, 
56-8-107, 56-8-206. 


56-8-109. Violations of part or rules. 


Whenever it appears to the commissioner that any person has violated or is 
about to violate this part or any rule promulgated under this part, the 
commissioner may, in the commissioner’s discretion, bring an action in the 
chancery court of Davidson County to enjoin the violation and to enforce 
compliance with this part, any rule under this part or any order lawfully 
entered pursuant to this section. The court shall not require the commissioner 
to post a bond. 


56-8-110 


History. 
Acts 2008, ch. 1079, §§ 1, 10. 


Compiler’s Notes. 

Former chapter 8 (Acts 1895, ch. 160, §§ 28, 
29; 1907, ch. 455, §§ 1-4; 1907, ch. 456, §§ 1, 2; 
Shan., §§ 3312, 3312 (a) (1), 3313, 3348a18 — 
3348a23; Acts 1919, ch. 24, §§ 1-3; 1919, ch. 
176, § 1; Shan. Supp., §§ 3348a7b1 — 
3348a7b3; Code 1932, §§ 6132-6134, 6176- 
6178, 6189-6194; Acts 1937, ch. 271, § 1; 1937, 
ch. 272, § 1; 1947, ch. 202, §§ 2-13; C. Supp. 
1950, §§ 6134, 6176, 6459.46 — 6459.57; Acts 
1967, ch. 140, § 1; 1976, ch. 437, § 1; 1978, ch. 
693, §§ 1-3; T.C.A. (orig. ed.), §§ 56-1202 — 
56-1227, §§ 56-8-101 — 56-8-113, 56-8-201 — 
56-8-214), concerning unfair competition and 
unlawful practices, was repealed by Acts 1981, 
ch. 347, § 1. 
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Former part 1, §§ 56-8-101 — 56-8-120 (Acts 
1981, ch. 347, §§ 2-19; 1982, ch. 921, §§ 1, 2; 
1984, ch. 582, § 2; 1985, ch. 349, § 1; 1988, ch. 
690, § 1; 1989, ch. 26, § 1; 1989, ch. 564, § 7; 
1993, ch. 198, § 1; 1993, ch. 369, § 1; 1996, ch. 
654, § 1; 2000, ch. 851, § 2; Acts 2001, ch. 107, 
§ 1; 2003, ch. 31, §§ 6, 7; 2003, ch. 54, § 1; 
2004, ch. 962, §§ 39, 40; 2007, ch. 339, §§ 2, 3), 
concerning unfair competition and deceptive 
acts, was repealed effective January 1, 2009, by 
Acts 2008, ch. 1079, § 1, which also enacted a 
new title 56, ch. 8, part 1 effective January 1, 
2009. 


Section to Section References. 
This section is referred to in §§ 50-6-238, 
56-7-914, 56-8-206. 


56-8-110. Promulgation of rules and orders — Review. 


The commissioner is authorized, after notice and hearing, to promulgate 
reasonable rules and orders as are necessary or proper to carry out and 
effectuate this part. The rules shall be subject to review in accordance with the 
Uniform Administrative Procedures Act, compiled in title 4, chapter 5. 


History. 
Acts 2008, ch. 1079, §§ 1, 11. 


Compiler’s Notes. 

Former chapter 8 (Acts 1895, ch. 160, §§ 28, 
29; 1907, ch. 455, §§ 1-4; 1907, ch. 456, §§ 1, 2; 
Shan., §§ 3312, 3312 (a) (1), 3313, 3348a18 — 
3348a23; Acts 1919, ch. 24, §§ 1-3; 1919, ch. 
176, § 1; Shan. Supp., §§ 3348a7b1 — 
3348a7b3; Code 1932, §§ 6132-6134, 6176- 
6178, 6189-6194; Acts 1937, ch. 271, § 1; 1937, 
ch. 272, § 1; 1947, ch. 202, §§ 2-13; C. Supp. 
1950, §§ 6134, 6176, 6459.46 — 6459.57; Acts 
1967, ch. 140, § 1; 1976, ch. 487, § 1; 1978, ch. 
693, §§ 1-3; T.C.A. (orig. ed.), §§ 56-1202 — 
56-1227, §§ 56-8-101 — 56-8-113, 56-8-201 — 


56-8-214), concerning unfair competition and 
unlawful practices, was repealed by Acts 1981, 
ch. 347, § 1. 

Former part 1, §§ 56-8-101 — 56-8-120 (Acts 
1981, ch. 347, §§ 2-19; 1982, ch. 921, §§ 1, 2; 
1984, ch. 582, § 2; 1985, ch. 349, § 1; 1988, ch. 
690, § 1; 1989, ch. 26, § 1; 1989, ch. 564, § 7; 
1993, ch. 198, § 1; 1993, ch. 369, § 1; 1996, ch. 
654, § 1; 2000, ch. 851, § 2; Acts 2001, ch. 107, 
§ 1; 2003, ch. 31, §§ 6, 7; 2003, ch. 54, § 1; 
2004, ch. 962, §§ 39, 40; 2007, ch. 339, §§ 2, 3), 
concerning unfair competition and deceptive 
acts, was repealed effective January 1, 2009, by 
Acts 2008, ch. 1079, § 1, which also enacted a 
new title 56, ch. 8, part 1 effective January 1, 
2009. 


56-8-111. Powers of commissioner additional to existing law. 


The powers vested in the commissioner by this part shall be in addition to 
any other powers in this title to enforce any penalties, fines or forfeitures 
authorized by law with respect to the methods, acts and practices declared to 


be unfair or deceptive by this part. 


History. 
Acts 2008, ch. 1079, §§ 1, 12. 


Compiler’s Notes. 

Former chapter 8 (Acts 1895, ch. 160, §§ 28, 
29; 1907, ch. 455, §§ 1-4; 1907, ch. 456, §§ 1, 2; 
Shan., §§ 3312, 3312 (a) (1), 3313, 3348a18 — 
3348a23; Acts 1919, ch. 24, §§ 1-3; 1919, ch. 
176, § 1; Shan. Supp., §§ 3348a7b1 — 
3348a7b3; Code 1932, §§ 6132-6134, 6176- 


6178, 6189-6194; Acts 1937, ch. 271, § 1; 1937, 
ch. 272, § 1; 1947, ch. 202, §§ 2-13; C. Supp. 
1950, §§ 6134, 6176, 6459.46 — 6459.57; Acts 
1967, ch. 140, § 1; 1976, ch. 437, § 1; 1978, ch. 
693, §§ 1-3; T.C.A. (orig. ed.), §§ 56-1202 — 
56-1227, §§ 56-8-101 — 56-8-113, 56-8-201 — 
56-8-214), concerning unfair competition and 
unlawful practices, was repealed by Acts 1981, 
ch. 347, § 1. 

Former part 1, §§ 56-8-101 — 56-8-120 (Acts 
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1981, ch. 347, §§ 2-19; 1982, ch. 921, §§ 1, 2; 2004, ch. 962, §§ 39, 40; 2007, ch. 339, §§ 2, 3), 
1984, ch. 582, § 2; 1985, ch. 349, § 1; 1988, ch. concerning unfair competition and deceptive 
690, § 1; 1989, ch. 26, § 1; 1989, ch. 564, § 7; acts, was repealed effective January 1, 2009, by 
1993, ch. 198, § 1; 1993, ch. 369, § 1; 1996, ch. Acts 2008, ch. 1079, § 1, which also enacted a 
654, § 1; 2000, ch. 851, § 2; Acts 2001, ch. 107, new title 56, ch. 8, part 1 effective January 1, 
§ 1; 2003, ch. 31, §§ 6, 7; 2003, ch. 54, § 1; 2009. 


56-8-112. Voluntary wellness or health improvement program using 
incentives or rewards. 


(a) An insurer issuing a group or individual benefit plan may offer a 
voluntary wellness or health improvement program that uses incentives or 
rewards, or any combination of incentives or rewards, to encourage or reward 
a plan member’s participation in the program. Such incentives and rewards 
may include, but not be limited to, the following: 

(1) Merchandise; 

(2) Gift cards; 

(3) Debit cards; 

(4) Premium discounts or rebates; 

(5) Contributions towards a plan member’s health savings account; or 
(6) Modifications to co-payment, deductible, or co-insurance amounts. 

(b) If an incentive or reward established pursuant to this section is disclosed 
in the insurer’s policy or certificate, then giving, or offering to give, the 
incentive or reward to a plan member shall not constitute a violation of 
§ 56-8-104(8). 

(c) An insurer may require a plan member to provide verification to the 
insurer that the plan member has a medical condition that makes the plan 
member’s participation in the program unreasonably difficult or medically 
inadvisable prior to establishing a reasonable alternative standard for obtain- 
ing an incentive or reward. 

(d) Nothing in this section shall prohibit an insurer from offering or giving 
an incentive or reward to a plan member to encourage or reward the member’s 
participation in a voluntary wellness or health improvement program if 
additional incentives or rewards, or uses of incentives or rewards, are 
otherwise permitted by state or federal law. 


History. 
Acts 2011, ch. 118, § 1. 


56-8-113. Remedies and sanctions for breach of, or for alleged unfair 
or deceptive acts or practices in connection with, a con- 
tract of insurance. 


Notwithstanding any other law, title 50 and this title shall provide the sole 
and exclusive statutory remedies and sanctions applicable to an insurer, 
person, or entity licensed, permitted, or authorized to do business under this 
title for alleged breach of, or for alleged unfair or deceptive acts or practices in 
connection with, a contract of insurance as such term is defined in § 56-7- 
101(a). Nothing in this section shall be construed to eliminate or otherwise 
affect any: 

(1) Remedy, cause of action, right to relief or sanction available under 


56-8-201 


common law; 
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(2) Right to declaratory, injunctive or equitable relief, whether provided 
under title 29 or the Tennessee Rules of Civil Procedure; or 
(3) Statutory remedy, cause of action, right to relief or sanction referenced 


in title 50 or this title. 
History. 
Acts 2011, ch. 130, § 1. 


Compiler’s Notes. 
Acts 2011, ch. 130, § 2 provided that the act, 


which enacted this section, shall apply to any 
cause of action accruing on or after April 29, 
2011. 


NOTES TO DECISIONS 


Analysis 


1. Common Law Remedies. 
2. Applicability. 


1. Common Law Remedies. 

Tennessee General Assembly intended the 
scope of this statute to be limited to remedies 
and sanctions of a statutory nature. Conse- 
quently, the statute did not disturb the avail- 
ability of common law remedies and sanctions. 
Lindenberg v. Jackson Nat'l Life INS. Co., — F. 
Supp. 2d —, 2014 U.S. Dist. LEXIS 184081 
(W.D. Tenn. Dec. 9, 2014). 


2. Applicability. 

In an insurance coverage dispute, the trial 
court did not err in allowing the jury to consider 
the Tennessee Consumer Protection Act claim 
following the enactment of T.C.A. § 56-8-113 
because the statute did not apply to the case 
since the insured was indisputably aware of 
sufficient facts prior to the enactment date of 
the statute. Riad v. Erie Ins. Exch., 436 S.W.3d 
256, 2013 Tenn. App. LEXIS 712 (Tenn. Ct. 


App. Oct. 31, 2013), appeal denied, Riad v. Erie 
Ins. Exch., — S.W.3d —, 2014 Tenn. LEXIS 196 
(Tenn. Mar. 4, 2014), superseded by statute as 
stated in, Lindenberg v. Jackson Nat'l Life INS. 
Co., — F. Supp. 2d —, 2014 U.S. Dist. LEXIS 
184081 (W.D. Tenn. Dec. 9, 2014). 

Bad Faith Statute, T.C.A. § 56-7-105, did not 
comprise sole and exclusive remedy for insur- 
er’s bad faith refusal to pay claim because 
language of this statute indicated that Tennes- 
see General Assembly intended only to pre- 
clude remedies and sanctions that were statu- 
tory in nature. Punitive damages were also 
available. Lindenberg v. Jackson Nat’ Life 
INS. Co., — F. Supp. 2d —, 2014 U.S. Dist. 
LEXIS 184081 (W.D. Tenn. Dec. 9, 2014). 

Where the insurer filed a Fed. R. Civ. P. 
12(b)(6) motion to dismiss the insureds’ claim 
for punitive damages, T.C.A. § 56-7-105 did not 
preclude punitive damages; if the Tennessee 
General Assembly wished to eliminate com- 
mon-law punitive damages, it did the opposite 
with T.C.A. § 56-8-113. Carroll v. Nationwide 
Prop. & Cas. Co., — F. Supp. 2d —, 2015 USS. 
Dist. LEXIS 73674 (W.D. Tenn. June 8, 2015). 


PART 2 


DOMESTIC VIOLENCE VICTIMS HEALTH INSURANCE 
PROTECTION ACT 


Code Commission Notes. This part, title 56, 
chapter 8, part 2 was renumbered from title 56, 


56-8-201. Short title. 


chapter 8, part 3 by authority of the Code 
Commission in 2016. 


This part shall be known and may be cited as the “Domestic Violence Victims 


Health Insurance Protection Act.” 
History. 
Acts 1996, ch. 723, § 6; T.C.A. § 56-8-301. 


Code Commission Notes. This section was 
renumbered from § 56-8-301 to § 56-8-201 by 


authority of the Code Commission in 2016. 


Compiler’s Notes. 
The Code Commission transferred numerous 
sections in this title to this part, effective upon 
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the 2016 replacement of this volume. See the 56-8-302 56-8-202 
following parallel reference table for the old 56-8-303 56-8-203 
and new locations. 56-8-304 56-8-204 
Old Sections New Sections 56-8-305 56-8-205 
56-8-301 56-8-201 56-8-306 56-8-206 


56-8-202. Part definitions. 


As used in this part, unless the context otherwise requires: 

(1) “Abuse” means the occurrence of one (1) or more of the following acts: 

(A) Attempting to cause or intentionally, knowingly or recklessly caus- 
ing another person, including a minor child, bodily injury, physical harm, 
severe emotional distress, psychological trauma, rape, sexual assault or 
involuntary sexual intercourse; 

(B) Knowingly engaging in a course of conduct or repeatedly commit- 
ting acts toward another person, including a minor child, including 
following the person or minor child without proper authority, under 
circumstances that place the person or minor child in reasonable fear of 
bodily injury or physical harm; 

(C) Subjecting another person, including a minor child, to false impris- 
onment; or 

(D) Attempting to cause or intentionally, knowingly, or recklessly caus- 
ing damage to property so as to intimidate or attempt to control the 
behavior of another person, including a minor child; 

(2) “Abuse-related medical condition” means a medical condition sus- 
tained by a subject of abuse that arises in whole or part out of an act or 
pattern of abuse; 

(3) “Abuse status” means the fact or perception that a person is, has been, 
or may be a subject of abuse, regardless of whether the person has sustained 
abuse-related medical conditions or has incurred abuse-related claims; 

(4) “Health benefit plan” or “plan” means a policy, contract, certificate or 
agreement offered by a carrier to provide, deliver, arrange for, pay for or 
reimburse any of the costs of health care services. “Health benefit plan” 
includes accident only, credit health, dental, vision, medicare supplement, or 
long-term care coverage issued as a supplement to liability insurance, 
automobile medical payment insurance, short-term and catastrophic health 
insurance policies, and a policy that pays on a cost-incurred basis. “Health 
benefit plan” does not include workers’ compensation or similar insurance; 

(5) “Health carrier” means an entity subject to the insurance laws and 
regulations of this state, or subject to the jurisdiction of the commissioner, 
that contracts or offers to contract to provide, deliver, arrange for, pay for or 
reimburse any of the cost of health care services, including a sickness and 
accident insurance company, a health maintenance organization, a nonprofit 
hospital and health service corporation, or any other entity providing a plan 
of health insurance, health benefits or health services; 

(6) “Insured” means a party named on a policy, certificate or health benefit 
plan as the person with legal rights to the benefits provided by the policy, 
certificate or health benefit plan. For group insurance, “insured” includes a 
person who is a beneficiary covered by a group policy, certificate, or health 
benefit plan; 
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(7) “Policy” means a contract of insurance, certificate, indemnity, surety- 
ship, or annuity issued, proposed for issuance, or intended for issuance by an 
insurer, including endorsements or riders to an insurance policy or contract; 

(8) “Subject of abuse” means a person to whom a family member, or a 
current or former household member, intimate partner, or caretaker, or a 
perpetrator of sexual assault, a stalker or a sex offender has directed an act 
as defined in subdivision (1); who has current or prior injuries, illnesses or 
disorders that resulted from abuse; or who seeks, may have sought or had 
reason to seek medical or psychological treatment for abuse, or protection, 
court-ordered protection or shelter from abuse; and 

(9) “Underwrite” means to properly classify individuals who request 
insurance coverage and includes, but is not limited to, the acts of refusal to 
insure, refusal to continue to insure, limiting the amount, extent or kind of 
coverage, or charging a different rate for coverage. 


History. renumbered from § 56-8-302 to § 56-8-202 by 
Acts 1996, ch. 723, § 1; T.C.A. § 56-8-302. authority of the Code Commission in 2016. 


Code Commission Notes. This section was 


56-8-203. Discriminatory acts prohibited. 


No insurer or health carrier may engage in an unfairly discriminatory act or 
practice, as defined in § 56-8-204, against a subject of abuse on the basis of 
that abuse status. 


History. Compiler’s Notes. 
Acts 1996, ch. 723, § 2; T.C.A. § 56-8-303. Section 56-8-304 referenced in this section 


Code Commission Notes: | This section Wan Sn res Oo ee nae Bt sty 


renumbered from § 56-8-303 to § 56-8-203 by of the code commission in 2016. 
authority of the Code Commission in 2016. 


56-8-204. Discriminatory acts defined. 


(a) Any of the following acts are prohibited as unfairly discriminatory: 

(1) Denying, refusing to issue, renew or reissue, canceling or otherwise 
terminating a health benefit plan, or restricting or excluding health benefit 
plan coverage, or adding a premium differential to any health benefit plan on 
the basis of the applicant’s or insured’s abuse status; 

(2) Excluding or limiting coverage or denying a claim incurred by an 
insured as a result of abuse on the basis of the insured’s abuse status; 

(3) Terminating group coverage for a subject of abuse on the basis of the 
insured’s abuse status where coverage was originally issued in the name of 
the abuser and the abuser has divorced, separated from, or lost custody of 
the subject of abuse, or the abuser’s coverage has terminated voluntarily or 
involuntarily. Nothing in this subdivision (3) prohibits the insurer or health 
carrier from requiring the subject of abuse to pay the full premium for the 
person’s coverage under the health plan or from requiring the subject of 
abuse to reside or work within its service area. Nothing in this subdivision 
(3) gives a subject of abuse any greater rights than the subject would 
otherwise have had to continued coverage under Tennessee or federal law. 
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The continuation coverage required by this section shall be satisfied by any 
COBRA coverage provided to a subject of abuse and is not intended to be in 
addition to any coverage provided under COBRA; or 

(4) Disclosing or transferring any information, by a person employed by or 
contracting with a health carrier, relating to an applicant’s or insured’s 
abuse status or abuse-related medical condition, or the applicant’s or 

insured’s status as a family member, employer or associate of, or in a 

relationship with a subject of abuse, except: 

(A) For purposes related to the provision of health care services; 

(B) For the purpose of administering claims, utilization review or case 
management; or 

(C) Where required by the commissioner or a court of competent 
jurisdiction. 

(b) Nothing in this section shall be construed to prohibit a health carrier 
from asking an applicant or insured about a medical condition, even if the 
condition is abuse-related, or using information thereby obtained for the 
purpose of acts or practices permitted by this part. A subject of abuse, at the 
subject’s absolute discretion, may provide evidence of abuse to a health carrier 
for the limited purpose of facilitating treatment of an abuse-related condition 
or demonstrating that a medical condition is abuse-related, and nothing in this 
section shall be construed as authorizing the health carrier to disregard that 
information. 


History. Consolidated Omnibus Budget Reconciliation 
Acts 1996, ch. 723, § 3; T.C.A. § 56-8-304. Act of 1985, codified throughout the United 


Code Commission Notes. This section was States Code. 


renumbered from § 56-8-304 to § 56-8-204 by Section to Section References. 
authority of the Code Commission in 2016. This section is referred to in § 56-8-203. 


Compiler’s Notes. 
“COBRA,” referred to in this section, is the 


56-8-205. Permissible actions by insurers. 


Underwriting in accordance with the standards set forth in this section shall 
be deemed not to be a violation of this part. Upon request of the commissioner, 
a health carrier or insurer of an individual or group policy that has taken an 
action that adversely affects a subject of abuse on the basis of an abuse-related 
medical condition must explain the reason for its action to the commissioner in 
writing and must be able to demonstrate that its action: 

(1) Does not have the purpose or effect of treating abuse status as a 
medical condition or underwriting criterion; 

(2) Is otherwise permissible by law and applies in the same manner and 
to the same extent to all applicants and insureds with a similar medical 
condition without regard to whether the condition or claim is abuse-related; 
and 

(3) Is based on a determination, made in conformance with actual or 
reasonably anticipated actuarial experience. 
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History. renumbered from § 56-8-305 to § 56-8-205 by 
Acts 1996, ch. 723, § 4; T.C.A. § 56-8-305. authority of the Code Commission in 2016. 


Code Commission Notes. This section was 


56-8-206. Investigations. 


The commissioner shall conduct a reasonable investigation based on a 
written and signed complaint received by the commissioner and issue a prompt 
determination as to whether a violation of this part has occurred. If the 
commissioner finds from the investigation that a violation of this part may 
have occurred, the commissioner shall promptly begin proceedings to address 
the violation pursuant to §§ 56-8-108 and 56-8-109. 


History. renumbered from § 56-8-306 to § 56-8-206 by 
Acts 1996, ch. 723, § 5; T.C.A. § 56-8-306. authority of the Code Commission in 2016. 


Code Commission Notes. This section was 
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A ADMINISTRATIVE PROCEDURE. 
Insurance. 
ACCESS TENNESSEE HEALTH Producer controlled property or casualty 
INSURANCE PROGRAM, §§56-7-2901 insurers. 
to 56-7-2916. Violations of part. 


Applicability of act, §56-6-604. 
ACCOUNTS AND ACCOUNTING. Violations of provisions of part. 


Insurance. Hearings and judicial review. 
Department of commerce and insurance. Applicability of act, §56-6-507. 
Division of regulatory boards. 
Money collected by boards attached to ADOPTION. 


division. Hospital and medical service 
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Managing general agents. Dependent child coverage, §56-7-2302. 
Required to render detailed accounts of Insurance. bit 
transactions, §56-6-504. ripe +r oo ee ee 
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Insurance. §56-7-2302. 
Unfair trade and claims settlement 
practices. ADULT ABUSE. ib 
Depository institutions selling insurance, Domestic violence victims health 
§56-8-106. insurance protection, §§56-8-201 to 
ACTIONS. any an an 56-8-301 to 56-8-306. 
metres ReaD esee? health insurance Domestic violence victims health insurance 
é : tection, §§56-8-201 to 56-8-206 
Recovery of uncovered benefits paid, Sty - : 
$56-7-2910. 56-8-301 to 56-8-306. 
Health insurance. ADVERTISING. 
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program. Insurance. 
Recovery of uncovered benefits paid, Unfair trade and claims settlement 
§56-7-2910. practices, §56-8-104. 
Insurance. Insurance. 
Companies. Administrators, §56-6-405. 
Certificates of authority. Companies soliciting contracts by 
No action to be maintained without advertisements. 
certificate of authority, §56-2-109. Claims office required, §56-3-201. 
Payments to or on behalf of client prior to Medicare supplement insurance, 
trial. §56-7-1407. 
Effect, §56-7-131. Review of advertisements, §56-7-1507. 
Unfair trade and claims settlement Unfair trade and claims settlement 
practices. practices. 
Injunction of violations, §56-8-109. False advertising or misrepresentation, 
ACTUARIES. §56-8-104. 
Insurance policies. AERONAUTICS. 
Standard valuation law. Insurance. 
Actuarial analysis of reserves and Aircraft liability and aircraft hull 
supporting assets, opinion issued, insurance, 
§56-1-903. Application of part, §56-5-101. 
ADJUSTERS. AGED PERSONS. 
Crop insurance adjusters, §§56-6-1001 to Insurance. 
56-6-1009. Accident prevention course for older 
Insurance public adjusters, §§56-6-901 to drivers. 
56-6-920. Reductions in premiums, §56-7-1107. 
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AGED PERSONS —Cont’d 
Insurance —Cont’d 
Department of commerce and insurance. 
Office to assist older persons concerning 
insurance, §56-1-211. 
Motor vehicles. 
Auto insurance. 
Accident prevention course for older 
drivers. 
Reduction in premiums, §56-7-1107. 


AGENTS. 
Fraternal benefit societies. 
Compensation, §56-3-105. 
Insurance. 
Agents and solicitors. 
Insurance producers, §§56-6-101 to 
56-6-126. 
Managing general agents. 
General provisions, §§56-6-501 to 56-6-510. 
Travel agents. 
Travel insurance producer limited licenses, 
§§56-6-1401 to 56-6-1407. 


AGRICULTURE. 
Crop insurance adjusters, §§56-6-1001 to 
56-6-1009. 
Insurance. 
Crop insurance adjusters, §§56-6-1001 to 
56-6-1009. 


ANIMALS. 
Insurance. 
Pets, §§56-7-2101 to 56-7-2103. 
Pet insurance, §§56-7-2101 to 56-7-2103. 


ANNUITIES. 
Debtor and creditor. 

Annuity for or assigned to spouse, children 
or dependent relatives exempt from 
claims of creditors, §56-7-203. 

Deposits. 

Restrictions, §56-7-205. 

Insurance standard valuation law. 

Minimum standard computation. 

Annuities and pure endowment contracts, 
§56-1-905. 
Medical records release authorization. 

Death benefits payable under life insurance 
policy or annuity contract, claim for, 
§56-7-134. 

Policies of insurance. 
Deferred individual annuity contracts. 
Minimum guaranteed surrender value, 
§56-7-112. 
Restrictions on deposits, §56-7-205. 
Unclaimed life insurance benefits. 

Death master file (DMF). 

Comparing policies, annuities and 
account owners against DMF, 
§56-7-3404. 


APPEALS. 
Health insurance. 
Pharmacy benefits managers. 
Maximum allowable cost list. 
Appeal of cost of list items, §56-7-3108. 
Insurance. 
Companies. 
Financial requirements. 
In addition to minimum requirements, 
§56-2-120. 
Rules and regulations. 
Violations, §56-3-118. 
Foreign and alien insurance companies. 
Investment violations, §56-3-117. 
Managing general agents. 
Violations of provisions of part. 
Judicial review. 
Applicability of administrative 
procedures act, §56-6-507. 
Rates and rating organizations. 
Aggrieved persons, §56-5-109. 


ASSESSMENTS. 
John Doe warrants. 
Uninsured motor vehicle coverage, 
§56-7-1206. 


ASSIGNMENTS. 
Insurance. 
Health care provider. 
Assignment of benefits to, §56-7-120. 
Life insurance. 
Loans on policies. 
Assignment of policy as security for 
loans, §56-7-204. 
Managing general agents. 
Contracts required for business between 
agent and insurer. 
Assignment prohibited, §56-6-504. 


ATTORNEYS AT LAW. 
Insurance. 
Foreign and alien insurance companies. 
Bad faith failure to pay claim. 
Recovery of attorneys’ fees, §56-7-105. 


AUDITS. 
Access Tennessee health insurance 
program, §56-7-2907. 
Health insurance. 
Access Tennessee health insurance 
program, §56-7-2907. 
Pharmacy benefit managers. 
Conducting audit of pharmacist or 
pharmacy records, §56-7-3103. 
Insurance. 
Reinsurance intermediaries. 
Auditing by insurer, §56-6-805. 
Pharmacist or pharmacy records. 
Rights, §56-7-3103. 
Pharmacy benefit managers. 
Conducting audit of pharmacist or 
pharmacy records, §56-7-3103. 
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AUTISM. 
Health insurance coverage of autism 
spectrum disorders, §56-7-2367. 


B 


BAD FAITH PENALTY. 
Insurance companies. 
Failure to pay claims promptly. 
Additional liability when refusal not in 
good faith, §56-7-105. 


BANKS AND FINANCIAL 
INSTITUTIONS. 
Insurance. 
Companies offering only surety insurance. 
State bank may own, operate or manage, 
§56-6-201. 
Unfair trade and claims settlement 
practices. 
Commissioner’s authority generally, 
§56-8-107. 
Depository institutions selling insurance, 
§56-8-106. 
Rulemaking hearing, §56-8-108. 


BOARDS AND COMMISSIONS. 
Division of regulatory boards, §§56-1-301 
to 56-1-313. 


BOND ISSUES. 
Insurance. 
Companies. 
Valuation of bonds, §56-3-113. 


BONDS, SURETY. 
Insurance. 
Department of commerce and insurance. 
Division of regulatory boards. 
Bonds of director and assistants, 
§56-1-305. 
Managing general agents. 
Commissioner may require, §56-6-503. 
Reinsurance intermediaries, §56-6-803. 
Insurance adjuster licensing, §56-6-911. 


BONE MASS MEASUREMENT 
COVERAGE ACT, §56-7-2506. 


BONES. 
Osteoporosis. 
Insurance coverage for bone mass 
measurement, §56-7-2506. 


BOYCOTTS. 
Insurance unfair trade and claims 
settlement practices, §56-8-104. 


BREAST CANCER. 
Mammograms. 
Insurance coverage required, §56-7-2502. 
Reconstructive breast surgery. 
Insurance coverage, §56-7-2507. 


BRITTLE BONES. 
Insurance coverage for bone mass 
measurement, §56-7-2506. 


CANCER. 
Clinical trials. 
Health insurance coverage, §56-7-2365. 
Colorectal cancer early detection. 
Insurance. 
Mandated insurer or plan coverage, 
§56-7-2363. 
Insurance. 
Cancer treatment, §56-7-2504. 
Mandated insurer or plan coverage. 
Clinical trials. 
Health insurance coverage related to 
clinical trials, §56-7-2365. 
Colorectal cancer early detection, 
§56-7-2363. 

Prostate cancer detection, §56-7-2354. 
Prostate cancer detection, §56-7-2354. 
Reconstructive breast surgery, §56-7-2507. 

Mammography screening. 
Insurance coverage requirements, 
§56-7-2502. 


CAPTIVE INSURANCE COMPANIES. 
Fees. 
Schedule of fees, §56-4-101. 
Rating organizations. 
Rating plan submitted by company 
providing workers’ compensation 
coverage, §56-5-113. 


CASTLE DOCTRINE. 
Insurance policies for use of justifiable 
force. 
Commissioner to study impediments to 
writing, §56-1-108. 


CASUALTY AND FIDELITY INSURANCE. 
Authorized, §56-2-204. 
Companies. 
Risk limitations, §56-3-116. 
Applicability of section, §56-3-116. 
Valuation. 
Actuarial opinion statement, §§56-1-419, 
56-1-420. 
Data disclosure requirements. 
Commissioner to adopt, §56-1-103. 
Defined, §56-2-201. 
Policies. 
General contractor as a payee, §56-7-111. 
Rate adjustments. 
Data concerning. 
Commissioner authorized to request, 
§56-1-103. 


CATALOGUE OR MAIL ORDER SALES. 
Drugs. 
Legend drugs. 
Insurer requiring, §56-7-117. 


CATASTROPHIC ILLNESSES. 
Major medical insurance coverage plans 
for in-patient hospital care. 
Insurers encouraged to develop, 
requirements for plans, §56-7-127. 
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CEASE AND DESIST ORDERS. 
Health insurance. 
Navigators for health care exchanges. 
Enforcement of violations, §56-6-1303. 
Insurance. 
Companies. 
Certificates of authority. 
Violations of requirement, §§56-2-302 to 
56-2-304. 


CELLULAR TELEPHONES. 
Insurance on portable electronics, 
§§56-6-1101 to 56-6-1107. 


CHARITIES. 
Insurance. 
Life insurance. 
Insurable interest, §56-7-314. 


CHILDREN. 
Newborn infants. 
Medical care prior to hospital discharge, 
§56-7-2350. 


CHIROPRACTORS. 
Discrimination. 
Insurance. 
Reimbursable services within scope of 
practice. 
Discrimination prohibited, §56-7-2404. 
Health insurance. 
Employer-based insurance plans. 
Copayment and coinsurance equity 
compared to physician visits, 
§56-7-2409. 
Insurance. 
Employer-based insurance plans. 
Copayment and coinsurance equity 
compared to physician visits, 
§56-7-2409. 
Entities providing chiropractic service. 
Jurisdiction over insurers, §56-7-1010. 
Excuse for absence of employee or student, 
§56-7-119. 
Reimbursement for services within scope of 
practice, §56-7-2404. 
Jurisdiction. 
Insurance companies. 
Entities providing chiropractic service. 
Jurisdiction over insurers, §56-7-1010. 


CHLAMYDIA. 
Insurance. 
Screening test, §56-7-2606. 


CLINICAL TRIALS. 
Health insurance coverage, §56-7-2365. 
TennCare non-coverage, §56-7-2365. 


COBRA COVERAGE OF HEALTH 
INSURANCE. 

Health insurance portability, availability 
and renewability, §§56-7-2801 to 
56-7-2814. 


COERCION. 
Insurance unfair trade and claims 
settlement practices, §56-8-104. 


COLORECTAL CANCER. 
Early detection. 
Insurance. 


Mandated insurer or plan coverage, 
§56-7-2363. 


COMMERCIAL RISK INSURANCE. 
Cancellation. 
Citation of part, §56-7-1801. 
Definition, §56-7-1802. 
Noncompliance with provisions. 
Unfair trade practice, §56-7-1807. 
Notice. 
Failure to comply with requirements, 
§56-7-1805. 
Prerequisites for effective notice, 
§56-7-1803. 
Contents of notices, §56-7-1804. 
Delivery of notice, §56-7-1804. 
Revision of rates, §56-7-1806. 
Rules and regulations. 
Promulgation, §56-7-1808. 
Short title of part, §56-7-1801. 
Unfair trade practice. 
Noncompliance with provision, 
§56-7-1807. 
Revision of rates. 
Notice, §56-7-1806. 


COMPROMISE AND SETTLEMENT. 
Insurance. 
Unfair trade and claims settlement 
practices, §§56-8-101 to 56-8-111. 


COMPUTERS. 
Insurance. 
Investments of domestic life insurance 
companies. 
Purchase of computers, §56-3-307. 


CONFIDENTIALITY OF INFORMATION. 

Domestic violence victims health 
insurance protection, §§56-8-204, 
56-8-304. 

Genetic information nondiscrimination 
in health insurance. 

Disclosures prohibited, §56-7-2704. 

Health insurance. 
Health care service utilization review. 
Agents. 
Standards. 
Minimum standards, §56-6-705. 
Insurance. 

Domestic violence victims health insurance 
protection, §§56-8-204, 56-8-304. 

Examination of insurers, §56-1-411. 

Genetic information nondiscrimination in 
health insurance, §56-7-2704. 

Health information of patients, release, 
§56-7-124. 

Sharing of confidential information 
maintained by commissioner, 
§56-2-801. 

Standard valuation law. 

Confidential information generally, 
§56-1-917. 
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CONFIDENTIALITY OF INFORMATION 
—Cont’d 
Insurance —Cont’d 
Standard valuation law —Cont’d 
Confidentiality of information received for 
actuarial opinion, §56-1-903. 
Unfair trade and claims settlement 
practices. 
Disclosure of nonpublic personal 
information, §56-8-104. 
Investigations and examinations, 
information submitted for, §56-8-107. 
Insurance producers. 
Information obtained during investigation, 
§§56-6-117, 56-6-120. 


CONFLICT OF LAWS. 
Health insurance portability, availability 
and renewability, §56-7-2813. 


CONFLICTS OF INTEREST. 
Access Tennessee health insurance 
program. 
Conflicts of interest in serving on board or 
as administrator, §56-7-2903. 
Insurance. 
Commissioner not to be interested in 
insurance corporations, §56-1-203. 
Companies. 
Directors and officers. 
Pecuniary interest in investment or 
disposition of funds, §§56-3-103, 
56-3-104. 


CONSENT. 
Medical treatment, confirmation of 
verbal authorization, §56-2-123. 


CONSTRUCTION AND 
INTERPRETATION. 
Health insurance. 
Navigators for health care exchanges. 
Severability of provisions, §56-6-1305. 
Insurance. 
Standard valuation law. 
Conflict with other provisions, effect, 
§56-1-919. 
Effective date of provisions, §56-1-919. 


CONSUMER PROTECTION. 
Motor vehicles. 
Automobile glass replacement or repair, 
§§56-7-1113 to 56-7-1117. 


CONTINUING EDUCATION. 
Crop insurance adjusters, §56-6-1005. 
Insurance adjusters, §56-6-912. 

Crop insurance adjusters, §56-6-1005. 


CONTRACTS. 
Health insurance. 
Contracts with health care providers, 
§§56-7-3301 to 56-7-3304. 
Credentialing and contracting by health 
insurance entities, §56-7-1001. 
Small employer group health coverage. 
Health group cooperatives of small 
employers. 
Duties generally, §56-7-2210. 


INDEX 


CONTRACTS —Cont’d 
Health insurance —Cont’d 
Small employer group health coverage 
—Cont’d 
Health group cooperatives of small 
employers —Cont’d 
Prerequisites to contracting with small 
employer insurer, §56-7-2211. 
Insurance. 
Adjusters, contracts for services, §56-6-914. 
Companies. 
Examinations. 
Contracts with qualified actuaries and 
financial examiners, §56-1-413. 
Managing general agents. 
Contract required for business between 
agent and insurer, §56-6-504. 
Required provisions, §56-6-504. 
Termination. 
Duties of insurers doing business 
with agents, §56-6-505. 
Policies, §§56-7-101 to 56-7-3406. 
Reinsurance intermediaries. 
Written contract between reinsurance 
intermediary manager and reinsurer, 
§56-6-807. 


COOPERATIVES. 
Health insurance. 
Small employer group health coverage. 
Health group cooperatives of small 
employers, §§56-7-2208 to 56-7-2211. 


COSTS. 
Insurance. 
Department of commerce and insurance. 
Division of regulatory boards. 
Assessment of investigatory and 
hearing costs, §56-1-311. 


COUNTIES. 
Insurance. 
County employees and officials. 
Group insurance for county employees. 
State mandated health benefits. 
Applicability to private insurers, 
public insurance programs and 
managed care organizations 
contracting to provide insurance 
through TennCare, §56-7-1005. 
State mandated health benefits. 
Applicability to private insurers, public 
insurance programs and managed 
care organizations contracting to 
provide insurance through 
TennCare, §56-7-1005. 
Motor vehicles. 
Personal automobile insurance of county 
employees, §56-7-1108. 
Motor vehicles. 
Insurance. 
Personal automobile insurance of county 
employees, §56-7-1108. 
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CREDIT SCORES. 
Insurance companies. 
Use to underwrite and rate risks for 
personal insurance, §§56-5-201 to 
56-5-207. 


CRIMINAL HISTORY RECORDS 
CHECKS. 


Department of commerce and insurance. 


Authority to query criminal history records 
system, §56-1-107. 
Insurance adjuster licensing, §56-6-904. 


CRIMINAL LAW AND PROCEDURE. 
Insurance. 
Agents and solicitors. 
Time-price differential payments. 
Violations of provisions, §56-6-305. 
Certificates of authority. 
Issuance of fraudulent certificates, 
§56-4-104. 
Examination of insurance companies. 
Failure to testify before commissioner or 
obstruction of examination, 
§56-1-412. 
Fees. 
Receipt of illegal fees, §56-4-104. 
Foreign or alien government controlled 
insurance companies. 
Violations of provisions, §56-2-403. 
Industrial insurance. 
Violations of provisions, §56-7-709. 


CROP INSURANCE ADJUSTERS, 
§§56-6-1001 to 56-6-1009. 
Claims records, §56-6-1006. 
Commissioner of commerce and 
insurance. 
Powers and duties, §§56-6-1004, 56-6-1008, 
56-6-1009. 
Continuing education, §56-6-1005. 
Definitions, §56-6-1001. 
Expertise sufficient to undertake 
adjustment of claims, §56-6-1007. 
Investigations by commissioner, 
§56-6-1008. 
Licenses. 
Applications, §56-6-1003. 
Continuing education, §56-6-1005. 
Examinations, §56-6-1005. 
Required, §56-6-1002. 
Standards for, §56-6-1004. 
Setting by commissioner, §56-6-1009. 
Requirements for acting as, §§56-6-1002, 
56-6-1007. 
Rules and regulations, §§56-6-1004, 
56-6-1009. 


CROPS. 
Insurance. 
Crop insurance adjusters, §§56-6-1001 to 
56-6-1009. 


D 
DEADLY FORCE. 
Insurance policies for use of justifiable 
force. 


Commissioner to study impediments for 
writing, §56-1-108. 


DEBTORS AND CREDITORS. 
Annuities. 
Spouse or children or dependent relatives 
exempt from claims of creditors, 
§56-7-208. 


DEFINED TERMS. 
Abuse. 
Domestic violence victims health insurance 
protection, §§56-8-202, 56-8-302. 
Abuse-related medical condition. 
Domestic violence victims health insurance 
protection, §§56-8-202, 56-8-302. 
Abuse status. 
Domestic violence victims health insurance 
protection, §§56-8-202, 56-8-302. 
Acceptable collateral. 
Domestic life insurance companies, 
§56-3-302. 
Access Tennessee. 
Access Tennessee health insurance 
program, §56-7-2902. 
Accident and health insurance. 
Insurance companies, §56-2-201. 
Accident and health insurance contracts. 
Standard valuation law, §56-1-901. 
Account owners. 
Unclaimed life insurance benefits, 
§56-7-3403. 
Actual reimbursement. 
Health insurance. 
Pharmacy benefits, §56-7-3201. 
Actuarial certification. 
Insurance. 
Small employer group health coverage, 
§56-7-2203. 
Actuary. 
Managing general agents act, §56-6-502. 
Reinsurance intermediaries, §56-6-802. 
Adjuster. 
Insurance unfair trade and claims 
settlement practices, §56-8-102. 
Administrator. 
Insurance, §56-6-401. 
Admitted assets. 
Domestic life insurance companies, 
§56-3-302. 
Adverse action. 
Credit scores. 

Use of credit information to underwrite 
and rate risks for personal insurance, 
§56-5-201. 

Adverse determination. 
Health care service utilization review, 
§56-6-703. 
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DEFINED TERMS —Cont’d 
Advisory organization. 
Insurance ratemaking, §56-5-102. 
Advisory prospective loss costs. 
Insurance ratemaking, §56-5-102. 
Affiliate. 
Credit scores. 


Use of credit information to underwrite 
and rate risks for personal insurance, 


§56-5-201. 
Insurance companies, tax reduction for 
in-state investments, §56-4-210. 
Affiliate of a depository institution. 
Insurance unfair trade and claims 
settlement practices, §56-8-102. 
Affiliate or affiliated. 
Domestic life insurance companies, 
§56-3-302. 
Affiliation period. 
Health insurance portability, §56-7-2802. 
Aggregate lifetime limit. 
Health insurance, §56-7-2601. 
Insurance coverage for mental health 
services, §56-7-2360. 
All payer claims database. 
Health insurance, §56-2-125. 
Anatomic pathology services. 
Health insurance, §56-7-1015. 
Annual limit. 
Health insurance, §56-7-2601. 
Insurance coverage for mental health 
services, §56-7-2360. 
Annuity. 
Unclaimed life insurance benefits, 
§56-7-3403. 
ANSI. 
Insurance for sinkhole losses, §56-7-130. 
Applicants. 
Medicare, §56-7-1501. 
Appointed actuary. 
Standard valuation law, §56-1-901. 
Asymmetric conduct. 
Unclaimed life insurance benefits, 
§56-7-3403. 
Autism spectrum disorders. 
Health insurance, §56-7-2367. 
Base premium rate. 
Insurance. 
Small employer group health coverage, 
§56-7-2203. 
Beneficiaries. 
Health insurance portability, §56-7-2802. 
Unclaimed life insurance benefits, 
§56-7-3403. 
Boiler insurance, §56-2-201. 
Bona fide association. 
Health insurance portability, §56-7-2802. 
Bone mass measurement. 
Insurance, §56-7-2506. 
Building stabilization or foundation 
repairs. 
Insurance for sinkhole losses, §56-7-130. 


Burglary and theft insurance, §56-2-201. 
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DEFINED TERMS —Cont’d 
Business entity. 

Domestic life insurance companies, 
§56-3-302. 

Insurance producer licensing, §56-6-102. 

Cancel. 

Homeowners insurance, inquiries by 
insured as to policy or loss under 
policy, §56-7-113. 

Cap. 

Domestic life insurance companies, 

§56-3-302. 
Capital and surplus. 

Domestic life insurance companies, 

§56-3-302. 
Carriers. 

Insurance. 

Small employer group health coverage, 
§56-7-2203. 
Case characteristics. 

Insurance. 

Small employer group health coverage, 
§56-7-2203. 
Cash equivalents. 
Domestic life insurance companies, 
§56-3-302. 

Casualty insurance. 

Insurance companies, §56-2-201. 
Catastrophic disaster. 

Insurance adjusters, §56-6-902. 
Certificate forms. 

Medicare, §56-7-1501. 
Certificates. 

Insurance unfair trade and claims 
settlement practices, §56-8-102. 

Medicare, §56-7-1501. 

Charitable organizations. 

Purchase or assignment of life insurance, 

§56-7-314. 
Child or children. 

Health insurance coverage for hearing aids 

for children, §56-7-2368. 
Chlamydia screening test, §56-7-2606. 
Church plan. 

Access Tennessee health insurance 
program, §56-7-2902. 

Health insurance portability, §56-7-2802. 

Claims. 


Credit life and health insurance, §56-7-904. 


Homeowners insurance, inquiries by 
insured as to policy or loss under 
policy, §56-7-113. 

Insurance unfair trade and claims 
settlement practices, §56-8-102. 

Claims incurred. 


Credit life and health insurance, §56-7-904. 


Class of business. 

Insurance. 

Small employer group health coverage, 
§56-7-2203. 

Clean claim. 

Insurance policies, §56-7-109. 
Clearing corporation. 

Insurance securities, §56-3-902. 
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Clinical criteria. Cooperatives. 
Health care service utilization review, Small employer group health coverage, 
§56-6-703. §56-7-2203. 
Clinical staff. Copayments. 


Health and accident insurance, §56-7-2601. 
COBRA continuation coverage. 
Access Tennessee health insurance 
program, §56-7-2902. 
COBRA continuation provision. 
Health insurance portability, §56-7-2802. 
Coinsurance. 

Employer-based health insurance, 
copayment and coinsurance equity for 
chiropractors or occupational/physical 
therapists compared to physician visits, 
§56-7-2409. 

Health insurance, copayment and 
coinsurance equity for physician 
assistant visits compared to physician 
visits, §56-7-2410. 

Collar. 

Domestic life insurance companies, 

§56-3-302. 
Collision insurance, §56-2-201. 
Commercial risk insurance, §56-7-1802. 
Insurance ratemaking, §56-5-102. 
Community mental health centers. 
Health and accident insurance, §56-7-2601. 
Companies. ’ 
Easy to read policy act, §56-7-1603. 
Insurance, §56-1-102. 
Life insurance policies, §56-7-311. 
Standard valuation law, §56-1-901. 
Company adjusters. 

Insurance adjusters, §56-6-914. 
Compensation. 

Credit life and health insurance, §56-7-902. 
Confidential information. 

Standard valuation law, §56-1-917. 
Consumer reporting agency. 

Credit scores. 

Use of credit information to underwrite 
and rate risks for personal insurance, 
§56-5-201. 

Consumers. 

Credit scores. 

Use of credit information to underwrite 
and rate risks for personal insurance, 
§56-5-201. 

Contract of insurance. 

Insurance policies, §56-7-101. 

Control. 

Business transacted with producer 
controlled property or casualty insurer 
act, §56-6-602. 

Insurance companies, tax reduction for 
in-state investments, §56-4-210. 

Controlled. 

Business transacted with producer 
controlled property or casualty insurer 
act, §56-6-602. 

Controlling persons. 
Reinsurance intermediaries, §56-6-802. 


Employer-based health insurance, 
copayment and coinsurance equity for 
chiropractors or occupational/physical 
therapists compared to physician visits, 
§56-7-2409. 

Health insurance, copayment and 
coinsurance equity for physician 
assistant visits compared to physician 
visits, §56-7-2410. 

Counterparty exposure amount. 

Domestic life insurance companies, 
§56-3-302. 

Covered entity. 
Pharmacy benefits managers, §56-7-3102. 
Covered person. 

Employer-based health insurance, 
copayment and coinsurance equity for 
chiropractors or occupational/physical 
therapists compared to physician visits, 
§56-7-2409. 

Health insurance, copayment and 
coinsurance equity for physician 
assistant visits compared to physician 
visits, §56-7-2410. 

Health insurance, payment error correction, 
§56-7-110. 

Covered personal property. 

Self-service storage insurance, §56-6-1201. 
Covered structure. 

Insurance for sinkhole losses, §56-7-130. 
Creditable coverage. 

Access Tennessee health insurance 
program, §56-7-2902. 

Health insurance portability, §56-7-2802. 

Credit information. 

Credit scores. 

Use of credit information to underwrite 
and rate risks for personal insurance, 
§56-5-201. 

Credit insurance. 

Insurance companies, §56-2-201. 
Credit life insurance. 

Insurance policies, §56-7-904. 
Creditors. 

Credit life and health insurance, 
§§56-7-902, 56-7-904. 

Credit report. 
Credit scores, insurance underwriting, 
§56-5-201. 
Crop. 
Crop insurance adjusters, §56-6-1001. 
Custodians. 
Insurance securities, §56-3-902. 
Customers. 

Insurance on portable electronics, 
§56-6-1101. 

Insurance unfair trade and claims 
settlement practices, §56-8-102. 
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Death master file. 
Unclaimed life insurance benefits, 
§56-7-3403. 
Death master file match. 
Unclaimed life insurance benefits, 
§56-7-3403. 
Debtors. 


Credit life and health insurance, §56-7-904. 


Dependents. 
Insurance. 
Small employer group health coverage, 
§56-7-2203. 
Depository institution. 
Insurance unfair trade and claims 
settlement practices, §56-8-102. 
Deposit-type contract. 
Standard valuation law, §56-1-901. 
Derivative instrument. 
Domestic life insurance companies, 
§56-3-302. 
Derivative transaction. 
Domestic life insurance companies, 
§56-3-302. 
Designated responsible producer. 
Travel insurance producer limited licenses, 
§56-6-1402. 
Digital network. 
Exclusions from motor vehicle insurance 
coverage, §56-7-1119. 
DMF. 
Unclaimed life insurance benefits, 
§56-7-3403. 
DMF match. 
Unclaimed life insurance benefits, 
§56-7-3403. 
Dollar roll transaction. 
Domestic life insurance companies, 
§56-3-302. 
Domestic. 
Insurance, §56-1-102. 
Drivers. 
Exclusions from motor vehicle insurance 
coverage, §56-7-1119. 
DRP. 
Travel insurance producer limited licenses, 
§56-6-1402. 
Duplicate claims. 
Insurance policies, §56-7-109. 
Elevator insurance, §56-2-201. 
Eligible employees. 
Insurance. 
Small employer group health coverage, 
§56-7-2203. 
Eligible individual. 
Health insurance portability, §56-7-2809. 
Emergency medical condition. 
Health insurance, §56-7-2355. 
Emergency services. 
Health insurance, §56-7-2355. 
Employees. 
Health insurance portability, §56-7-2802. 
Employer contribution rule. 
Health insurance portability, §56-7-2805. 


DEFINED TERMS —Cont’d 
Employers. 
Health insurance portability, §56-7-2802. 
Engineer. 
Insurance for sinkhole losses, §56-7-130. 
Enrolled customer. 
Insurance on portable electronics, 
§56-6-1101. 
Enrolled occupant. 
Self-service storage insurance, §56-6-1201. 
Enrollee. 
Health care service utilization review, 
§56-6-703. 
Enrollment date. 
Health insurance portability, §56-7-2802. 
Equity interests. 
Domestic life insurance companies, 
§56-3-302. 
Equity security. 
Insurance companies, §56-3-701. 
ERISA. 
Access Tennessee health insurance 
program, §56-7-2902. 
Excepted benefits. 
Health insurance portability, §56-7-2802. 
Exchange. 
Navigators for health care exchanges, 
§56-6-1301. 
Exempt commercial risk policyholder, 
§56-5-122. 
Existing group contract. 
Credentialing and contracting by health 
insurance entities, §56-7-1001. 
Family member. 
Genetic information nondiscrimination, 
§56-7-2702. 
Federal governmental plan. 
Health insurance portability, §56-7-2802. 
Federally defined eligible individual. 
Access Tennessee health insurance 
program, §56-7-2902. 
Fictitious grouping. 
Insurance unfair trade and claims 
settlement practices, §56-8-102. 
Final adverse determination. 
Health care service utilization review, 
§56-6-703. 
Fingerprints. 
Crop insurance adjusters, §56-6-1001. 
Insurance adjusters, §56-6-902. 
Fixed charges. 
Domestic life insurance companies, 
§56-3-302. 
Floor. 
Domestic life insurance companies, 
§56-3-302. 
Foreign. 
Insurance, §56-1-102. 
Foreign decree. 
Insurance companies, §56-2-702. 
Foreign investment. 
Domestic life insurance companies, 
§56-3-302. 
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DEFINED TERMS —Cont’d 
Foreign jurisdiction. 
Domestic life insurance companies, 
§56-3-302. 
Forward. 
Domestic life insurance companies, 
§56-3-302. 
Fund. 
Access Tennessee health insurance 
program, §56-7-2902. 
Future. 
Domestic life insurance companies, 
§56-3-302. 
Futures exchange. 
Domestic life insurance companies, 
§56-3-302. 
Genetic information. 
Health insurance, §56-7-2702. 
Genetic services. 
Health insurance, §56-7-2702. 
Glass insurance, §56-2-201. 
Governmental plan. 
Access Tennessee health insurance 
program, §56-7-2902. 
Health insurance portability, §56-7-2802. 
Gross premiums. 
Insurance taxes, §56-4-204. 
Gross profits for income. 
Insurance taxes, §56-4-305. 
Group health insurance coverage. 
Health insurance portability, §56-7-2802. 
Group health plan, §56-2-125. 
Access Tennessee health insurance 
program, §56-7-2902. 
Health insurance portability, §56-7-2802. 
Group participation rule. 
Health insurance portability, §56-7-2805. 
Guarantee agency. 
Insurance commissioner, rules regarding 
license of person in default on student 
loan, §56-1-109. 
Health benefit plan. 
Domestic violence victims health insurance 
protection, §§56-8-202, 56-8-302. 
Emergency services coverage, §56-7-2355. 
Health insurance coverage related to 
clinical trials, mandated coverage, 
§56-7-2365. 
Small employer group health coverage, 
§56-7-2203. 
Health care benefit program. 
Reimbursement for anatomic pathology 
services, §56-7-1015. 
Healthcare providers. 
Health insurance, contracts with health 
care providers, §56-7-3301. 
Health insurance, payment error correction, 
§56-7-110. 
Healthcare services. 
Health care service utilization review, 
§56-6-703. 
Telehealth services, health insurance, 
§56-7-1002. 
Tennessee health freedom act, §56-7-1016. 
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Healthcare services providers. 

Telehealth services, health insurance, 

§56-7-1002. 
Health carrier. 

Domestic violence victims health insurance 

protection, §§56-8-202, 56-8-302. 
Health group cooperative. 
Insurance. 
Small employer group health coverage, 
§56-7-2203. 
Health insurance carrier. 
Mandated coverages, diabetes, §56-7-2605. 
Health insurance coverage. 

Access Tennessee health insurance 
program, §56-7-2902. 

All payer claims database, §56-2-125. 

Genetic information nondiscrimination, 
§56-7-2702. 

Health insurance, payment error correction, 
§56-7-110. 

Insurance policies, §56-7-109. 

Portability, §56-7-2802. 

Health insurance entity. 

Credentialing and contracting by health 
insurance entities, §56-7-1001. 

Employer-based health insurance, 
copayment and coinsurance equity for 
chiropractors or occupational/physical 
therapists compared to physician visits, 
§56-7-2409. 

Health insurance, copayment and 
coinsurance equity for physician 
assistant visits compared to physician 
visits, §56-7-2410. 

Health insurance, payment error correction, 
§56-7-110. 

Insurance policies, §56-7-109. 

Telehealth services, health insurance, 
§56-7-1002. 

Health insurance issuer. 
All payer claims database, §56-2-125. 
Portability, §56-7-2802. 

Health insurer. 

Emergency services, §56-7-2355. 

Health insurance coverage related to 
clinical trials, mandated coverage, 
§56-7-2365. 

Health maintenance organization. 

Access Tennessee health insurance 
program, §56-7-2902. 

Health insurance portability, §56-7-2802. 

Health status-related factor. 
Health insurance portability, §56-7-2802. 
Hearing aid. 
Health insurance coverage for hearing aids 
for children, §56-7-2368. 
Hearing screening. 
Health insurance, §56-7-2508. 
Hearing screening test. 
Health insurance, §56-7-2508. 
Hedging transaction. 

Domestic life insurance companies, 

§56-3-302. 
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Hemoglobin C trait. 
Insurance policies, §56-7-207. 
Homeowner property insurance. 
Insurance for sinkhole losses, §56-7-130. 
Home state. 
Insurance adjusters, §56-6-902. 
Insurance producer licensing, §56-6-102. 
Hospital. 
Access Tennessee health insurance 
program, §56-7-2902. 
Identifiable charge. 


Credit life and health insurance, §56-7-904. 


Impaired insurer. 
Insurance. 
Small employer group health coverage, 
§56-7-2203. 
Income generation transaction. 
Domestic life insurance companies, 
§56-3-302. 
Indebtedness. 


Credit life and health insurance, §56-7-904. 


Independent adjusters. 

Insurance adjusters, §56-6-914. 

Independent casualty actuary. 

Business transacted with producer 
controlled property or casualty insurer 
act, §56-6-602. 

Index rate. 

Insurance. 

Small employer group health coverage, 
§56-7-2203. 
Individual health insurance coverage. 
Health insurance portability, §56-7-2802. 
Individual market. 

Health insurance portability, §56-7-2802. 
Individuals. 

Insurance adjusters, §56-6-902. 
Industrial insurance. 

Insurance policies, §56-7-705. 
Industrial life insurance. 

Insurance policies, §56-7-701. 
Inquiry. 

Homeowners insurance, inquiries by 
insured as to policy or loss under 
policy, §56-7-113. 

Institutions. 

Domestic insurance companies, §56-3-401. 
Insurance. 

Joint underwriting/risk sharing, §56-2-201. 
Insurance arrangement. 

Access Tennessee health insurance 
program, §56-7-2902. 

Insurance company, §56-1-102. 

Homeowners insurance, inquiries by 
insured as to policy or loss under 
policy, §56-7-113. 

Insurance taxes, §56-4-201. 

Insurance policy. 

Off-label uses of approved drugs, 

§56-7-2352. 
Insurance producer. 
Insurance producer licensing, §56-6-102. 


DEFINED TERMS —Cont’d 
Insurance provider. 
Genetic information nondiscrimination, 
§56-7-2702. 
Insurance score. 
Credit scores, insurance underwriting, 
§56-5-201. 
Insured. 
Domestic violence victims health insurance 
protection, §§56-8-202, 56-8-302. 
Insurance unfair trade and claims 
settlement practices, §56-8-102. 
Insurer. 
Access Tennessee health insurance 
program, §56-7-2902. 
Business transacted with producer 
controlled property or casualty insurer 
act, §56-6-602. 
Chlamydia screening test, §56-7-2606. 
Credit life and health insurance, §56-7-904. 
Easy to read policy act, §56-7-1603. 
Industrial insurance policies, §56-7-702. 
Insurance producer licensing, §56-6-102. 
Insurance unfair trade and claims 
settlement practices, §56-8-102. 
Managing general agents act, §56-6-502. 
Reinsurance intermediaries, §56-6-802. 
Unclaimed life insurance benefits, 
§56-7-3403. 
Investment practices. 
Domestic life insurance companies, 
§56-3-302. 
Issuers. 
Medicare, §56-7-1501. 
Joint life coverage. 
Credit life and health insurance, §56-7-904. 
Joint underwriting. 
Insurance ratemaking, §56-5-102. 
Land stabilization. 
Insurance for sinkhole losses, §56-7-130. 
Large employer. 
Health insurance portability, §56-7-2802. 
Large group market. 
Health insurance portability, §56-7-2802. 
Late enrollee. 
Health insurance portability, §56-7-2802. 
Insurance. 
Small employer group health coverage, 
§56-7-2203. 
Leased space. 
Self-service storage insurance, §56-6-1201. 
Lenders. 
Insurance unfair trade and claims 
settlement practices, §56-8-104. 
Liability insurance, §56-2-201. 
Licensed producer. 
Reinsurance intermediaries, §56-6-802. 
Licensed property or casualty insurer. 
Business transacted with producer 
controlled property or casualty insurer 
act, §56-6-602. 
Licenses. 
Insurance commissioner, rules regarding 
license of person in default on student 
loan, §56-1-109. 
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DEFINED TERMS —Cont’d 
Licenses —Cont’d 

Insurance producer licensing, §56-6-102. 
Licensing authority. 

Insurance commissioner, rules regarding 

license of person in default on student 
loan, §56-1-109. 
Life insurance. 

Insurance companies, §56-2-201. 

Standard valuation law, §56-1-901. 
Limited line credit insurance. 

Insurance producer licensing, §56-6-102. 
Limited line credit insurance producer. 

Insurance producer licensing, §56-6-102. 
Limited lines insurance. 

Insurance producer licensing, §56-6-102. 
Limited lines producer. 

Insurance producer licensing, §56-6-102. 
Limited lines travel insurance producer, 

§56-6-1402. 
Livestock insurance, §56-2-201. 
Location. 
Insurance on portable electronics, 
§56-6-1101. 

Self-service storage insurance, §56-6-1201. 
Managing general agent, §56-6-502. 
Market value. 

Domestic life insurance companies, 

§56-3-302. 
Maximum allowable cost lists. 

Pharmacy benefits managers, §56-7-3102. 
Maximum allowable costs. 

Pharmacy benefits managers, §56-7-3102. 
Medicaid. 

Access Tennessee health insurance 

program, §56-7-2902. 
Medical care. 
Access Tennessee health insurance 
program, §56-7-2902. 

Health insurance portability, §56-7-2802. 
Medical literature. 

Off-label uses of approved drugs, 

§56-7-2352. 
Medical necessity. 
Health care service utilization review, 
§56-6-703. 
Medicare. 
Access Tennessee health insurance 
program, §56-7-2902. 

Insurance, §56-7-1501. 

Medicare supplement policy. 

Insurance, §56-7-1501. 

Mode of securing. 

Tennessee health freedom act, §56-7-1016. 
Multiplier. 

Insurance ratemaking, §56-5-102. 

NAIC. 
Domestic life insurance companies, 
§56-3-302. 

Insurance adjusters, §56-6-902. 

Insurance producer licensing, §56-6-102. 

Standard valuation law, §56-1-901. 
NAIC-SVO. 

Domestic life insurance company, 

§56-3-302. 


DEFINED TERMS —Cont’d 
Navigator. 
Navigators for health care exchanges, 
§56-6-1301. 
Negotiate. 
Insurance producer licensing, §56-6-102. 
Net assets. 
Insurance, §56-1-102. 
Net earnings available for fixed charges 
and dividends. 
Domestic insurance companies, §56-3-401. 
Domestic life insurance companies, 
§56-3-302. 
Net value of policies. 
Insurance, §56-1-102. 
Network plan. 
Health insurance portability, §56-7-2802. 
New business premium rate. 
Insurance. 
Small employer group health coverage, 
§56-7-2203. 
New provider applicant. 
Credentialing and contracting by health 
insurance entities, §56-7-1001. 
Non-federal governmental plan. 
Health insurance portability, §56-7-2802. 
Nonpayment of premium. 
Auto insurance cancellation, §56-7-1301. 
Commercial risk insurance, §56-7-1802. 
Commercial risk insurance cancellation, 
§56-7-1801. 
Nurse in advanced practice. 
Insurance, §56-7-2408. 
Obligations. 
Domestic life insurance companies, 
§56-3-302. 
Occupant. 
Self-service storage insurance, §56-6-1201. 
Offer and disseminate. 
Travel insurance producer limited licenses, 
§56-6-1402. 
Operative date of the valuation manual. 
Standard nonforfeiture law, §56-7-401. 
Option. 
Domestic life insurance companies, 
§56-3-302. 
Original health insurer. 
Successor coverage health claims, 
§56-7-132. 
Over-the-counter derivative instrument. 
Domestic life insurance companies, 
§56-3-302. 
Owners. 
Self-service storage insurance, §56-6-1201. 
Participants. 
Health insurance portability, §56-7-2802. 
Participating provider. 
Emergency services health insurance, 
§56-7-2355. 
Patient with diabetes. 
Health insurance, §56-7-2605. 
Pay. 
Insurance policies, §56-7-109. 
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Penalty. 

Tennessee health freedom act, §56-7-1016. 
Person. 

Crop insurance adjusters, §56-6-1001. 

Domestic life insurance companies, 
§56-3-302. 

Genetic information nondiscrimination, 
§56-7-2702. 

Insurance adjusters, §56-6-902. 

Insurance producer licensing, §56-6-102. 

Insurance unfair trade and claims 
settlement practices, §56-8-102. 

Unclaimed life insurance benefits, 
§56-7-3403. 

Personal insurance. 

Credit scores. 

Use of credit information to underwrite 
and rate risks for personal insurance, 
§56-5-201. 

Personal property. 

Self-service storage insurance, §56-6-1201. 
Personal property floater, §56-2-201. 
Personal risk insurance. 

Insurance ratemaking, §56-5-102. 
Personal vehicle. 

Exclusions from motor vehicle insurance 

coverage, §56-7-1119. 
Pets. 

Insurance, §56-7-2101. 
Pharmacists. 

Pharmacy benefits managers, §56-7-3102. 

Fair Disclosure of State Funded 
Payments for Pharmacists’ Services 
Act, §56-7-3112. 

Pharmacist services. 

Pharmacy benefits managers, Fair 
Disclosure of State Funded Payments 
for Pharmacists’ Services Act, 
§56-7-3112. 

Pharmacy. 

Pharmacy benefits managers, §56-7-3102. 

Fair Disclosure of State Funded 
Payments for Pharmacists’ Services 
Act, §56-7-3112. 

Pharmacy benefits manager. 

Fair Disclosure of State Funded Payments 
for Pharmacists’ Services Act, 
§56-7-3112. 

Health insurance, §56-7-3102. 

TennCare, health insurance, late payment 
or nonpayment of claims, §56-7-126. 

Pharmacy benefits plan or program. 

Pharmacy benefits managers, Fair 
Disclosure of State Funded Payments 
for Pharmacists’ Services Act, 
§56-7-3112. 

Pharmacy services administrative 
organizations. 

Pharmacy benefits managers, §56-7-3102. 
Physician. 

Emergency services health insurance, 

§56-7-2355. 
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Placed for adoption. 
Health insurance portability, §56-7-2802. 
Plan of operation. 
Access Tennessee health insurance 
program, §56-7-2902. 
Plan sponsor. 
Health insurance portability, §56-7-2802. 
Policy. 
Chlamydia screening test, §56-7-2606. 
Domestic violence victims health insurance 
protection, §§56-8-202, 56-8-302. 
Easy to read policy act, §56-7-1603. 
Insurance unfair trade and claims 
settlement practices, §56-8-102. 
Unclaimed life insurance benefits, 
§56-7-3403. 
Policy form. 
Easy to read policy act, §56-7-1603. 
Medicare, §56-7-1501. 
Policyholder behavior. 
Standard valuation law, §56-1-901. 
Policyowner. 
Industrial insurance policies, §56-7-702. 
Pool. 
Insurance ratemaking, §56-5-102. 
Portable electronics. 
Insurance on portable electronics, 
§56-6-1101. 
Portable electronics insurance, 
§56-6-1101. 
Portable electronics transaction. 
Insurance on portable electronics, 
§56-6-1101. 
Potential exposure. 
Domestic life insurance companies, 
§56-3-302. 
Prearranged ride. 
Exclusions from motor vehicle insurance 
coverage, §56-7-1119. 
Preauthorization. 
Health care service utilization review, 
§56-6-703. 
Preexisting condition. 
Small employer group health coverage, 
§56-7-2203. 
Preexisting condition exclusion. 
Health insurance portability, §56-7-2802. 
Preferred dividend requirements. 
Domestic insurance companies, §56-3-401. 
Domestic life insurance companies, 
§56-3-302. 
Premium reserve. 
Insurance, §56-1-102. 
Premiums. 
Small employer group health coverage, 
§56-7-2203. 
Premiums earned. 
Credit life and health insurance, §56-7-904. 
Primary structural members. 
Insurance for sinkhole losses, §56-7-130. 
Primary structural systems. 
Insurance for sinkhole losses, §56-7-130. 
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Principle-based valuation. 
Standard valuation law, §56-1-901. 
Private passenger automobile liability 
insurance policy. 
Auto insurance cancellation, §56-7-1301. 
Producers. 
Business transacted with producer 
controlled property or casualty insurer 
act, §56-6-602. 
Insurance unfair trade and claims 
settlement practices, §56-8-102. 
Production credit associations. 
Privilege taxes, §56-4-401. 
Professional geologists. 
Insurance for sinkhole losses, §56-7-130. 
Professional liability insurance, 
§56-2-201. 
Programs. 
Access Tennessee health insurance 
program, §56-7-2902. 
Property insurance. 
Insurance companies, §56-2-201. 
Provider of record. 
Health care service utilization review, 
§56-6-703. 
Providers. 
Emergency services health insurance, 
§56-7-2355. 
Public adjuster. 
Insurance adjusters, §§56-6-902, 56-6-914. 
Qualified actuary. 
Standard valuation law, §§56-1-901, 
56-1-903. 
Qualified clearinghouse. 
Domestic life insurance companies, 
§56-3-302. 
Qualified guarantor. 
Domestic life insurance companies, 
§56-3-302. 
Qualified individual. 
Bone mass measurement insurance 
coverage, §56-7-2506. 
Qualified party. 
Insurance companies, §56-2-702. 
Qualified primary credit source. 
Domestic life insurance companies, 
§56-3-302. 
Qualified sites. 
Telehealth services, health insurance, 
§56-7-1002. 
Qualified United States financial 
institution. 
Reinsurance, §56-2-209. 
Reinsurance intermediaries, §56-6-802. 
Rate. 
Insurance ratemaking, §56-5-102. 
Rate service organization. 
Insurance ratemaking, §56-5-102. 
Rating periods. 
Insurance. 
Small employer group health coverage, 
§56-7-2203. 


DEFINED TERMS —Cont’d 
Reasonably accurate. 
Health insurance, contracts with health 
care providers, §56-7-3301. 
Reciprocal state. 
Insurance companies, §56-2-702. 
Record keeping services. 

Unclaimed life insurance benefits, 

§56-7-3403. 
Recoupment. 

Health insurance, payment error correction, 

§56-7-110. 
Reinsurance intermediary, §56-6-802. 
Reinsurance intermediary broker, 
§56-6-802. 
Reinsurance intermediary manager, 
§56-6-802. 
Reinsurance reserve. 
Insurance, §56-1-102. 
Rental agreements. 
Self-service storage insurance, §56-6-1201. 
Replication transaction. 

Domestic life insurance companies, 

§56-3-302. 
Repurchase transaction. 

Domestic life insurance companies, 

§56-3-302. 
Residents. 

Access Tennessee health insurance 
program, §56-7-2902. 

Residual market mechanism. 

Insurance ratemaking, §56-5-102. 

Reverse repurchase transaction. 

Domestic life insurance companies, 

§56-3-302. 
Riders. 

Exclusions from motor vehicle insurance 

coverage, §56-7-1119. 
Risk manager. 

Insurance, exempt commercial risk 

policyholders, §56-5-122. 
Routine patient care costs. 

Health insurance coverage related to 
clinical trials, mandated coverage, 
§56-7-2365. 

Securities exchange. 

Domestic life insurance companies, 
§56-3-302. 

Securities lending transaction. 

Domestic life insurance companies, 
§56-3-302. 

Security. 
Insurance securities, §56-3-902. 
Self-service storage facilities. 
Insurance, §56-6-1201. 
Self-service storage insurance, §56-6-1201. 
Self-service storage transaction. 
Insurance, §56-6-1201. 
Sell. 
Insurance producer licensing, §56-6-102. 
Service contract, §56-2-126. 
Shell business entity. 

Domestic life insurance companies, 

§56-3-302. 
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Significant break in coverage. 
Access Tennessee health insurance 
program, §56-7-2902. 
Sinkhole. 
Insurance for sinkhole losses, §56-7-130. 
Sinkhole activity. 
Insurance for sinkhole losses, §56-7-130. 
Sinkhole loss. 
Insurance for sinkhole losses, §56-7-130. 
Small employer. 
Health insurance portability, §56-7-2802. 
Insurance. 
Small employer group health coverage, 
§56-7-2203. 
Small employer carriers. 
Insurance. 
Small employer group health coverage, 
§56-7-2203. 
Small group market. 
Health insurance portability, §56-7-2802. 
Small insurance. 
Industrial insurance policies, §56-7-702. 
Small insurance policy. 
Industrial insurance policies, §56-7-702. 
Small policy. 
Industrial insurance policies, §56-7-702. 
Solicits. 
Insurance producer licensing, §56-6-102. 
Stabilized. 
Emergency services health insurance, 
§56-7-2355. 
Standard reference compendia. 
Off-label uses of approved drugs, 
§56-7-2352. 
State. 
Domestic insurance companies, §56-3-401. 
Domestic life insurance companies, 
§56-3-302. 
Store-and-forward telemedicine services. 
Telehealth services, health insurance, 
§56-7-1002. 
Structural damage. 
Insurance for sinkhole losses, §56-7-130. 
Subject of abuse. 
Domestic violence victims health insurance 
protection, §§56-8-202, 56-8-302. 
Submitted. 
Insurance policies, §56-7-109. 
Successor coverage health claim, 
§56-7-132. 
Successor health insurer. 
Successor coverage health claims, 
§56-7-132. 
Supervising entity. 
Insurance on portable electronics, 
§56-6-1101. 
Self-service storage insurance, §56-6-1201. 
Supplementary rate information. 
Insurance ratemaking, §56-5-102. 
Supporting information. 
Insurance ratemaking, §56-5-102. 
Surety insurance. 
Insurance companies, §56-2-201. 
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DEFINED TERMS —Cont’d 
Surplus lines producer. 
Insurance producer licensing, §56-6-102. 
SVO rating. 
Domestic life insurance company, 
§56-3-302. 
Swap. 
Domestic life insurance companies, 
§56-3-302. 
Swaption. 
Domestic life insurance companies, 
§56-3-302. 
Tail risk. 
Standard valuation law, §56-1-901. 
Telehealth. 
Telehealth services, health insurance, 
§56-7-1002. 
Telehealth providers. 
Telehealth services, health insurance, 
§56-7-1002. 
Tennessee securities. 
Insurance companies, tax reduction for 
in-state investments, §56-4-210. 
Terminate. 
Insurance producer licensing, §56-6-102. 
Third party administrator. 
Access Tennessee health insurance 
program, §56-7-2902. 
Insurance unfair trade and claims 
settlement practices, §56-8-102. 
Transportation network company. 
Exclusions from motor vehicle insurance 
coverage, §56-7-1119. 
Transportation network company driver. 
Exclusions from motor vehicle insurance 
coverage, §56-7-1119. 
Transportation network company rider. 
Exclusions from motor vehicle insurance 
coverage, §56-7-1119. 
Travel insurance. 
Travel insurance producer limited licenses, 
§56-6-1402. 
Travel insurance supervising entity. 
Travel insurance producer limited licenses, 
§56-6-1402. 
Travel retailer. 
Travel insurance producer limited licenses, 
§56-6-1402. 
Treatment. 
Insurance coverage for phenylketonuria 
_ treatment, §56-7-2505. 
TSAC. 
Insurance commissioner, rules regarding 
license of person in default on student 
loan, §56-1-109. 
Underlying interest. 
Domestic life insurance companies, 
§56-3-302. 
Underwrite. 
Domestic violence victims health insurance 
protection, §§56-8-202, 56-8-302. 
Managing general agents, §56-6-502. 
Unearned premiums. 
Insurance, §56-1-102. 
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DEFINED TERMS —Cont’d 
Unfair referral. 
Access Tennessee health insurance 
program, §56-7-2902. 
Uniform application. 
Insurance producer licensing, §56-6-102. 
Uniform business entity application. 
Insurance adjusters, §56-6-902. 
Insurance producer licensing, §56-6-102. 
Uniform individual application. 
Insurance adjusters, §56-6-902. 
Uninsured motor vehicle. 
Auto insurance, §56-7-1202. 
Utilization review. 
Health care service utilization review, 
§56-6-703. 
Utilization review agent. 
Health care service utilization review, 
§56-6-703. 
Valuation manual. 
Standard valuation law, §56-1-901. 
Vehicle insurance. 
Insurance companies, §56-2-201. 
Vehicles. 
Self-service storage insurance, §56-6-1201. 
Vendor. 
Insurance on portable electronics, 
§56-6-1101. 
Violations. 
Business transacted with producer 
controlled property or casualty insurer 
act, §56-6-602. 
Waiting period. 
Health insurance portability, §56-7-2802. 
Warrant. 
Domestic life insurance companies, 
§56-3-302. 
Water insurance, §56-2-201. 
Workers’ compensation and employer’s 
liability insurance, §56-2-201. 


DENTAL INSURANCE PLANS. 
Requiring dentists to provide services at 
fee set by plan. 
Prohibition, §56-7-1017. 


DENTAL SERVICE PLAN 
CORPORATIONS. 
Licenses. 
Renewal. 
Alternative method, §56-1-302. 


DENTISTS. 
Board of examiners. 
Health care liability settlements. 
Reports to board by insurer providing 
coverage, §56-3-111. 
Dental insurance plans. 
Requiring dentist to provide services at fee 
set by plan. 
Prohibition, §56-7-1017. 
Health insurance. 
Contracts with health care providers, 
§§56-7-3301 to 56-7-3304. 
Insurance. 
Jurisdiction over insurers, §56-7-1010. 
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DENTISTS —Cont’d 
Minors. 
Hospital procedures performed on minors. 
Insurance coverage, §56-7-2353. 
Prepaid dental plans. 
Alternative coverage. 
Option to select, §56-7-1701. 
Benefits for obtaining second professional 
opinion, §56-7-1702. 
Option to select alternative coverage, 
§56-7-1701. 


DIABETES. 
Insurance. 
Equipment, supplies and outpatient 
services, §56-7-2605. 


DISCOVERY. 
Insurance. 
Unfair trade and claims settlement 
practices. 
Rulemaking hearing, §56-8-108. 


DISCRIMINATION. 

Domestic violence victims health 
insurance protection, §§56-8-203, 
56-8-204, 56-8-303, 56-8-304. 

Genetic information nondiscrimination 
in health insurance, §§56-7-2701 to 
56-7-2708. 

Insurance. 

Chiropractors. 

Reimbursement for services within scope 
of practice. 

Discrimination prohibited, §56-7-2404. 

Domestic violence victims health insurance 
protection, §§56-8-203, 56-8-204, 
56-8-303, 56-8-304. 

Rates and rating organizations, §56-5-103. 

Unfair trade and claims settlement 
practices, §56-8-104. 


DISEASES. 
Osteoporosis. 
Insurance coverage for bone mass 
measurement, §56-7-2506. 
Phenylketonuria. 
Health insurance coverage, §56-7-2505. 


DIVORCE. 
Insurance. 
Group insurance coverage of dependent 
spouse. 
Continuation and conversion, §56-7-2312. 


DOMESTIC ABUSE. 
Health insurance for victims, §§56-8-201 
to 56-8-206, 56-8-301 to 56-8-306. 


DOMESTIC VIOLENCE VICTIMS 
HEALTH INSURANCE 
PROTECTION, §§56-8-201 to 56-8-206, 
56-8-301 to 56-8-306. 

Definitions, §§56-8-202, 56-8-302. 

Discriminatory acts, §§56-8-203, 56-8-204, 
56-8-303, 56-8-304. 


Investigations, §§56-8-206, 56-8-306. 
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DOMESTIC VIOLENCE VICTIMS 
HEALTH INSURANCE PROTECTION 
—Cont’d 

Permissible actions by insurers, 
§§56-8-205, 56-8-305. 

Proceedings to address violations, 
§§56-8-206, 56-8-306. 

Short title, §§56-8-201, 56-8-301. 


DRIVE-THRU DELIVERIES. 
Rules concerning care prior to hospital 
discharge, §56-7-2350. 


DRUGS. 
Cancer. 
Clinical trials. 
Health insurance coverage, §56-7-2365. 
Catalogue or mail order sales. 
Legend drugs. 
Insurer requiring, §56-7-117. 
Clinical trials. 
Health insurance coverage, §56-7-2365. 
Insurance. 

Alcoholism and drug dependence. 
Availability of coverage, §56-7-2602. 
Jurisdiction over insurers, §56-7-1010. 

Mail order businesses. 

Legend drugs. 

Insurer requiring, §56-7-117. 


E 


EMERGENCY MEDICAL SERVICES. 
Health insurance coverage, §56-7-2355. 
Managed health plans, §56-7-2356. 


EMPLOYERS AND EMPLOYEES. 
Fraternal benefit societies. 
Compensation of employees, §56-3-105. 
Insurance. 
Group policies. 
Terminated group coverage. 
Continuation and coverage, §56-7-2312. 
Termination of employees. 
Group insurance coverage. 
Continuation and conversion, §56-7-2312. 


ENGLISH LANGUAGE. 
Insurance. 
Policies to be in English, §56-7-123. 
Promotional material. 
Languages other than English, §56-7-123. 


ESCROW. 
Insurance adjusters. 
Escrow funds of insured, §56-6-915. 


ETHICS. 
Insurance adjusters. 
Professional conduct, §56-6-917. 


EXAMINATIONS. 
Insurance. 
Reinsurance intermediaries, §56-6-810. 
Unfair trade and claims settlement 
practices. 
Commissioner’s authority generally, 


§56-8-107. 
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EXAMINATIONS —Cont’d 
Insurance —Cont’d 
Unfair trade and claims settlement 
practices —Cont’d 


Depository institutions selling insurance, 
§56-8-106. 


EXPERIMENTAL DRUGS OR 
PROCEDURES. 

Health insurance coverage related to 
clinical trials, §56-7-2365. 

TennCare non-coverage, §56-7-2365. 


F 


FACSIMILE SIGNATURES. 
Uninsured motor vehicle insurance 
coverage. 
Proof of compliance with provisions, 
§56-7-1201. 


FEES. 
Insurance adjusters. 
Fees charged by adjusters, §56-6-913. 
Insurance producers. 
Licensing, §56-6-121. 
Convenience fee, §56-1-213. 
Self-service storage facilities. 
Insurance. 
Licensure, §56-6-1207. 


FELONIES. 
Insurance. 
Commissioner of commerce and insurance. 
Receipt of illegal fees or issuance of 
fraudulent certificate, §56-4-104. 


FIDELITY AND BONDING COMPANIES. 
Action against company. 

Failure to pay losses promptly. 

Additional liability upon companies when 
refusal not in good faith, §56-7-105. 

Failure to pay losses promptly. 

Additional liability when refusal not in good 

faith, §56-7-105. 


FIDUCIARIES. 
Insurance. 
Managing general agents. 
Funds collected for account of insurer. 
Held by agent in fiduciary capacity, 
§56-6-504. 


FINES. 
Insurance. 
Adjuster licensing. 
Fines for violations, §56-6-910. 
Complaints against licensed individual or 
entity. 
Request by department for information. 
Response by individual or entity within 
reasonable time, §56-1-106. 
False statements by companies, §56-1-503. 
Imprisonment for failure to pay, §56-1-802. 
Portable electronics. 
Civil penalties, §56-6-1105. 
Self-service storage insurance, §56-6-1205. 
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FINES —Cont’d 
Motor vehicle insurance. 
Verification program. 
Insurer compliance violations, §56-2-305. 
Workers’ compensation. 
Insurers. 
Improper assessment of premiums, 
§56-5-109. 


FINGERPRINTS. 
Insurance adjuster licensing, §56-6-904. 


FIRE INSURANCE. 
Damages. 
Insured reimbursed for excess premiums, 
§56-7-802. 
Measure of damages for loss by fire, 
$56-7-802. 
Measure of damages in case of agent’s 


failure to inspect property, §56-7-803. 


Inspection of property insured against 
fire, §56-7-801. 
Measure of damages in case of agent’s 
failure to inspect property, §56-7-803. 
Personal lines policyholders. 
Written statement of rights, §56-7-125. 
Valued policy law. 
Excess premiums. 
Reimbursement of insured, §56-7-802. 
Fair value of property. 
No insurance exceeding, §56-7-801. 
Inspection of property insured against fire, 
§56-7-801. 
Measure of damages in case of agent’s 
failure to inspect, §56-7-803. 
Measure of damages for loss by fire, 
§56-7-802. 
Failure of agent to inspect property, 
§56-7-803. 
Value of property insured. 
No insurance exceeding fair values, 
§56-7-801. 


FORCE. 
Justification. 
Insurance policies for use of justifiable 
force. 
Commissioner to study impediments for 
writing, §56-1-108. 


FOREIGN AND ALIEN INSURANCE 
COMPANIES. 
Admission, §56-2-405. 
Deposits, §56-2-405. 
Agents and solicitors. 
Dividing commission between agents, 
§56-2-412. 
Appeals. 
Investments. 
Violations, §56-3-117. 
Certificates of authority. 
Deposits, §56-2-108. 
Period of organization before admission of 
foreign corporation, §56-2-113. 
Qualifications, §56-2-103. 


FOREIGN AND ALIEN INSURANCE 

COMPANIES —Cont’d 
Credit life reinsurance companies, 

§56-2-102. 

Definitions. 
Service of process, §56-2-502. 
Deposits, §56-2-405. 
Certificates of authority. 

Requirements for insurance, §56-2-103. 
Examination, §56-1-410. 

Fire or marine companies. 
Citizens procuring insurance with. 

Liability for taxes, §56-2-411. 

Examination as to violations, §56-2-410. 
Licenses. 

Forfeiture for violations, §56-2-410. 

Renewal, §56-2-409. 

Revocation, §56-2-410. 
Government controlled insurance 

companies. 

Defined, §56-2-401. 
Excluded, §56-2-401. 
Injunctions, §56-2-404. 
Licenses. 
Issuance prohibited, §56-2-402. 
Nuisances. 
Declared public nuisance, §56-2-404. 
Penalty for violations, §56-2-403. 
Hearings. 
Investments. 
Violations, §56-3-117. 
Investments, §56-3-117. 
Licenses. 
Expirations, §56-2-408. 
Renewal. 
Alternative method, §56-1-302. 
Fire or marine companies, §56-2-409. 
Revocation, §§56-2-407, 56-2-410. 
Life insurance. 
Policies. 
Provisions in life policies issued by 
foreign companies, §56-7-308. 
Misdemeanors, §56-2-403. 
Notice. 
Investments. 

Violations of section, §56-3-117. 
Retaliatory provisions, §56-2-412. 
Service of process. 

Commissioner of insurance, §56-2-504. 


Attorney for service of process, §56-2-503. 


Fee, §56-2-504. 
Definitions, §56-2-502. 
Secretary of state. 

When references to commissioner of 
insurance deemed to refer to 
secretary of state, §56-2-504. 

Trustees, §56-2-406. 
Venue. 
Investments. 
Appeals of violations, §56-3-117. 
War. 
Hostilities not to invalidate policies, 
§56-7-104. 
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759 INDEX 
FOREIGN EXCHANGE STUDENTS. H 
Motor vehicle insurance. 

Coverage, §56-7-1112. HEALING ARTS. 


FORMS. 
Health insurance. 
Claims. 
Uniform claim forms authorized, 
§56-7-1008. 


FRACTURED BONES. 
Osteoporosis. 
Insurance coverage for bone mass 
measurement, §56-7-2506. 


FRATERNAL BENEFIT SOCIETIES. 
Agents. 
Compensation. 
Restrictions, §56-3-105. 
Employees. 
Compensation. 
Restrictions, §56-3-105. 
Insurance. 
Bone mass measurement coverage, 
§56-7-2506. 
Osteoporosis. 
Bone mass measurement coverage, 
§56-7-2506. 
Phenylketonuria (PKU) treatment, 
§56-7-2505. 
Officers. 
Compensation. 
Restrictions, §56-3-105. 


FRAUD. 
Insurance. 
Industrial insurance. 
Applications or claims, §56-7-708. 
Misrepresentation as to terms, benefits or 
advantages, §56-7-705. 
Unfair trade and claims settlement 
practices. 
Enumerated acts, §56-8-104. 
Generally, §§56-8-101 to 56-8-113. 


FUNDS. 
Access Tennessee health insurance 
program fund, §56-7-2911. 


G 


GENETIC TESTING. 
Nondiscrimination in health insurance, 
§§56-7-2701 to 56-7-2708. 
Applicability of provisions, §56-7-2705. 
Coverage for genetic services, §56-7-2707. 
Definitions, §56-7-2702. 
Disclosures prohibited, §56-7-2704. 
Discrimination prohibited, §56-7-2703. 
Routine examinations, §56-7-2706. 
Rules and regulations, §56-7-2708. 
Short title, §56-7-2701. 


GUARDIANS FOR MINORS. 
Insurance. 
Coverage of children in custody of 
guardians, §56-7-2347. 


Health insurance. 
Contracts with health care providers, 
§§56-7-3301 to 56-7-3304. 
Telehealth services. 
Health insurance, §56-7-1002. 


HEALTH. 
Indigent persons. 

Memphis plan, §§56-7-2001 to 56-7-2005. 
Memphis plan, §§56-7-2001 to 56-7-2005. 
Newborn infants. 

Medical care prior to hospital discharge, 

§56-7-2350. 


HEALTH CARE LIABILITY. 
Insurance. 
Policies. 

Availability for all classifications of 
practice, §56-7-115. 

Settlement of health care liability claims. 

Certain insurance companies to report, 
§56-3-111. 

Unfair trade and claims settlement 
practices. 

Termination or modification of coverage 
due to mental or physical 
impairment. 

Applicability of provisions to health 
care liability insurance, §56-8-104. 
Settlement of claims. 
Reports by insurance companies providing 
coverage, §56-3-111. 


HEALTH CARE SERVICE UTILIZATION 
REVIEW. 
General provisions, §§56-6-701 to 56-6-706. 


HEALTH FREEDOM ACT. 

Freedom to choose or decline to choose 
mode of securing healthcare services, 
§56-7-1016. 


HEALTH GROUP COOPERATIVES. 
Small employer group health insurance 
coverage. 
Health group cooperatives of small 
employers, §§56-7-2208 to 56-7-2211. 


HEALTH IMPROVEMENT PROGRAMS. 
Insurer offering using incentives and 
rewards, §56-8-112. 


HEALTH INSURANCE. 
Access Tennessee health insurance 
program, §§56-7-2901 to 56-7-2916. 
Administration, §56-7-2909. 
Advisory committee, §56-7-2903. 
Audits, §56-7-2907. 
Authority, §56-7-2904. 
Rules and regulations of commissioner, 
§56-7-2906. 
Board of directors, §56-7-2903. 
Cessation of coverage, §56-7-2908. 
Conflicts of interest in serving on board or 
as administrator, §56-7-2903. 


INDEX 


HEALTH INSURANCE —Cont’d 
Access Tennessee health insurance 
program —Cont’d 
Coverage options, §56-7-2910. 
Creation, §56-7-2903. 
Definitions, §56-7-2902. 
Eligibility for participation, §56-7-2908. 
Functions of administrator, §56-7-2909. 
Funding plan, §56-7-2903. 
Federal funding, §56-7-2913. 
Sources of funding, §56-7-2911. 
Investigation of fraud and abuse, 
§56-7-2912. 
Legislative oversight, §56-7-2914. 
Limits on number of covered individuals, 
§56-7-2908. 
Nonacceptance of federal funding, 
§56-7-2913. 
Offering of coverage options, §56-7-2910. 
Plan of operation, §56-7-2903. 
Powers, §56-7-2904. 
Rules and regulations of commissioner, 
§56-7-2906. 
Premiums, §56-7-2911. 
Procurement process to select 
administrator, §56-7-2909. 
Recovery of uncovered benefits paid, 
§56-7-2910. 
Repealer to provide sunset, §56-7-2916. 
Reports, §56-7-2905. 
Administrator, §56-7-2909. 
Rules and regulations of commissioner, 
§56-7-2906. 
Short title, §56-7-2901. 
Sources of funding, §56-7-2911. 
Sunset date, §56-7-2916. 
Unfair practices, §56-7-2908. 
Affordable health insurance. 
Federal Affordable Care Act. 
Memphis plan of insurance. 
Health care sharing ministries, 
presumption that requirements 
satisfied, §56-7-2005. 
Minimum essential health coverage 
required, §56-7-2004. 
Providers. 
Credentialing applications. 
Council on affordable quality health 
care. 
Insurer to accept applications based 
on council’s application, 
§56-7-1009. 
All payer claims database, §56-2-125. 
Alternative medical care, treatments, etc. 
Restricting information to patients, 
§56-7-2349. 
Anatomic pathology services. 
Defined, §56-7-1015. 
Reimbursement for, §56-7-1015. 
Authorized, §56-2-204. 
Autism spectrum disorders. 
Mandated coverage, §56-7-2367. 
Benefit reduction. 
Restrictions, §§56-7-2323, 56-7-2324. 
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HEALTH INSURANCE —Cont’d 
Bone mass measurement coverage act, 
§56-7-2506. 
Breast cancer. 
Reconstructive breast surgery, §56-7-2507. 
Cancer. 
Clinical trials. 
Mandated coverages, §56-7-2365. 
Colorectal cancer early detection. 
Mandated insurer or plan coverage, 
§56-7-2363. 
Catastrophic illness requiring in-patient 
hospital care. 
Major medical insurance coverage plans. 
Insurers encouraged to develop, 
§56-7-127. 
Chiropractors. 
Employer-based insurance plans. 
Copayment and coinsurance equity 
compared to physician visits, 
§56-7-2409. 
Claims. 
Forms. 
Uniform claim forms authorized, 
§56-7-1008. 
Successor coverage health claims, 
§56-7-132. 
Coinsurance. 
Copayment and coinsurance equity 
compared to physician visits. 
Chiropractors or occupational/physical 
therapists, visits to, §56-7-2409. 
Physician assistants, visits to, 
§56-7-2410. 
Commissioner of commerce and 
insurance. 
All payer claims database, §56-2-125. 
Confirmation of verbal authorization for 
medical care, §56-2-123. 
Contracts with health care providers, 
§§56-7-3301 to 56-7-3304. 
Applicability of provisions, §56-7-3304. 
Definitions, §56-7-3301. 
Exceptions to provisions, §56-7-3304. 
Internet web site, §56-7-3303. 
Material changes to provider manual. 
Clear identification, §56-7-3302. 
Provider manual. 
Material changes. 
Clear identification, §56-7-3302. 
Web-based pre-adjudication tool, 
§56-7-3303. 
Copayment and coinsurance equity 
compared to physician visits. 
Chiropractors or occupational/physical 
therapists, visits to, §56-7-2409. 
Physician assistants, visits to, §56-7-2410. 
Correction of payment errors, §56-7-110. 
Credit accident and health insurance, 
§56-7-901. 
Defined, §56-2-201. 
Limited reinsurers. 
Responsibilities and obligations, 
§56-2-210. 
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HEALTH INSURANCE —Cont’d 
Credit accident and health insurance 
—Cont’d 
Restrictions on compensation to creditors, 
§56-7-902. 
Annual declaration concerning 
compensation to creditors, §56-7-914. 
Definitions. 
Anatomic pathology services, §56-7-1015. 
Contracts with health care providers, 
§56-7-3301. 
Correction of payment errors, §56-7-110. 
Pharmacy benefits, §56-7-3201. 
Pharmacy benefits managers, §56-7-3102. 
Successor coverage health claims, 
§56-7-132. 
Dental insurance plans. 
Requiring dentists to provide services at fee 
set by plan. 
Prohibition, §56-7-1017. 


Dental procedures performed on minors | 


in hospitals, §56-7-2353. 
Dentists. 
Included in terms physician or doctor, 
§56-7-2405. 
Dependent children coverage, §56-7-2302. 
Disability benefit reserves. 
Calculation, §56-1-418. 

Domestic violence victims health 
insurance protection, §§56-8-201 to 
56-8-206, 56-8-301 to 56-8-306. 

Emergency services coverage, §56-7-2355. 

Managed health plans, §56-7-2356. 

Error in payment. 

Correction of payment errors, §56-7-110. 

Exchanges pursuant to federal 
regulation. 

Navigators for health care exchanges, 
§§56-6-1301 to 56-6-1305. 
Definitions, §56-6-1301. 
Enforcement of violations, §56-6-1303. 
Rules and regulations, §56-6-1304. 
Sale or solicitation of policies prohibited, 
§56-6-1302. 
Severability of provisions, §56-6-1305. 
Experimental drugs or procedures. 
Clinical trials. 
Mandated coverage, §56-7-2365. 
Fee schedules. 
Access to, §56-7-1013. 
Forms. 
Claims. 
Uniform claim forms authorized, 
§56-7-1008. 
Freedom to choose or decline to choose 


mode of securing healthcare services. 


Tennessee health freedom act, §56-7-1016. 
Genetic information nondiscrimination, 
§§56-7-2701 to 56-7-2708. 
Group policies. 
Cessation of coverage under. 
Notification when person covered under 
ceases to be covered. 
Provision requiring, §56-7-133. 
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HEALTH INSURANCE —Cont’d 
Group policies —Cont’d 

Conversion of group policies. 

Generally, §§56-7-2312 to 56-7-2322. 

Mail-order pharmacy. 

Required use. 

Prohibited, §56-7-117. 

Notification when person covered under 
ceases to be covered. 

Provision requiring, §56-7-133. 

Portability, availability and renewability, 
§§56-7-2801 to 56-7-2814. 

Guardians. 

Coverage of children in custody of 

guardians, §56-7-2347. 
Health care providers. 

Contracts with, §§56-7-3301 to 56-7-3304. 

Credentialing and contracting by health 
insurance entities, §56-7-1001. 

Health care service utilization review, 
§§56-6-701 to 56-6-706. 
Adverse determinations. 
Basis, §56-6-705. 
Defined, §56-6-703. 
Agents. 
Cease and desist orders. 

Violations of part, §56-6-706. 
Certification, §56-6-704. 
Determinations. 

Appeals, §56-6-705. 

Notice, §56-6-705. 

Minimum standards. 

Certification of compliance, §56-6-704. 
Penalties. 

Violation of part, §56-6-706. 

Purpose of part, §56-6-702. 
Standards. 
Minimum standards, §§56-6-704, 
56-6-705. 
Telephones, §56-6-705. 
Violations of part, §56-6-706. 

Citation of part, §56-6-701. 

Definitions, §56-6-703. 

Final adverse determinations. 

Basis, §56-6-705. 
Defined, §56-6-703. 
Preauthorizations. 
Basis, §56-6-705. 
Defined, §56-6-703. 
Purpose of part, §56-6-702. 
Title of part, §56-6-701. 
Health freedom act. 

Freedom to choose or decline to choose 
mode of securing healthcare services, 
§56-7-1016. 

Health information. 

Release, §56-7-124. 

Hearing aids for children, §56-7-2368. 

Hearing screening for infants, coverage, 
§56-7-2508. 

Hold harmless requirements, §56-2-124. 

Hospital and medical service 
corporations. 

Conversion of nonprofit health insurance 
business to for-profit entity, §56-1-212. 
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Infant hearing screening test, coverage, 
§56-7-2508. 
Limitation of services. 
Disclosure of agreements, §56-7-122. 
Managed health plans. 

Continuing care when provider leaves plan, 
§56-7-2358. 

Medication counseling. 

Mandated insurer or plan coverage, 
§56-7-2364. 

Referrals. 

Managed health insurer contacting 
patient to change referral to different 
provider. 

Prohibition, exceptions, §56-7-1004. 

Sufficient network of providers, §56-7-2356. 

Mandated insurer or plan coverage. 

Clinical trials. 

Health insurance coverage related to 
clinical trials, §56-7-2365. 

Medicaid eligibility, §56-7-2348. 
Medical service plans. 

Licenses. 

Renewal. 

Alternative method, §56-1-302. 

Mail-order pharmacy. 

Required use. 

Prohibited, §56-7-117. 

Phenylketonuria (PKU) treatment, 
§56-7-2505. 

Medication counseling. 

Mandated insurer or plan coverage, 

§56-7-2364. 
Memphis plan. 

Health care sharing ministries, 
presumption that requirements 
satisfied, §56-7-2005. 

Minimum essential health coverage 
required, §56-7-2004. 

Mental health. 
Limitations on coverage, §56-7-2360. 
Minors. 

Coverage of children in custody of 
guardians, §56-7-2347. 

Dependent children coverage, §56-7-2302. 
Hearing aids for children, §56-7-2368. 
Navigators for health care exchanges, 

§§56-6-1301 to 56-6-1305. 

Nonprofit health maintenance 
organizations. 

Subsidiaries of hospital corporations, 
§56-2-122. 

Notice to insurer of inpatient emergency 
admission. 

Minimum time period for notification, 
§56-7-1013. 

Off-label uses of approved drugs, 

§56-7-2352. 

Osteoporosis. 

Bone mass measurement coverage, 
§56-7-2506. 

Patients’ right to truth, §56-7-2349. 


HEALTH INSURANCE —Cont’d 
Payment policies. 
Access to, §56-7-1013. 
Penalties. 
Alternative medical care, treatments, etc. 
Restricting information to patients, 
§56-7-2349. 
Pharmacy. 
Participation and access, §56-7-2359. 
Pharmacy benefits, §§56-7-3201 to 
56-7-3204. 
Actual reimbursement. 
Disclosure, §56-7-3203. 

Construction of provisions, §56-7-3204. 

Definitions, §56-7-3201. 

Out-of-pocket costs. 

Calculation, §56-7-3202. 
Pharmacy benefits managers, §§56-7-3101 
to 56-7-3112. 

Audit of records of pharmacist or pharmacy, 
§56-7-3103. 

Calculation of reimbursement, §56-7-3104. 

Claims for payment or reimbursement for 
pharmacist services. 

Itemized claims. 
Fair Disclosure of State Funded 
Payments for Pharmacists’ Services 
Act, §56-7-3112. 
Payment. 
Fair Disclosure of State Funded 
Payments for Pharmacists’ Services 
Act, §56-7-3112. 

Compliance with provisions, §§56-7-3101, 
56-7-3105. 

Contract compliance, §§56-7-3101, 
56-7-3105. 

Definitions, §56-7-3102. 

Fair Disclosure of State Funded Payments 
for Pharmacists’ Services Act, 
§56-7-3112. 

Maximum allowable cost list. 

Appeal of cost of list items, §56-7-3108. 
Defined, §56-7-3102. 
Disclosures, §56-7-3111. 
Information as to list. 

Providing to pharmacies and pharmacy 

networks, §56-7-3107. 

Placement of drug on list, §56-7-3106. 
Removal from list, §56-7-3106. 
Third parties. 

Disclosures, restrictions, §56-7-3111. 
Updating list, §56-7-3107. 

Medical products and devices limited to 
those included as pharmacy benefit, 
§56-7-3109. 

Pharmacy services administrative 
organizations. 

Defined, §56-7-3102. 
Maximum allowable cost list. 
Appeal of cost of list items. 
Use of organization to handle appeal, 
§56-7-3108. 

Sanctions for violations of provisions, 

§56-7-3110. 
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Pharmacy benefits managers —Cont’d 
Scope of provisions, §56-7-3109. 
Phenylketonuria (PKU) treatment, 
§56-7-2505. 
Physician assistants. 
Employer-based insurance plans. 
Copayment and coinsurance equity 
compared to physician visits, 
§56-7-2410. 
Podiatrists. 
Included in terms physician or doctor, 
§56-7-2405. 
Policies. 
Standard valuation law, §§56-1-901 to 
56-1-919. 
Portability, availability and renewability, 

§§56-7-2801 to 56-7-2814. 

Alternative coverage, §56-7-2809. 

Applicability of provisions, §56-7-2808. 
Provisions applicable to individuals and 

groups, §56-7-2811. 

Certifications and disclosures, §56-7-2803. 

Conflict of laws, §56-7-2813. 

Creditable coverage determination, 

§56-7-2808. 

Definitions, §56-7-2802. 

Dependents, §56-7-2803. 

Eligibility, §56-7-2804. 

Small group market, §56-7-2805. 
Exclusion of certain plans, §56-7-2807. 
Financial capacity limits, §56-7-2809. 

Applicability to small group market, 

§56-7-2805. 
Guaranteed renewability, §§56-7-2806, 
56-7-2810. 
Individual market requirements, 
§56-7-2812. 
Legislative intent, §56-7-2814. 
Method of crediting coverage, §56-7-2803. 
Modification of coverage, §56-7-2806. 
Network plans. 
Coverage without preexisting condition 
exclusions, §56-7-2809. 

Special rules, §56-7-2805. 
Period of creditable coverage, §56-7-2803. 
Preexisting conditions. 

Coverage without exclusion required, 

§56-7-2809. 

Exclusions, §56-7-2803. 
Rulemaking, §56-7-2814. 
Short title, §56-7-2801. 
Small group market, §56-7-2805. 
Special enrollment, §56-7-2803. 
Termination of coverage, §56-7-2806. 
Transition, §56-7-2808. 
Uniform termination of coverage, 

§56-7-2806. 
Pregnancy and maternity benefits, 
§§56-7-2350, 56-7-2351. 
Prescriptions. 
Pharmacy benefits managers, §§56-7-3101 
to 56-7-3112. 
Prostate cancer detection, §56-7-2354. 
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HEALTH INSURANCE —Cont’d 
Providers. 
Credentialing applications. 
Council on affordable quality health care. 
Insurer to accept applications based on 
council’s application, §56-7-1009. 
Referrals for services. 
Managed health insurer contacting patient 
to change referral to different provider. 
Prohibition, exceptions, §56-7-1004. 
Reimbursement protocols for physicians 
at federally qualified health centers, 
§56-7-1014. 
Release of health information, §56-7-124. 
School children. 
Medical accident insurance issued to, 
§56-7-2325. 
Small employer group health coverage, 
§§56-7-2201 to 56-7-2211. 
Affiliated companies. 
Treatment, §56-7-2204. 
Applicability of part. 
Health benefit plan, §56-7-2206. 
Citation of part, §56-7-2201. 
Companies. 
Affiliated companies. 
Treatment, §56-7-2204. 
Definitions, §56-7-2203. 
Distinct groupings. 
Additional groupings, §56-7-2205. 
Establishment, §56-7-2205. 
Health benefit plans. 
Applicability of part, §56-7-2206. 
Disclosure, §56-7-2207. 
Late enrollees, §56-7-2207. 
Participation and contribution 
requirements, enforcement, 
§56-7-2207. 
Preexisting conditions, §56-7-2207. 
Premium rates, §56-7-2207. 
Renewal, §56-7-2207. 
Health group cooperatives of small 
employers, §§56-7-2208 to 56-7-2211. 
Contracts. 
Duties, §56-7-2210. 
Prerequisites, §56-7-2211. 
Duties generally, §56-7-2210. 
Formation, §56-7-2208. 
Immunity from liability, §56-7-2209. 
Insurers not to form, §56-7-2208. 
Prerequisites to contracting with small 
employer insurer, §56-7-2211. 
Registration, §56-7-2208. 
Requirements, §56-7-2208. 
Involuntary transfer into or out of class of 
business, §56-7-2207. 
Legislative purpose, §56-7-2202. 
Preexisting conditions, §56-7-2207. 
Purpose of part, §56-7-2202. 
Title of part, §56-7-2201. 
Spouses or former spouses, notice of 
termination of coverage for, 
§56-7-2366. 
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HEALTH INSURANCE —Cont’d 
State mandated health benefits. 

Applicability to private insurers, public 
insurance programs and managed care 
organizations contracting to provide 
insurance through TennCare, 
§56-7-1005. 

Successor coverage health claims, 
§56-7-132. 

Telehealth services, §56-7-1002. 

TennCare. 

Pharmacy coverage. 

Notice of late payment or nonpayment of 
claims, §56-7-126. 
Tennessee health freedom act. 

Freedom to choose or decline to choose 
mode of securing healthcare services, 
§56-7-1016. 

Tennessee health information committee, 
§56-2-125. 
Uninsurables or uninsured. 

Access Tennessee health insurance 
program, §§56-7-2901 to 56-7-2916. 

Victims of crime. 

Domestic violence victims health insurance 
protection, §§56-8-201 to 56-8-206, 
56-8-301 to 56-8-306. 


HEALTH MAINTENANCE 
ORGANIZATIONS. 

Access Tennessee health insurance 
program, §§56-7-2901 to 56-7-2916. 


Alternative medical care, treatments, etc. 


Restricting information to patients 
prohibited, §56-7-2349. 
Autism spectrum disorders. 
Mandated coverage, §56-7-2367. 

Bone mass measurement coverage, 
§56-7-2506. 

Cancer. 

Clinical trials. 
Mandated coverages, §56-7-2365. 

Colorectal cancer early detection. 
Mandated insurer or plan coverage, 

§56-7-2364. 
Clinical trials. 

Mandated coverages. 
Health insurance coverage, §56-7-2365. 

Colorectal cancer early detection. 

Mandated insurer or plan coverage, 
§56-7-2364. 
Contracts. 
Mandated coverages. 
Clinical trials, health insurance coverage, 
§56-7-2365. 

Domestic violence victims health 
insurance protection, §§56-8-201 to 
56-8-206, 56-8-301 to 56-8-306. 

Health information of patients. 

Release, §56-7-124. 

Hold harmless requirements, §56-2-124. 

Mandated coverages. 

Clinical trials, health insurance coverage, 
§56-7-2365. 
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HEALTH MAINTENANCE 
ORGANIZATIONS —Cont’d 
Medication counseling. 
Mandated insurer or plan coverage, 
§56-7-2364. 
Nonprofit subsidiaries of hospital 
corporations, §56-2-122. 
Osteoporosis. 
Bone mass measurement coverage, 
§56-7-2506. 
Patients’ right to truth, §56-7-2349. 
Phenylketonuria (PKU) treatment, 
§56-7-2505. 
Release of health information of 
patients, §56-7-124. 
Spouses or former spouses, notice of 
termination of coverage for, 
§56-7-2366. 


HEARING AIDS. 
Health insurance coverage for hearing 
aids for children, §56-7-2368. 


HEARING INSTRUMENT SPECIALISTS. 
Health insurance coverage for hearing 
aids for children, §56-7-2368. 


HEARING LOSS, EARLY DETECTION. 
Health insurance. 
Coverage for infant hearing screening tests, 
§56-7-2508. 


HEARINGS. 
Insurance. 
Companies. 
Certificates of authority. 
Violations of requirement. 
Cease and desist orders, §§56-2-302, 
56-2-303. 
Financial requirements. 
In addition to minimum requirements, 
§56-2-120. 
Rules and regulations. 
Violations, §56-3-118. 

Foreign and alien insurance companies. 
Investment violations, §56-3-117. 

Managing general agents. 

Violations of provisions of part. 
Applicability of administrative 
procedures act, §56-6-507. 
Producer controlled property or casualty 
insurers. 
Violations of part, §56-6-604. 

Rates and rating organizations. 
Disapproval of rates, §56-5-108. 
Workers’ compensation insurance. 

Activation of fund or institution of 
direct assignment plan, §56-5-114. 
Unfair trade and claims settlement 
practices. 
Rulemaking hearing, §56-8-108. 


HIT AND RUN ACCIDENTS. 

Insurance recovery under uninsured 
motorist provisions, §§56-7-1201, 
56-7-1206. 
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HOSPITAL AND MEDICAL SERVICE 
CORPORATIONS. 
Access Tennessee health insurance 
program, §§56-7-2901 to 56-7-2916. 
Autism spectrum disorders. 
Mandated coverage, §56-7-2367. 
Bone mass measurement coverage, 
§56-7-2506. 
Cancer. 
Clinical trials. 
Mandated coverages, §56-7-2365. 
Clinical trials. 
Mandated coverages. 
Health insurance coverage, §56-7-2365. 
Commissioner of commerce and 
insurance. 
Regulatory authority of commissioner, 
§56-1-212. 
Contracts. 
Mandated coverages. 
Clinical trials, health insurance coverage, 
§56-7-2365. 
Conversion of nonprofit health insurance 
business to for-profit entity, §56-1-212. 
Dependent children. 
Hospital or medical expense coverage, 
§56-7-2302. 
Health information of patients. 
Release, §56-7-124. 
Licenses. 
Renewal. 
Alternative method, §56-1-302. 
Mandated coverages. 
Clinical trials, health insurance coverage, 
§56-7-2365. 
Medication counseling. 
Mandated insurer or plan coverage, 
§56-7-2364. 
Minors. 
Hospital or medical expense insurance. 
Dependent children coverage, §56-7-2302. 
Osteoporosis. 
Bone mass measurement coverage, 
§56-7-2506. 
Phenylketonuria (PKU) treatment, 
§56-7-2505. 
Spouses or former spouses, notice of 
termination of coverage for, 
§56-7-2366. 


HOSPITALS. 
Health insurance. 
Contracts with health care providers, 
§§56-7-3301 to 56-7-3304. 
Insurance. 
Jurisdiction over insurers, §56-7-1010. 
Medical records. 

Release authorization for claim for death 
benefits payable under life insurance 
policy or annuity contract, claim for, 
§56-7-134. 
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HOSPITALS —Cont’d 
Medical records. 
Insurance. 

Release authorization for claim for death 
benefits payable under life insurance 
policy or annuity contract, claim for, 
§56-7-134. 

Saint Jude children’s research hospital. 
Health care organizations. 
Access for enrollees, §56-7-2406. 


HOSPITAL SERVICE CORPORATIONS. 
Bone mass measurement coverage, 
§56-7-2506. 
Dependent children. 
Hospital or medical expense coverage, 
§56-7-2302. 
Health information of patients. 
Release, §56-7-124. 
Licenses. 
Renewal. 
Alternative method, §56-1-302. 
Minors. 
Hospital or medical expense insurance. 
Dependent children coverage, §56-7-2302. 
Osteoporosis. 
Bone mass measurement coverage, 
§56-7-2506. 
Phenylketonuria (PKU) treatment, 
§56-7-2505. 


IDENTIFICATION. 
Health insurance. 
Pharmacy benefits identification cards, 
standardization, §56-7-2361. 
Prescription drug cards. 
Pharmacy benefits identification cards, 
standardization, §56-7-2361. 


IMMUNITY. 
Health insurance. 
Small employer group health coverage. 
Health group cooperatives of small 
employers, §56-7-2209. 
Insurance. 
Standard valuation law. 
Actuarial analysis of reserves and 
supporting assets, opinion issued. 
Immunity of actuary, §56-1-903. 
Insurance producers. 
Information as to termination of producer. 
Persons providing, §56-6-117. 


INDEMNIFICATION. 
Insurance producers. 
Credit scores. 
Use of credit information to underwrite 
and rate risks for personal insurance. 
Actions, errors and omissions in using, 
§56-5-204. 
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INDIGENT PERSONS. 
Insurance. 

Memphis plan. 

Health care services for lower income 
persons, §§56-7-2001 to 56-7-2005. 

Memphis plan. 

Health care services for lower income 

persons, §§56-7-2001 to 56-7-2005. 


INDIVIDUAL MANDATE. 
Health freedom act. 
Restrictions on requiring purchase of 
healthcare services, §56-7-1016. 


INDUSTRIAL INSURANCE, §§56-7-701 to 
56-7-709. 
Definitions, §56-7-705. 
Industrial life insurance, §56-7-701. 
Fraud. 
Application or claim, §56-7-708. 
Misrepresentation as to terms, benefits or 
advantages, §56-7-705. 
Insolvency. | 
Premiums or assessments not to be received 
after insolvency, §56-7-706. 
Life insurance. 
Definition of industrial life insurance, 
§56-7-701. 
Misdemeanors. 
Violations of provisions, §56-7-709. 
Misrepresentations. 
Prohibited, §56-7-705. 
Penalties. 
Violations of provisions, §56-7-709. 
Policies. 
Issuance to unhealthy persons prohibited, 
§56-7-707. 
Misrepresentations prohibited, §56-7-705. 
Required provisions, §56-7-702. 
Exceptions, §56-7-703. 
Provisions more favorable to policyholder 
permissible, §56-7-704. 
Violations of provisions. 
Penalties, §56-7-709. 


INFANTS. 
Health insurance. 
Coverage for infant hearing screening tests, 
§56-7-2508. 


INJUNCTIONS. 
Health insurance. 
Navigators for health care exchanges. 
Enforcement of violations, §56-6-1303. 
Insurance. 
Companies. 
Unauthorized business, §56-2-110. 
Foreign or alien government controlled 
insurance companies, §56-2-404. 
Unfair trade and claims settlement 
practices. 
Injunction of violations, §56-8-109. 


INSURANCE. 
Access Tennessee health insurance 
program, §§56-7-2901 to 56-7-2916. 
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INSURANCE —Cont’d 
Accounts and accounting. 
Department of commerce and insurance. 

Division of regulatory boards. 

Money collected by boards attached to 
division. 
Separate account in general fund, 
§56-1-310. 
Managing general agents. 

Required to render detailed accounts of 

transactions, §56-6-504. 
Actions. 
Companies. 
Certificates of authority. 
No action to be maintained without 
certificate of authority, §56-2-109. 
Payments to or on behalf of client prior to 
trial. 

Effect, §56-7-131. 

Unfair trade and claims settlement 
practices. 

Injunction of violations, §56-8-109. 
Adjusters, §§56-6-901 to 56-6-920. 
Administrative procedure. 

Producer controlled property or casualty 
insurers. 

Violations of part. 

Applicability of act, §56-6-604. 
Violations of provisions of part. 
Hearings and judicial review. 
Applicability of act, §56-6-507. 
Administrators, §§56-6-401 to 56-6-412. 
Agreement. 

Provisions. 

Required provisions, §56-6-402. 

Retention, §56-6-402. 

Claims. 

Compensation of administrators not 
contingent on claim experience, 
§56-6-408. 

Payment of claims, §56-6-407. 

Compensation. 
Not contingent on claim experience, 
§56-6-408. 

Defined, §56-6-401. 
Duties. 

Fiduciary duties, §56-6-406. 

Recordkeeping, §56-6-404. 
Federally regulated trust. 

Exemption from provisions, §56-6-412. 
Fees. 

Licenses, §56-6-410. 
Fiduciaries. 

Duties as fiduciaries, §56-6-406. 
Licenses. 

Applications. 

Fee, §56-6-410. 

Fees, §56-6-410. 

Renewal. 

Alternative method, §56-1-302. 
Fee, §56-6-410. 

Required, §56-6-410. 

Waiver of requirement, §56-6-411. 

Revocation, §56-6-410. 
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INSURANCE —Cont’d 
Administrators —Cont’d 
Licenses —Cont’d 
Waiver of requirement, §56-6-411. 
Notice. 

Requirements, §56-6-409. 

Payments handled by administrator, 
§56-6-403. 
Penalties. 

Licenses. 

Failure to hold license, §56-6-410. 

Violations of provisions, §56-6-410. 

Records. 
Agreement. 
Retention of copy as part of official 
records, §56-6-402. 
Requirements, §56-6-404. 
Trusts and trustees. 
Applicability of provisions, §56-6-401. 
Federally regulated trusts. 
Exemption from provisions, §56-6-412. 
Advertising. 
Administrators, §56-6-405. 
Companies soliciting contracts by 
advertisements. 

Claims office required, §56-3-201. 

Medicare supplement insurance, 
§56-7-1407. 

Review of advertisements, §56-7-1507. 

Records, §56-6-405. 

Unfair trade and claims settlement 
practices, §56-8-104. 

Aged persons. 

Accident prevention course for older 
drivers. 

Reductions in premiums, §56-7-1107. 

Department of commerce and insurance. 
Office to assist older persons concerning 
insurance, §56-1-211. 
Agents and solicitors. 
Insurance producers, §§56-6-101 to 
56-6-126. 
Aircraft liability and aircraft hull 
insurance. 
Rates and rating organizations. 
Application of part, §56-5-101. 
Alcoholism. 
Availability of coverage for alcohol and drug 
dependency, §56-7-2602. 
Jurisdiction over insurers, §56-7-1010. 
Annuities. 
Debtor and creditor. 

Annuity for or assigned to spouse, 
children or dependent relatives 
exempt from claims of creditors, 
§56-7-203. 

Deposits. 
Restrictions, §56-7-205. 

Policies. 
Deferred individual annuity contracts. 

Minimum guaranteed surrender value, 
§56-7-112. 

Rates and rating organizations. 

Application of part, §56-5-101. 
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INSURANCE —Cont’d 
Appeals. 
Companies. 
Financial requirements. 
In addition to minimum requirements, 
§56-2-120. 
Rules and regulations. 
Violations, §56-3-118. 
Foreign and alien insurance companies. 
Investment violations, §56-3-117. 
Managing general agents. 
Violations of provisions of part. 
Judicial review. 
Applicability of administrative 
procedures act, §56-6-507. 
Rates and rating organizations. 
Aggrieved persons, §56-5-109. 
Applicability. 
Exclusions of types of insurance from 
specific definitions, §56-1-105. 
Attorneys at law. 
Foreign and alien insurance companies. 
Bad faith failure to pay claim. 
Recovery of attorneys’ fees, §56-7-105. 
Audiologists or speech pathologists. 
Treatment by, §56-7-2603. 
Audits. 
Reinsurance intermediaries. 
Auditing by insurer, §56-6-805. 
Bad faith. 
Claims. 
Failure to pay claims promptly. 
Additional liability upon insurers, 
§56-7-105. 
Banks and financial institutions. 
Insurance companies offering only surety 
insurance. 
State bank may own, operate or manage, 
§56-6-201. 
Bond issues. 
Companies. 
Valuation of bonds, §56-3-113. 
Bonds, surety. 
Department of commerce and insurance. 
Division of regulatory boards. 
Bonds of director and assistants, 
§56-1-305. 
Managing general agents. 
Commissioner may require, §56-6-503. 
Reinsurance intermediaries, §56-6-803. 
Bone mass measurement coverage, 
§56-7-2506. 
Breast cancer. 
Reconstructive breast surgery, §56-7-2507. 
Cancer treatment, §56-7-2504. 
Castle doctrine. 
Justifiable force used in protecting person’s 
self or property. 
Impediments to insurance for. 
Commissioner to study, §56-1-108. 
Cell phones. 
Insurance on portable electronics, 
§§56-6-1101 to 56-6-1107. 
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Certificates of soundness. 
Commissioner of commerce and insurance. 

Issuance of fraudulent certificate. 

Penalty, §56-4-104. 
Charities. 
Life insurance. 
Insurable interest, §56-7-314. 
Chiropractors. 
Employer-based insurance plans. 

Copayment and coinsurance equity 
compared to physician visits, 
§56-7-2409. 

Entities providing chiropractic service. 

Jurisdiction over insurers, §56-7-1010. 

Excuse for absence of employee or student, 
§56-7-119. 
Reimbursement for services within scope of 
practice, §56-7-2404. 
Chlamydia. 
Screening test, §56-7-2606. 
Claims. 
Administrators. 

Compensation of administrators not 
contingent on claim experience, 
§56-6-408. 

Payment of claims, §56-6-407. 

Bad faith. 
Failure to pay claims promptly. 
Additional liability upon insurers, 
§56-7-105. 
Failure to pay promptly. 

Additional liability upon insurers when 

refusal in bad faith, §56-7-105. 
Foreign and alien insurance companies. 
Bad faith failure to pay. 
Additional liability upon insurers, 
§56-7-105. 
Health insurance. 
Standardized forms, §56-1-104. 
Life insurance. 

Interest payable after receipt of claim, 

§56-7-315. 
Managing general agents. 

On-site review of underwriting and 
claims processing. 

Requirements of insurers doing 
business with agent, §56-6-505. 

Settlement of claims. 

Contracts permitting agent to settle. 
Required provisions, §56-6-504. 
Payment. 

Bad faith failure to pay. 

Additional liability upon insurers, 
§56-7-105. 
Prompt payment. 

Bad faith penalty for failure to pay 

promptly, §56-7-105. 
Standardized forms, §56-1-104. 
Unfair trade and claims settlement 

practices. 

Generally, §§56-8-101 to 56-8-113. 

Prohibited claims practices, §56-8-105. 
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Commercial lines insurers. 
Loss run history. 
Copy of insured’s three year history to 
insured, §56-5-123. 
Commercial risk insurance, §§56-7-1801 to 
56-7-1808. 
Commissioner of commerce and 
insurance, §56-5-102. 
Actuaries. 
Computation of net value of policies, 
§56-1-208. 
Duties, §§56-1-207, 56-1-208. 
Employment, §56-1-207. 
Certificates of soundness. 
Issuance of fraudulent certificate. 
Penalty, §56-4-104. 
Chief officer of department, §§56-1-201, 
56-1-202. 
Collateral. 
Commissioner as custodian of collateral 
deposited, §56-1-406. 
Confidential information maintained by 
commissioner, sharing, §56-2-801. 
Conflicts of interest, §56-1-203. 
Data disclosure requirements. 
Property and casualty insurers. 
Commissioner to adopt, §56-1-103. 
Easy to read policy act. 
Authorization of lower reading ease test 
score, §56-7-1607. 
Certification of reading ease test score, 
§56-7-1605. 
Enforcement, §56-7-1609. 
Specification of dates of compliance, 
§56-7-1609. 
Examinations. 
Insurance entities, §56-5-115. 
Expenses of department. 
Payment, §56-1-209. 
Fees. 
Felonies. 
Receipt of illegal fees, §56-4-104. 
Felonies. 
Fees. 
Receipt of illegal fees, §56-4-104. 
Issuance of fraudulent certificate, 
§56-4-104. 
Hearings. 
Examination of insurance companies. 
Hearing on report, §56-1-411. 
Rules and regulations, §56-1-701. 
Hospital and medical service corporations. 
Conversion of nonprofit health insurance 
business to for-profit entity, 
§56-1-212. 
Inquisitorial power, §56-1-204. 
Investigations. 
Producer licensing, §56-6-120. 
Justifiable force used in protecting person’s 
self or property. 
Study of impediments to insurance for 
use of, §56-1-108. 
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Commissioner of commerce and 
insurance —Cont’d 

Licenses. 

Convenience fee, §56-1-213. 
Medicare supplement insurance. 
Standards. 
Benefits. 
Minimum standards, §56-7-1504. 
Establishment, §56-7-1503. 

Navigators for health care exchanges. 

Remedies available to commissioner for 
violations by, §56-6-1303. 

Permits. 

Convenience fee, §56-1-213. 

Producer licensing. 

Contracting with nongovernmental 
entities, §56-6-107. 

Investigations, §56-6-120. 

Promulgation of regulations, §56-6-124. 

Property and casualty insurers. 

Data disclosure requirements. 
Commissioner to adopt, §56-1-103. 
Records. 
Copies. 
Certified copies to be evidence, 
§56-1-604. 
Documents to be recorded, §56-1-604. 
Duty to keep, §56-1-601. 
Inspection by public, §56-1-602. 
Receipts and expenditures, §56-1-209. 

Registration. 

Convenience fee, §56-1-213. 

Reinsurance intermediaries. 
Examinations by commissioner, 

§56-6-810. 
Rules and regulations, §56-6-812. 

Reports. 

Annual report to governor, §56-1-601. 

Rules and regulations, §56-2-301. 
Annual statements to commissioner. 

Promulgation of rules, §56-1-501. 
Companies. 
Promulgation of rules and regulations 
concerning, §56-3-118. 
Copies, §56-1-702. 
Filing, §56-1-702. 
Hearings, §56-1-701. 
Notice, §56-1-701. 
Insurance adjusters, §56-6-920. 
Managing general agents. 
Authority to promulgate, §56-6-508. 
Student loans, revocation or suspension 
of license of person defaulting on, 
§56-1-109. 
Unfair trade and claims settlement 
practices, §§56-8-108, 56-8-110. 

Seal of department, §56-1-603. 

Special deputy commissioners. 
Appointment, §56-1-206. 
Compensation, §56-1-206. 

Powers, §56-1-206. 
Inquisitorial power, §56-1-204. 
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Commissioner of commerce and 
insurance —Cont’d 

Standard valuation law. 

Actuarial analysis of reserves and 
supporting assets. 
Duties of commissioner, §56-1-903. 

Travel expenses, §56-1-205. 

Unfair trade and claims settlement 
practices. 

Authority supplemental to powers 
conferred by other laws, §56-8-111. 

Commissioner’s authority generally, 
§56-8-107. 

Injunction of violations, §56-8-109. 

Rulemaking, §§56-8-108, 56-8-110. 

Sole enforcement authority, §56-8-101. 

Complaints against licensed individual 

or entity. 

Request by department for information. 

Response by individual or entity within 
reasonable time, §56-1-106. 
Continuation. 
Group coverage, §56-7-2312. 
Countersignatures. 
Producers, §56-6-122. 
Coverage. 
Cancer treatment, §56-7-2504. 
Exclusion of coverage. 
Contractual agreements, §56-7-121. 
Credit insurance. 
Defined, §56-2-201. 
Rates and rating organizations. 
Application of part, §56-5-101. 
Credit scores. 

Use to underwrite and rate risks for 
personal insurance, §§56-5-201 to 
56-5-207. 

Criminal history records system. 

Department of commerce and insurance. 

Authority to query, §56-1-107. 
Criminal law and procedure. 

Agents and solicitors. 

Time-price differential payments. 
Violations of provisions, §56-6-305. 
Certificates of authority. 
Issuance of fraudulent certificates, 
§56-4-104. 
Examination of insurance companies. 
Failure to testify before commissioner or 
obstruction of examination, 
§56-1-412. 

Fees. 

Receipt of illegal fees, §56-4-104. 

Fines, §§56-1-503, 56-1-802. 

Foreign or alien government controlled 
insurance companies. 

Violations of provisions, §56-2-403. 

Industrial insurance. 

Violations of provisions, §56-7-709. 

Crop insurance adjusters, §§56-6-1001 to 
56-6-1009. 

Deadly force used in protecting person’s 
self or property. 

Impediments to insurance for. 

Commissioner to study, §56-1-108. 
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Definitions, §§56-1-102, 56-5-102. 
Administrators, §56-6-401. 
Alien or foreign government, §56-2-401. 
Commercial risk insurance. 
Cancellation, §56-7-1802. 
Credit scores. 
Use of credit information to underwrite 


and rate risks for personal insurance, 


§56-5-201. 

Easy to read policy act, §56-7-1603. 
Exclusions of types of insurance from 
specific definitions, §56-1-105. 
Foreign and alien insurance companies. 

Service of process, §56-2-502. 
Health care service utilization review, 
§56-6-703. 
Industrial insurance, §56-7-705. 
Industrial life insurance, §56-7-701. 
Investments. 


Domestic insurance companies, §56-3-401. 


Domestic life insurance companies, 
§56-3-302. 

Kinds of insurance, §56-2-201. 
Life insurance. 

Credit life insurance, §56-7-904. 
Managing general agents, §56-6-502. 
Medicare supplement insurance, 

§56-7-1501. 
Pets, §56-7-2101. 
Policies. 

Contract of insurance, §56-7-101. 
Portable electronics, §56-6-1101. 
Producer controlled property or casualty 

insurers, §56-6-602. 
Rates and rating organizations, §56-5-102. 
Reinsurance intermediaries, §56-6-802. 
Small employer group health coverage, 
§56-7-2203. 
Unauthorized insurers. 

Enforcement of orders or decisions 
against unauthorized insurers, 
§56-2-702. 

Unclaimed life insurance benefits, 
§56-7-3403. 
Denial of coverage for lack of surgical 

facilities prohibited, §56-7-2503. 

Dental insurance plans. 


Requiring dentists to provide services at fee 


set by plan. 
Prohibition, §56-7-1017. 
Dental procedures performed on minors 
in hospitals, §56-7-2353. 
Dentists. 


Included within terms physician and doctor, 


§56-7-2405. 
Jurisdiction over insurers, §56-7-1010. 


Department of commerce and insurance, 


§§56-1-101 to 56-1-802. 

Advisory committee. 
Appointment, §56-1-210. 
Composition, §56-1-210. 
Qualifications of members, §56-1-210. 
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Department of commerce and insurance 


—Cont’d 
Aged persons. 

Office to assist older persons concerning 
insurance, §56-1-211. 

Complaints against licensed individual or 
entity. 

Request by department for information. 

Response by individual or entity within 
reasonable time, §56-1-106. 

Creation, §56-1-201. 
Credit scores. 

Use to underwrite and rate risks for 
personal insurance. 

Filing credit scoring models with 
department, §56-5-205. 

Criminal history records system. 

Authority to query, §56-1-107. 

Division of regulatory boards. 

Collection of money by boards attached to 
division, §56-1-310. 

Deposits in state general fund, 
§56-1-310. 

Separate account for each board, 
§56-1-310. 

Costs. 

Assessment of investigatory and 
hearing costs, §56-1-311. 

Director, §56-1-301. 

Bonds, surety, §56-1-305. 

Conclusiveness of director’s decisions, 
§56-1-303. 

Consultation with boards, §56-1-303. 

Duties, §56-1-302. 

Member of each board, §56-1-304. 

Notification of meetings, §56-1-304. 

Powers, §56-1-302. 

Reports. 

Monthly disciplinary report, 
§56-1-302. 

Rules and regulations. 

Power to promulgate, §56-1-302. 

Discipline of licensees of boards attached 
to division, §56-1-313. 

Electronic submission of applications or 
complaints, implementation of 
system for, §56-1-302. 

Employment of personnel, §56-1-306. 

Expenditure estimates. 

Consultation with boards, commissions 
and agencies attached to division, 
§56-1-309. 

Expenses of members. 

Per diem and travel expenses of board, 
commission or agency members, 
§56-1-307. 

Hearings. 

Costs, §56-1-311. 

Investigations. 

Costs, §56-1-311. 

Penalty for violation of statute, rule or 
order, §56-1-308. 
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Department of commerce and insurance 
—Cont’d 
Division of regulatory boards —Cont’d 
Per diem and travel expenses of board, 
commission or agency members, 
§56-1-307. 
Personnel, §56-1-306. 
Student loans. 
Default by members of regulated 
professions. 
Disciplinary action by division, 
§56-1-312. 
Rules and regulations by 
commissioner, §56-1-109. 
Surrender of license. 
Discipline of licensees of boards 
attached to division, §56-1-313. 
Violations of statutes, rules or orders. 
Penalties, §56-1-308. 
Expenditure estimates, §56-1-309. 
Expenses. 
Payment, §56-1-209. 
Rules and regulations. 
Division of regulatory boards. 
Director, §56-1-302. 
Penalty for violations of rules, 
§56-1-308. 
Seal, §56-1-603. 
Dependent children. 
Health insurance. 
Hospital or medical expense coverage. 
Coverage of dependent children, 
§56-7-2302. 
Diabetes. 
Equipment, supplies and outpatient 
services, §56-7-2605. 
Disability insurance. 
Calculation of disability benefit reserves, 
§56-1-418. 
Defined, §56-2-201. 
Rates and rating organizations. 
Application of part, §56-5-101. 
Disbursements. 
Life insurance companies. 
Vouchers or affidavits, §56-3-107. 
Disclosure requirements. 
Property and casualty insurers. 
Adoption of data disclosure requirements, 
§56-1-103. 
Discrimination. 
Chiropractors. 
Reimbursement for services within scope 
of practice. 
Discrimination prohibited, §56-7-2404. 
Rates and rating organizations, §56-5-103. 
Unfair trade and claims settlement 
practices, §56-8-104. 
Dividends. 
Rates and rating organizations. 
Payment of dividends unaffected, 
§56-5-116. 
Divorce. 
Group insurance coverage of dependent 
spouse. 
Continuation and conversion, §56-7-2312. 
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Domestic violence victims health 
insurance protection, §§56-8-201 to 
56-8-206, 56-8-301 to 56-8-306. 

Drugs. 

Alcoholism and drug dependence. 
Availability of coverage, §56-7-2602. 
Jurisdiction over insurers, §56-7-1010. 

Emergency services coverage, §56-7-2355. 
Managed health plans, §56-7-2356. 
Employers and employees. 

Motor vehicles. 

Premiums. 
Effect of accidents by employees, 
§56-7-1109. 

English language. 

Plain English, §56-7-123. 
Examinations. 

Reinsurance intermediaries, §56-6-810. 
Exclusions of types of insurance from 
specific definitions, §56-1-105. 

False statements. 
Unfair trade and claims settlement 
practices, §56-8-104. 
Fees. 
Administrators. 
Licenses, §56-6-410. 
Certificates of authority. 
Issuance of fraudulent certificate, 
§56-4-104. 
Companies. 
Excess fees. 
Duties of commissioner as to, 
§56-1-209. 
Fraternal insurance companies. 
Per diem fee and expense of annual 
valuation of policies, §56-4-103. 
Generally, §56-4-101. 
Illegal fees. 
Receipt, §56-4-104. 
Valuation of life policy, §56-4-101. 
Disposition of fees, §56-4-102. 
Convenience fee for license, permit, etc, 
issuance and renewal, §56-1-213. 
Erroneously paid amounts. 
Refund, §56-4-105. 
Penalties. 
Licenses, §56-6-410. 
Portable electronics. 
Licenses, §56-6-1107. 
Producers. 
Licenses, §56-6-121. 
Refund of erroneously paid amounts, 
§56-4-105. 
Reinsuring credit life, credit accident and 
credit health insurance. 
Annual regulatory fees, §56-4-106. 
Felonies. 

Certificates of authority. 

Issuance of fraudulent certificate, 
§56-4-104. 

Commissioner of commerce and insurance. 

Receipt of illegal fees or issuance of 
fraudulent certificate, §56-4-104. 
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INSURANCE —Cont’d 
Felonies —Cont’d 
Fees. 
Receipt of illegal fees, §56-4-104. 
Fiduciaries. 
Managing general agents. 
Funds collected for account of insurer. 
Held by agent in fiduciary capacity, 
§56-6-504. 
Fines. 
Complaints against licensed individual or 
entity. 
Request by department for information. 
Response by individual or entity within 
reasonable time, §56-1-106. 
False statements by companies, §56-1-503. 
Imprisonment for failure to pay, §56-1-802. 
Fraud. 
Industrial insurance. 
Applications or claims, §56-7-708. 
Misrepresentation as to terms, benefits or 
advantages, §56-7-705. 

Genetic information nondiscrimination 
in health insurance act, §§56-7-2701 to 
56-7-2708. 

Good faith. 

Failure to pay promptly insurance losses 
when refusal not in good faith. 
Additional liability on insurers, 
§56-7-105. 
Group coverage. 
Continuation, §56-7-2312. 
Unfair trade and claims settlement 
practices, §56-8-104. 
Guardians. 
Coverage of children in custody of 
guardians, §56-7-2347. 
Health care liability. 
Policies. 
Availability for all classifications of 
practice, §56-7-115. 
Settlement of health care liability claims. 
Certain insurance companies to report, 
§56-3-111. 

Health insurance portability, availability 
and renewability, §§56-7-2801 to 
56-7-2814. 

Hearings. 

Companies. 
Certificates of authority. 
Violations of requirement. 
Cease and desist orders, §§56-2-302, 
56-2-303. 
Financial requirements. 
In addition to minimum requirements, 
§56-2-120. 
Rules and regulations. 
Violations, §56-3-118. 
Foreign and alien insurance companies. 
Investment violations, §56-3-117. 
Managing general agents. 
Violations of provisions of part. 
Applicability of administrative 
procedures act, §56-6-507. 
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Hearings —Cont’d 

Producer controlled property or casualty 

insurers. 

Violations of part, §56-6-604. 

Rates and rating organizations. 
Disapproval of rates, §56-5-108. 
Workers’ compensation insurance. 

Activation of fund or institution of 
direct assignment plan, §56-5-114. 
Homeowners. 

Inquiries by insured as to policy or loss 

under policy. 

Cancellation or premium increase, 
restrictions, §56-7-113. 

Personal lines policyholders. 

Written statement of rights, §56-7-125. 

Sinkhole insurance, §56-7-130. 

Hospital or medical expense insurance. 

Dependent children coverage, §56-7-2302. 

Hospitals. 

Jurisdiction over insurers, §56-7-1010. 

Medical records. 

Release authorization for claim for death 
benefits payable under life insurance 
policy or annuity contract, claim for, 
§56-7-134. 

Indemnified employee welfare benefit 
plans. 

Registration. 

Convenience fees, §56-1-213. 

Indigent persons. 

Memphis plan. 

Health care services for lower income 
persons, §§56-7-2001 to 56-7-2005. 

Industrial insurance, §§56-7-701 to 

56-7-709. 

Infants. 
Coverage for infant hearing screening tests, 
§56-7-2508. 
Medical care prior to hospital discharge of 
newborns, §56-7-2350. 
Injunctions. 

Companies. 

Unauthorized business, §56-2-110. 

Foreign or alien government controlled 

insurance companies, §56-2-404. 

Unfair trade and claims settlement 

practices, §56-8-109. 
Interest. 

Life insurance. 

Interest payable after receipt of claim, 
§56-7-315. 

Policies. 

Policy loan interest rates, §56-7-2309. 

Taxation. 

Delinquency, §56-4-216. 

Interim rates. 
Rates and rating organizations, §56-5-108. 
Investigations. 
Domestic violence victims health insurance 
protection, §§56-8-206, 56-8-306. 
Investments. 

Definitions. 

Domestic insurance companies, §56-3-401. 
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Investments —Cont’d 
Definitions —Cont’d 
Domestic life insurance companies, 
§56-3-302. 
Domestic insurance companies. 
Authorized investments, §56-3-402. 
Foreign securities and investments, 
§56-3-403. 
Real property, §56-3-405. 
Stock, §56-3-404. 
Definitions, §56-3-401. 


Exclusive nature of provisions, §56-3-407. 


Existing investments. 
Eligible investments, §56-3-409. 
Foreign securities and investments, 
§56-3-403. 
Limitations, §56-3-402. 
Mortgages and deeds of trust. 
Authorized investments, §56-3-402. 
Prohibited actions and transactions, 
§56-3-408. 
Purchase or assignment of life insurance. 
Insurable interest, §56-7-314. 
Real property. 
Acquisition and conveyance, §56-3-405. 
Disposition, §56-3-406. 
Restrictions, §56-3-402. 
Domestic life insurance companies. 
Agreement to withhold property from 
sale. 
Prohibited, §56-3-301. 
Authorized investments, §56-3-303. 
Computers, §56-3-307. 
Definitions, §56-3-302. 
Existing investments, §56-3-303. 
Foreign investments, §56-3-304. 
Loans. 
Regulations, §56-3-301. 
Other insurance companies. 
Investment in stock of authorized, 
§56-3-303. 
Real property. 
Acquisition, holding and conveyance. 
Authorized, §56-3-305. 
Disposition. 
Extension of time, §56-3-306. 
Time for, §56-3-306. 
Restrictions on loans or investments, 
§56-3-307. 
Saving clause, §56-3-303. 
Subsidiaries. 
Acquisition, §56-3-303. 
Underwriting or participation by 
domestic life company in offering 
securities by another. 
Prohibited, §56-3-301. 
Foreign and alien insurance companies, 
§56-3-117. 
Joint underwritings. 
Rates and rating organizations, §§56-5-102, 
56-5-114. 
Justifiable force used in protecting 
person’s self or property. 
Impediments to insurance for. 
Commissioner to study, §56-1-108. 
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Kinds of insurance. 
Companies may exercise one or all branches 
of authorized business, §56-2-205. 
Definitions, §56-2-201. 
Property insurance. 

Kinds of property insurance authorized, 

§56-2-202. 
Reinsurance. 

Capital required, §56-2-114. 

Transaction of combinations of kinds of 
insurance. 

Capital required, §§56-2-114, 56-2-115. 

Licenses. 
Convenience fee, §56-1-213. 
Division of regulatory boards. 

Payment of civil penalties assessed by, 
prerequisite to license issuance or 
renewal, §56-1-308. 

Portable electronics insurance, §§56-6-1102, 
56-6-1107. 
Producer licensing generally, §§56-6-101 to 
56-6-126. 
Limited lines producers. 
Licenses, §56-6-110. 
Portable electronics insurance, §§56-6-1102, 
56-6-1107. 
Self-service storage insurance, §56-6-1202. 
Travel insurance producers, §§56-6-1401 to 
56-6-1407. 
Lloyd’s plan. 
Companies on Lloyd’s plan authorized to do 
business, §56-2-206. 
Risk limitations. 
Property and casualty insurers, 
§56-3-116. 
Loans. 
Unfair trade and claims settlement 
practices. 

Insurance policy negotiation or renewal 
as condition precedent of loan, 
prohibited, §56-8-106. 

Real property securing loan, requiring 
property insurance in excess of 
replacement cost, §56-8-106. 

Unauthorized use of lender information, 
§56-8-104. 

Long-term care insurance. 
Unfair trade and claims settlement 
practices, §56-8-104. 
Losses. 
Rates and rating organizations. 

Plans for reporting loss and expense, 

§56-5-112. 
Mammography screening. 
Coverage requirements, §56-7-2502. 
Managed health plans. 
Continuing care when provider leaves plan, 
§56-7-2358. 
Referrals. 

Managed health insurer contacting 
patient to change referral to different 
provider. 

Prohibition, exceptions, §56-7-1004. 
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Managed health plans —Cont’d 
Sufficient network of providers required, 
§56-7-2356. 
Managing general agents, §§56-6-501 to 
56-6-510. 
Mandated insurer or plan coverage, 
§§56-7-2301 to 56-7-2367. 
Alcohol and drug treatment, §56-7-2602. 
Audiologists or speech pathologists 

treatment, §56-7-2603. 

Autism spectrum disorders, §56-7-2367. 
Cancer. 

Clinical trials. 

Health insurance coverage, §56-7-2365. 
Colorectal cancer early detection, 
§56-7-2363. 

Prostate cancer detection, §56-7-2354. 
Chlamydia. 

Screening test, §56-7-2606. 
Clinical trials. 

Health insurance coverage, §56-7-2365. 
Colorectal cancer early detection, 

§56-7-2363. 

Continuation of coverage on group 

contracts, §56-7-2304. 

Conversion of group insurance. 
Benefits. 

Ceiling on converted policy benefits, 
§56-7-2316. 

Converted policy benefits in first policy 
year limited by group policy 
benefits, §56-7-2317. 

Ceiling on converted policy benefits, 
§56-7-2316. 
Conditions, §56-7-2313. 
Coverage. 
Optional coverage, §56-7-2318. 
Exemption of insurer from conversion 
requirement. 

Conditions exempting insurer, 
§56-7-2313. 

Group coverage in lieu of converted 
individual coverage. 

Insurer may elect to provide, 
§56-7-2321. 

Information from insured persons. 

Request for, §56-7-2315. 

Medicare. 

Eligibility as affecting coverage, 

§56-7-2320. 
Nonrenewal of policy. 

Grounds, §56-7-2315. 

Notice of conversion privilege, §56-7-2322. 

Optional coverage, §56-7-2318. 

Optional election of retirement conversion 
rights, §56-7-2319. 

Persons who may claim conversion 
privilege, §56-7-2320. 

Preexisting conditions not to be excluded, 
§56-7-2317. 

Retirement conversion rights. 

Optional election, §56-7-2319. 


INSURANCE —Cont’d 
Mandated insurer or plan coverage 
—Cont’d 
Conversion of group insurance —Cont’d 
Right of holder of terminated group 
policy, §56-7-2312. 

Conditions exempting insurer from 
conversion requirement, 
§56-7-2314. 

Surviving spouse. 
Persons who may claim conversion 
privilege, §56-7-2320. 
Termination of group coverage. 
Right of insured, §56-7-2312. 
Dependent children under hospital or 
medical expense policies. 
Coverage to age twenty-four, §56-7-2302. 
Intellectually disabled or physically 
handicapped. 
Termination prohibited, §56-7-2302. 
Diabetes. 
Equipment, supplies and outpatient 
services, §56-7-2605. 
Drugs. 
Clinical trials. 
Health insurance coverage, §56-7-2365. 
Forfeiture and lapse restrictions, 
§56-7-2303. 
Group life insurance, §56-7-2305. 
Prior policies unaffected by provisions, 
§56-7-2306. 
Life insurance. 
Character of life policies to be printed or 
stamped thereon, §56-7-2310. 
Loan provisions, §56-7-2309. 
Policy forms, §56-7-2311. 
Prohibited provisions and conditions, 
§56-7-2308. 
Required provisions and conditions, 
§56-7-2307. 
Mammogram coverage, §56-7-2502. 
Medication counseling, §56-7-2364. 
Mental illness. 
Denial of coverage for lack of surgical 
facilities prohibited, §56-7-2503. 
Mental illness coverage, §56-7-2601. 
Newly born children, §56-7-2301. 
Pediatric nursery care, §56-7-2604. 
Pharmacy benefits. 
Correction of submitted claims, 
§56-7-2362. 
Identification cards, standardization, 
§56-7-2361. 
Payment on authorized services, 
§56-7-2362. 
School insurance benefits, §§56-7-2323 to 

56-7-2325. 

Spouses or former spouses, notice of 

termination of coverage for, §56-7-2366. 

Sterilization. 
Prescription on coverage limited, 
§56-7-2501. 
Mandated scope of practice. 
Nurse midwife services, §56-7-2407. 
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Mandated scope of practice —Cont’d 
Optometrists, podiatrists, social workers, 
etc., §§56-7-2401 to 56-7-2410. 
St. Jude children’s research hospital. 
Health care services provided by, 
§56-7-2406. 
Marine insurance. 
Authorized, §56-2-204. 
Massachusetts mortgage clause, 
§56-7-804. 


Maternity benefits, §§56-7-2350, 56-7-2351. 


Medicaid eligibility, §56-7-2348. 

Medical records. 

Release authorization for claim for death 
benefits payable under life insurance 
policy or annuity contract, claim for, 
§56-7-134. 

Medicare supplement insurance, 
§§56-7-1401 to 56-7-1407, 56-7-1501 to 
56-7-1509. 

Memphis plan, §§56-7-2001 to 56-7-2005. 

Citation of part. 

Memphis plan act of 1991, §56-7-2001. 

Conditions for plan not to be deemed 
insurance, §56-7-2003. 

Eligibility in plan. 

Conditions for plan not to be deemed 
insurance, §56-7-2003. 

Health care services for lower income 
persons. 

Purposes, §56-7-2002. 

Health care sharing ministries, 
presumption that requirements 
satisfied, §56-7-2005. 

Minimum essential health coverage 
required, §56-7-2004. 

Not-for-profit basis. 

Conditions for plan not to be deemed 
insurance, §56-7-2003. 
Plan not deemed insurance. 
Conditions, §56-7-2003. 

Purposes, §56-7-2002. 

Short title. 

Memphis plan act of 1991, §56-7-2001. 

Mentally ill. 

Alcoholism and drug dependence. 

Availability of coverage, §56-7-2602. 
Coverage, §56-7-2601. 
Health insurance. 
Coverage of mental illness, §56-7-2601. 
Denial of coverage for lack of surgical 
facilities prohibited, §56-7-2503. 
Limits on services, §56-7-2360. 

Jurisdiction over insurers, §56-7-1010. 

Midwives. 

Nurse midwife services, §56-7-2407. 

Military personnel. 

Unfair trade and claims settlement 
practices related to armed forces, 
§56-8-104. 

Minors. 

Coverage of children in custody of 
guardians, §56-7-2347. 


INSURANCE —Cont’d 
Minors —Cont’d 

Health and accident policies. 

Hospital or medical expense insurance. 
Dependent children coverage, 
§56-7-2302. 

Misdemeanors. 

Agents and solicitors. 

Time-price differential charges. 
Excessive charges, §56-6-305. 
Time-price differential payments. 

Violations of provisions, §56-6-305. 
Examination of insurance companies. 
Failure to testify before commissioner or 
obstruction of examination, 
§56-1-412. 
Foreign and alien insurance companies, 
§56-2-403. 
Foreign or alien government controlled 
insurance companies. 

Violations of provisions, §56-2-403. 

Fraudulent statements and application or 
claim, §56-7-709. 
Industrial or fraternal insurance. 

Issuance of policies or certificates to 

unhealthy persons, §56-7-709. 

Misrepresentations as to terms, benefits 

or advantages, §56-7-709. 
Receipt of premiums or assessments after 
insolvency, §56-7-709. 

Violations of provisions, §56-7-709. 
Recovery of penalties, §56-1-802. 
Violations of insurance laws. 

Generally, §56-1-801. 

Misrepresentation. 
Unfair trade and claims settlement 
practices, §§56-8-101 to 56-8-113. 
Mortgages and deeds of trust. 
Massachusetts mortgage clause, §56-7-804. 
Motor vehicles. 
Underinsured motor vehicle coverage, 
§§56-7-1201 to 56-7-1206. 
Newly born children. 
Coverage, §56-7-2301. 
Coverage for infant hearing screening tests, 
§56-7-2508. 
Medical care prior to hospital discharge, 
§56-7-2350. 

Nonprofit rural health care plans. 
Exemption from certain provisions as to 
insurance companies, §56-2-121. 

Notice. 
Cancellation of personal risk insurance. 

Notice of intention not to renew, 

§56-7-1901. 
Commercial risk insurance. 
Cancellation. 
Prerequisites for effective notice, 
§56-7-1803. 
Contents of notice, §56-7-1804. 
Delivery of notice, §56-7-1804. 
Companies. 

Certificates of authority. 

Revocation or suspension, §§56-1-416, 
56-1-417. 
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INSURANCE —Cont’d 
Notice —Cont’d 
Companies —Cont’d 
Certificates of authority —Cont’d 
Violations of requirement. 
Hearing on issuance of cease and 
desist order, §56-2-302. 
Financial requirements. 
In addition to minimum requirements, 
§56-2-120. 
Rules and regulations. 
Violations, §56-3-118. 
Credit scores. 
Use of credit information to underwrite 


and rate risks for personal insurance. 


Adverse action based on factors 
including credit information, 
§56-5-203. 

Foreign and alien insurance companies. 
Investments. 

Violations, §56-3-117. 

Impairment of capital stock of domestic 

insurance companies, §56-1-414. 

Managing general agents. 
Contract for business between agent and 
insurer. 

Termination for cause, §56-6-504. 

Duties of insurers doing business 
with agents, §56-6-505. 
Portable electronics. 
Policyholder terminating, §56-6-1106. 
Producer controlled property or casualty 
insurers. 
Violations of part, §56-6-604. 
Rates and rating organizations. 
Premium increases, §56-7-118. 
Nuisances. 
Foreign or alien government controlled 
insurance companies. 
Declared public nuisance, §56-2-404. 
Nurses. 
Reimbursement for services by nurse in 
advanced practice, §56-7-2408. 
Occupational and physical therapists. 
Employer-based insurance plans. 
Copayment and coinsurance equity 
compared to physician visits, 
§56-7-2409. 
Ocean marine insurance. 
Rates and rating organizations. 
Application of part, §56-5-101. 
Off-label uses of approved drugs, 
§56-7-2352. 
Optometrists. 
Jurisdiction over insurers, §56-7-1010. 
Reimbursement for services within scope of 
practice, §56-7-2401. 
Osteoporosis. 
Bone mass measurement coverage, 
§56-7-2506. 
Parent and child. 
Life insurance, §§56-7-201, 56-7-203. 
Penalties. 
Administrators. 
Licenses. 
Failure to hold license, §56-6-410. 
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Penalties —Cont’d 
Administrators —Cont’d 
Violation of provisions, §56-6-410. 
Alternative medical care, treatments, etc. 
Restricting information to patients, 
§56-7-2349. 
Bad faith penalty. 
Failure to pay claims promptly, 
§56-7-105. 
Certificates of authority. 
Doing business without, §56-2-108. 
Claims office. 
Failure to provide, §56-3-203. 
Companies. 
Taxation. 
Delinquency, §56-4-216. 
Complaints against licensed individual or 
entity. 
Request by department for information. 
Response by individual or entity within 
reasonable time. 
Failure to respond, §56-1-106. 
Department of commerce and insurance. 
Division of regulatory boards. 
Violations of statutes, rules or orders, 
§56-1-308. 
District attorney general to sue for 
penalties, §56-1-802. 
Fees. 
Licenses, §56-6-410. 
General penalties, §56-1-801. 
Imprisonment for failure to pay penalties, 
§56-1-802. 
Managing general agents. 
Violations of provisions of part, §56-6-507. 
Portable electronics. 
Civil penalties, §56-6-1105. 
Producer controlled property or casualty 
insurer act. 
Violations of part, §56-6-604. 
Rates and rating organizations, §56-5-117. 
Statements by insurance companies. 
False statement, §56-1-503. 
Taxation. 
Companies. 
Delinquency, §56-4-216. 
Perjury. 
Statements by insurance companies. 
False statement, §56-1-503. 
Permits. 
Convenience fee, §56-1-213. 
Personal risk insurance. 
Cancellation. 
Notice of intention not to renew, 
§56-7-1901. 
Statement of reasons for nonrenewal, 
§56-7-1902. 
Rate filings. 
Applicability of part, §56-5-301. 
Limitations on, §56-5-302. 
Pets. 
Defined, §56-7-2101. 
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Pets —Cont’d 

Group or individual policies or contracts, 
§56-7-2102. 

Policies. 

Disclosures, §56-7-2103. 
Pharmacy benefits. 

Correction of submitted claims, §56-7-2362. 

Health insurance plans. 

Participation and access, §56-7-2359. 

Identification cards, standardization, 
§56-7-2361. 

Mail-order pharmacy. 

Requirement of use in group medical 
benefit contracts. 
Prohibited, §56-7-117. 

Payment on authorized services, 

§56-7-2362. 
Phenylketonuria (PKU) treatment, 
§56-7-2505. 
Physical therapists. 
Employer-based insurance plans. 
Copayment and coinsurance equity 
compared to physician visits, 
§56-7-2409. 
Jurisdiction over insurers, §56-7-1010. 
Physician assistants. 

Copayment and coinsurance equity 
compared to physician visits, 
§56-7-2410. 

Podiatrists. 

Included within terms physician or doctor, 
§56-7-2405. 

Reimbursement for services within scope of 
practice, §56-7-2401. 

Policies, §§56-7-101 to 56-7-3406. 
Portable electronics, §§56-6-1101 to 
56-6-1107. 

Application for license, §56-6-1107. 

Authority of license issued vendors to sell, 
§56-6-1102. 

Billing and collecting of charges for 
coverage, §56-6-1104. 

Brochures or other written materials. 

Made available at locations where 
coverage offered, §56-6-1103. 

Change in terms and conditions, 
§56-6-1106. 

Civil penalties, §56-6-1105. 

Definitions, §56-6-1101. 

Duration and expiration of license, 
§56-6-1107. 

Eligibility and underwriting standards. 


Established for each program, §56-6-1103. 


Employees selling and not subject to 
license. 

Requirements, §56-6-1104. 
Enrollment, termination, §56-6-1106. 
Fee for license, §56-6-1107. 

Group or master inland marine policy. 

Offering coverage as, §56-6-1103. 
Limited lines license. 

Application, §56-6-1107. 
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INSURANCE —Cont’d 
Portable electronics —Cont’d 
Limited lines license —Cont’d 
Vendor required to hold to sell coverage, 
§56-6-1102. 
Policyholder terminating, notice, 
§56-6-1106. 
Suspension of privilege of transacting 
insurance, §56-6-1105. 
Suspension or revocation of ability to act 
under license, §56-6-1105. 
Termination or change in terms and 
conditions, §56-6-1106. 
Violations, §56-6-1105. 
Pregnancy and maternity benefits, 
§§56-7-2350, 56-7-2351. 
Prescription drug cards. 
Pharmacy benefits identification cards, 
standardization, §56-7-2361. 
Presumption created by signing of 
contract or other document, 
§56-7-135. 
Prison terms. 
Failure to pay fines, §56-1-802. 
Producers. 
Generally, §§56-6-101 to 56-6-126. 
Program for all-inclusive care for the 
elderly (PACE). 
Exemption from certain provisions, 
§56-2-121. 
Prompt payment standards, §56-7-109. 
Prostate cancer detection, §56-7-2354. 
Psychologists. 
Reimbursement for services within scope of 
practice, §56-7-2401. 
Rates and rating organizations, 
§§56-5-101 to 56-5-123. 
Advisory organizations. 
Activities and services, §56-5-111. 
Defined, §56-5-102. 
Registration, §56-5-111. 
Advisory prospective loss costs. 
Defined, §56-5-102. 
Workers’ compensation insurance. 
Intent of system, §56-5-119. 
Aggrieved persons, §56-5-109. 
Agreements between insurers or with other 
organizations, §56-5-113. 
Aircraft liability and aircraft hull 
insurance. 
Applicability of part, §56-5-101. 
Annuities. 
Applicability of part, §56-5-101. 
Appeals. 
Aggrieved persons, §56-5-109. 
Basic factors in rates, §56-5-104. 
Casualty insurers. 
Rate adjustments. 
Data concerning. 
Commissioner authorized to request, 
§56-1-103. 
Classification of risks, §56-5-104. 
Commercial lines insurers. 
Loss run history. 
Copy of insured’s three year history to 
insured, §56-5-123. 
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Rates and rating organizations —Cont’d 
Commercial risk insurance. 
Defined, §56-5-102. 
Exempt commercial risk policyholders, 
§56-5-122. 
Required filings, §56-5-106. 
Commissioner of commerce and insurance. 
Examinations, §56-5-115. 
Fire insurance, §56-5-101. 
Orders. 
Review of orders, §56-5-118. 
Common ownership or operating in state 


under common management or control. 


Acting in concert between or among 
themselves, §56-5-113. 
Compliance with standards. 

Criteria for compliance, §56-5-104. 
Consent to rate, §56-5-107. 
Cooperation among advisory organizations 

and/or insurers, §56-5-121. 
Credit insurance. 

Application of part, §56-5-101. 
Credit life and health and accident 

insurance. 

Advisory committee on credit life 

insurance rates, §56-7-913. 
Application of part, §56-5-101. 
Data interchange for rating plans, 
§56-5-121. 
Defined, §56-5-102. 
Direct assignment plans. 
Workers’ compensation insurance, 
§56-5-114. 
Disability insurance. 

Application of part, §56-5-101. 
Disapproval of rates. 

Basis for disapproval, §56-5-108. 
Discrimination. 

Unfair discrimination, §56-5-103. 
Dividends. 

Payment of dividends unaffected, 

§56-5-116. 
Excessiveness of rates, §56-5-103. 
Expenses. 
Criteria for compliance with standards. 
System of expenses, §56-5-104. 
Fire insurance. 


County mutual fire insurance companies. 


Application of part, §56-5-101. 
Inadequacy of rates, §56-5-103. 
Increase of premiums. 

Notice, §56-7-118. 
Information furnished insureds, §56-5-109. 
Inspections. 

Filings open to inspection, §56-5-107. 
Interim rates, §56-5-108. 
Joint underwritings. 

Authorized, §56-5-114. 

Defined, §56-5-102. 
Licenses. 

Suspension for violation, §56-5-117. 
Life insurance. 

Credit life insurance. 

Advisory committee on rates, 
§56-7-913. 
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Rates and rating organizations —Cont’d 


Life insurance —Cont’d 
Credit life insurance —Cont’d 
Rates generally, §56-7-908. 
Losses. 
Plans for reporting loss and expense 
experience, §56-5-112. 
Multiple filings in single year, §56-5-107. 
Multiplier. 
Defined, §56-5-102. 
Notice. 
Premium increase, §56-7-118. 
Ocean marine insurance. 
Application of part, §56-5-101. 
Penalties. 
Violations, §56-5-117. 
Personal risk insurance. 
Defined, §56-5-102. 
Filing by insurers, §56-5-105. 
Limitations on rate filings, §§56-5-301, 
56-5-302. 
Pools. 
Authorized, §56-5-114. 
Defined, §56-5-102. 
Premiums. 
Unabsorbed premium deposits. 
Payment unaffected, §56-5-116. 
Property insurers. 
Rate adjustments. 
Data concerning. 
Commissioner authorized to request, 
§56-1-103. 
Rate service organizations. 
Agreements between insurers or with 
other organizations, §56-5-113. 
Authorized activities, §56-5-110. 
Defined, §56-5-102. 
Filings, §56-5-107. 
Licenses, §56-5-110. 
Reference filings, §56-5-107. 
Reinsurance. 
Application of part, §56-5-101. 
Reports. 
Losses, §56-5-112. 
Residual market mechanisms, §56-5-114. 
Defined, §56-5-102. 
Use of filings, §56-5-107. 
Review of commissioner’s orders, §56-5-118. 
Savings. 
Payment of savings unaffected, §56-5-116. 
Standards, §56-5-103. 
Supplementary rate information. 
Defined, §56-5-102. 
Inspection of filing, §56-5-107. 
Personal risk insurers, §56-5-105. 
Supporting information. 
Defined, §56-5-102. 
Violations. 
Penalties for violation, §56-5-117. 
Technical violations arising from 
computer systems, §56-5-117. 
Workers’ compensation. 
Advisory prospective loss costs system. 
Intent of system, §56-5-119. 
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Rates and rating organizations —Cont’d 
Workers’ compensation —Cont’d 

Agreements between insurers and 
workers’ compensation, §56-5-113. 

Assigned risk plans, §56-5-114. 

Rate service organizations, §56-5-120. 

Rate service organizations. 
Agreements between insurers or with other 
organizations, §56-5-113. 
Authorized activities, §56-5-110. 
Defined, §56-5-102. 
Filings, §56-5-107. 
Licenses, §56-5-110. 
Workers’ compensation insurance, 
§56-5-120. 
Rebates. 
Unfair trade and claims settlement 
practices, §56-8-104. 
Refunds. 
Fees. 
Erroneously paid amounts, §56-4-105. 
Taxation of companies. 

Refund of erroneously paid taxes, 

§56-4-219. 
Registration. 
Commissioner of commerce and insurance. 

Convenience fee, §56-1-213. 

Rates and rating organizations. 

Advisory organizations, §56-5-111. 

Reinsurance. 
Assuming insurer. 

Determination of financial condition, 
§56-2-209. 

Liability, §56-2-207. 

Ceding insurer. 

Credit for reinsurance, §56-2-208. 

Liabilities, §56-2-207. 

Pro rata unearned premium and reserve 
liability credited to, §56-2-208. 

Reduction from liability for reinsurance, 
§56-2-208. 

Credit life and accident and health 
insurance. 

Limited reinsurers, responsibilities and 
obligations, §56-2-210. 

Fees. 

Reinsuring credit life, credit accident and 
credit health insurance. 

Annual regulatory fees, §56-4-106. 
Managing general agents. 

Agent may bind reinsurance or 
retrocessions on behalf of insurer, 
§56-6-504. 

Insurers doing business with agent. 

Requirements, §56-6-505. 
Rates and rating organizations. 

Application of part, §56-5-101. 

Risk retention groups and purchasing 
groups. 

Restrictions on reinsuring with another 
group, §56-2-207. 

Tax on gross premiums. 
In-state insurance companies. 
Reinsurance agreements with affiliates, 
§56-4-221. 
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Reinsurance intermediaries. 
Auditing by insurer, §56-6-805. 
Authorization of transactions, §56-6-804. 
Bonds, surety, §56-6-803. 
Citation of act. 

Short title, §56-6-801. 
Commissioner of commerce and insurance. 

Examinations by, §56-6-810. 

Rules and regulations, §56-6-812. 
Definitions, §56-6-802. 
Examinations, §56-6-810. 

Financial statements. 
Reinsurance intermediary brokers, 
§56-6-806. 
Licenses, §56-6-803. 
Revocation or suspension for violations, 
§56-6-811. 
Qualifications, §56-6-803. 
Records, §56-6-805. 
Reinsurance intermediary brokers. 

Defined, §56-6-802. 

Financial statements, §56-6-806. 

Use restricted, §56-6-806. 
Reinsurance intermediary managers. 

Contracts. 

Written contract with reinsurer, 
§56-6-807. 

Defined, §56-6-802. 

Prohibited acts, §56-6-808. 

Rules and regulations, §56-6-812. 
Title of act. 
Short title, §56-6-801. 
Transactions authorized, §56-6-804. 
Transactions between intermediaries, 
§56-6-809. 
Violations of provisions. 
Penalties, §56-6-811. 
Reports. 
Department of commerce and insurance. 
Division of regulatory boards. 
Director. 
Monthly disciplinary report, 
§56-1-302. 
Rates and rating organizations. 

Losses. 

Plans for reporting loss, §56-5-112. 

Workers’ compensation. 

Reports to rate service organizations, 
§56-5-120. 
Residual market mechanisms. 
Authorized, §56-5-114. 
Defined, §56-5-102. 
Use of rate filings, §56-5-107. 
Risk. 
Commercial risk insurance. 

Defined, §56-5-102. 

Personal risk insurance, §56-5-102. 
Property and casualty insurers. 

Risk limitations, §56-3-116. 

Rates and rating organizations. 

Commercial risk insurance. 

Defined, §56-5-102. 
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Risk —Cont’d 
Rates and rating organizations —Cont’d 
Commercial risk insurance —Cont’d 
Exempt commercial risk policyholders, 
§56-5-122. 
Filing, §56-5-106. 
Personal risk insurance. 
Defined, §56-5-102. 
Filings, §56-5-105. 
Risk retention groups and purchasing 
groups. 
Reinsurance. 
Restrictions on reinsuring with another 
group, §56-2-207. 
Rules and regulations. 
Commissioner of commerce and insurance, 
§56-2-301. 
Annual statements to commissioner. 
Promulgation of rules, §56-1-501. 
Companies. 
Promulgation of rules and regulations 
concerning, §56-3-118. 
Copies, §56-1-702. 
Filing, §56-1-702. 
Hearings, §56-1-701. 
Notice, §56-1-701. 
Managing general agents. 
Authority to promulgate, §56-6-508. 
Student loans, revocation or suspension 
of license of person defaulting on, 
§56-1-109. 
Unfair trade and claims settlement 
practices, §§56-8-108, 56-8-110. 
Companies. 
Promulgation by commissioner, 
§56-3-118. 
Statements. 
Annual statements to commissioner. 
Promulgation of rules, §56-1-501. 
Crop insurance adjusters, §56-6-1004. 
Department of commerce and insurance. 
Division of regulatory boards. 
Director, §56-1-302. 
Penalty for violations of rules, 
§56-1-308. 
Managing general agents. 
Authority of commissioner to promulgate, 
§56-6-508. 
Maternity benefits, §56-7-2350. 
Medicare supplement insurance. 
Administrative procedures act. 
Regulations governed by, §56-7-1508. 
Rates and rating organizations. 
Interchange of data for rating plans, 
§56-5-121. 
Reinsurance intermediaries, §56-6-812. 
Securities. 


Voluntary deposit of securities, §56-3-804. 


Unfair trade and claims settlement 
practices, §§56-8-108, 56-8-110. 
Savings. 
Rates and rating organizations. 


Payment of savings unaffected, §56-5-116. 
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Seals and sealed instruments. 
Department of commerce and insurance, 
§56-1-603. 
Securities. 
Companies. 
Bond issues. 
Valuation, §56-3-113. 
Clearing corporations, deposit of 
securities in, §§56-3-901 to 56-3-905. 
Deposits and trusts to secure 
policyholders, §56-2-112. 
Valuation, §56-3-114. 
Deposit. 
Clearing corporations, deposits of 
securities in, §§56-3-901 to 56-3-905. 
Book-entry systems, §56-3-903. 
Control of commissioner and 
availability for withdrawal, 
§56-3-905. 
Custodian, records provided by, 
§56-3-905. 
Definitions, §56-3-902. 
Domestic insurance companies, 
qualified deposits, §56-3-904. 
Effect of deposit, §56-3-905. 
Evidence of deposit, §56-3-904. 
Purpose of provisions, §56-3-901. 
Recordkeeping, §56-3-903. 
Companies. 
Deposits and trusts to secure 
policyholders, §56-2-112. 
Equity securities. 
Beneficial owners, directors and officers. 
Exemptions from provisions. 
Conditions exempting equity 
securities, §56-3-707. 
Foreign and domestic arbitrage 
transactions, §56-3-706. 
Purchases and sales which are 
exempt, §56-3-705. 
Information. 
Exempt purchases and sales, 
§56-3-705. 
Profits from unfair use of information 
recoverable, §56-3-703. 
Rules and regulations, §56-3-708. 
Sale of equity securities. 
Exempt purchases and sales, 
§56-3-705. 
Restrictions on, §56-3-704. 
Statements, §56-3-702. 
Defined, §56-3-701. 
Impairment of capital stock of domestic 
insurance company, §56-1-414. 
Rules and regulations. 
Voluntary deposit of securities, §56-3-804. 
Voluntary deposit of securities. 
Authorized, §56-3-801. 
Commissioner of commerce and 
insurance. 
Authority to accept and hold such 
securities, §56-3-802. 
Rules and regulations, §56-3-804. 
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INSURANCE —Cont’d 
Securities —Cont’d 
Voluntary deposit of securities —Cont’d 
Delivery back to insurance company, 
§56-3-803. 
Limitation on amount, §56-3-801. 
Rules and regulations, §56-3-804. 
Self-service storage insurance, 
§§56-6-1201 to 56-6-1207. 
Service contracts. 
Not deemed business of insurance, 
§56-2-126. 
Service of process. 
Commissioner of commerce and insurance. 
Companies, §§56-2-103, 56-2-105. 
Companies. 
Commissioner of commerce and 
insurance. 

Appointment as attorney to receive 
process. 

Prerequisite to issuance of certificate 
of authority, §56-2-103. 

Domestic insurance companies, 
§56-2-501. 

Foreign and alien insurance companies. 
Commissioner of commerce and 
insurance, §56-2-504. 

Attorney for service of process, 
§56-2-503. 

Fee, §56-2-504. 

Definitions, §56-2-502. 
Secretary of state. 

When references to commissioner of 
insurance deemed to refer to 
secretary of state, §56-2-504. 

Motor vehicles. 
Uninsured motor vehicle coverage. 

Service upon the insurance carrier, 
§56-7-1206. 

Producer controlled property or casualty 
insurers. 
Violations of part. 
Service of notice, §56-6-604. 
Secretary of state. 
Unauthorized insurers, §§56-2-505 to 
56-2-509. 
Unauthorized insurers. 
Citation of act. _ 
Short title, §56-2-601. 
Commissioner of commerce and 
insurance. 

Acts constituting commissioner as 
attorney for service, §56-2-602. 

Method of service, §56-2-603. 

Motions to quash or set aside service, 
§56-2-609. 

Notice to defendant, §56-2-603. 

Personal service on agent or 
representative, §56-2-604. 

Supplemental nature of provisions, 
§56-2-606. 

Time allowed before judgment, 
§56-2-605. 
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INSURANCE —Cont’d 

Service of process —Cont’d 
Unauthorized insurers —Cont’d 

Continuances. 
Discretionary continuances, §56-2-608. 
Defense by insurer. 
Bond or certificate of authority, 
§56-2-607. 
Secretary of state. 
Continuances. 
Authorized, §56-2-507. 

Doing business constitutes secretary of 
state as attorney for service, 
§56-2-505. 

Method of service, §56-2-506. 

Motion to quash or set aside service, 
§56-2-507. 

Notice to defendant, §56-2-506. 

Supplemental nature of provisions, 
§56-2-509. 

Time allowed before judgment, 
§56-2-508. 

Title of act. 

Short title, §56-2-601. 

Sickle cell trait or hemoglobin C trait. 
Life insurance. 

Refusal prohibited, §56-7-207. 

Signatures. 

Presumption created by signing of contract 

or other document, §56-7-135. 

Uninsured motor vehicle coverage. 
Proof of compliance. 

Electronic image of signature or 
initials, §56-7-1201. 

Social workers. 

Reimbursement for services within scope of 

practice, §56-7-2401. 

Solicitors. 

Insurance producers, §§56-6-101 to 

56-6-126. 

Speech pathologists and audiologists. 
Jurisdiction over insurers, §56-7-1010. 
Treatment by, §56-7-2603. 

Standard nonforfeiture law. 

Life insurance policies, §56-7-401. 

Standard valuation law. 

Generally, §§56-1-901 to 56-1-919. 

State departments and agencies. 
Department of commerce and insurance, 

§§56-1-101 to 56-1-802. 

Sterilization. 

Health and accident insurance. 
Policy provisions, §56-7-2501. 
Operations. 
Policy provisions, §56-7-2501. 

Stock and stockholders. 

Unfair trade and claims settlement 

practices, §56-8-104. 

Subsidiaries. 

Domestic life insurance companies. 
Acquisition of subsidiaries, §56-3-303. 

Surety insurance. 

Banks and financial institutions. 
Owning insurance companies offering 
only surety insurance, §56-6-201. 
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INSURANCE —Cont’d 
Surety insurance —Cont’d 
Defined, §56-2-201. 
Surviving spouse. 
Group insurance of decedent. 
Continuation and conversion of coverage, 
§56-7-2312. 
Theft insurance. 
Authorized, §56-2-204. 
Title of law. 
Short title, §56-1-101. 
Travel insurance producers, §§56-6-1401 
to 56-6-1407. 
Trusts and trustees. 
Administrators. 
Applicability of provisions, §56-6-401. 
Federally regulated trusts. 
Exemption from provisions, §56-6-412. 
Underinsured motor vehicle coverage, 
§§56-7-1201 to 56-7-1206. 
Unfair competition and deceptive acts. 
Declinations of coverage, §56-7-2361. 
Unfair trade and claims settlement 
practices, §§56-8-101 to 56-8-113. 
Breach of contracts of insurance. 
Remedies and sanctions, §56-8-113. 
Commercial lines insurers. 
Loss run history. 
Copy of insured’s three year history to 
insured. 
Failure to comply as violation of 
provisions, §56-5-123. 
Commissioner’s authority, §56-8-107. 


Rulemaking powers, §§56-8-108, 56-8-110. 


Supplemental to powers conferred by 
other laws, §56-8-111. 
Contracts of insurance. 
Remedies and sanctions, §56-8-113. 
Definitions, §56-8-102. 
Enforcement of prohibited practices, 

§56-8-103. 

ERISA, preemption of certain entities, 

§56-8-102. 

Homeowners. 
Inquiries by insured as to policy or loss 
under policy. 

Cancellation or premium increase, 

restrictions, §56-7-113. 
Incentives or rewards. 
Voluntary wellness or health 
improvement programs. 

Insurer offering using, §56-8-112. 
Injunction of violations, §56-8-109. 
Limitation on penalties for violations, 

§56-8-103. 

Loans. 
Insurance policy negotiation or renewal 
as condition precedent, §56-8-106. 
Real property securing loan, requiring 
property insurance in excess of 
replacement cost, §56-8-106. 
Prohibited claims practices, §56-8-105. 
Prohibited lending practices, §56-8-106. 
Prohibited trade practices, §56-8-104. 
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INSURANCE —Cont’d 
Unfair trade and claims settlement 
practices —Cont’d 

Purpose of act, §56-8-101. 

Rulemaking by commissioner, §§56-8-108, 
56-8-110. 

Sole enforcement authority, §56-8-101. 

Title of act, §56-8-101. 

Unclaimed life insurance benefits. 

Violation of provisions. 
Unfair claims settlement practice, 
§56-7-3405. 

Voluntary wellness or health improvement 

programs. 
Insuring offering using incentives and 
rewards, §56-8-112. 
Uninsured motor vehicle coverage, 
§§56-7-1201 to 56-7-1206. 
Utilization review agents, §§56-6-701 to 
56-6-706. 
Valued policy law, §§56-7-801 to 56-7-804. 
Venue. 
Companies. 
Rules and regulations. 
Appeals of violations, §56-3-118. 
Financial requirements. 
In addition to minimum requirements. 
Appeals, §56-2-120. 
Foreign and alien insurance companies. 
Investment violations. 
Appeals, §56-3-117. 
Victims of crime. 

Domestic violence victims health insurance 
protection, §§56-8-201 to 56-8-206, 
56-8-301 to 56-8-306. 

Waiver. 

Managing general agents. 

Applicability of chapter, §56-6-509. 


INSURANCE ADJUSTERS, §§56-6-901 to 
56-6-920. 
Continuing education, §56-6-912. 

Crop insurance adjusters, §56-6-1005. 
Contracts for services, §56-6-914. 
Crop insurance adjusters, §§56-6-1001 to 

56-6-1009. 
Disciplinary actions. 

Grounds, §56-6-910. 

Report of administrative or criminal 
proceedings against adjuster, 
§56-6-918. 

Disclosures, §56-6-914. 
Escrow funds of insured, §56-6-915. 
Ethical guidelines, §56-6-917. 
Examination of records, §56-6-916. 
Fees charged by adjusters, §56-6-913. 
Financial security, §56-6-911. 
Investigations by commissioner, 
§56-6-919. 

Crop insurance adjusters, §56-6-1008. 
Licenses. 

Applications, §56-6-904. 

Crop insurance adjusters, §56-6-1003. 

Business entities, §56-6-903. 
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INSURANCE ADJUSTERS —Cont’d 
Licenses —Cont’d 
Change of address or other information, 
§56-6-909. 
Continuing education, §56-6-912. 
Crop insurance adjusters, §§56-6-1002 to 
56-6-1005, 56-6-1009. 
Definitions, §56-6-902. 
Duration of license, §56-6-909. 
Eligibility, §56-6-905. 
Examination, §56-6-906. 
Crop insurance adjusters, §56-6-1005. 
Exemption, §56-6-907. 
Exemptions from requirements, §56-6-903. 
Financial security, §56-6-911. 
Fines for violations, §56-6-910. 
Fingerprints and criminal background 
check, §56-6-904. 
Issuance of license, §56-6-909. 
Lapsed licenses, §56-6-909. 
Nonresidents, §56-6-908. 
Notice of denial of application, §56-6-910. 
Qualifications, §56-6-905. 
Reciprocity. 
Exemption from examination, §56-6-907. 
Renewal, §56-6-909. 
Required, §56-6-903. 
Crop insurance adjusters, §56-6-1002. 
Suspension, cancellation or termination, 
§56-6-910. 
Waiver of procedures, §56-6-909. 
Written examination, §56-6-906. 
Payment of claims for losses. 
Restrictions on adjusters, §56-6-914. 

Professional conduct, §56-6-917. 

Promulgation of regulations, §56-6-920. 

Record-keeping, §56-6-916. 

Report of administrative or criminal 
proceedings against adjuster, 
§56-6-918. 

Scope of provisions, §56-6-901. 

Short title, §56-6-901. 

Surety bond, §56-6-911. 

Trust accounts. 

Funds of insured, §56-6-915. 


INSURANCE AGENTS AND 
SOLICITORS. 
Managing general agents, §§56-6-501 to 
56-6-510. 
Producer licensing. 
Generally, §§56-6-101 to 56-6-126. 


INSURANCE COMPANIES. 
Address. 
Policies. 
Company’s address to appear on, 
§56-2-119. 
Advertising. 
Claims office required for soliciting 
contracts by advertisements, §56-3-201. 
Alien insurance companies. 
General provisions, §§56-2-401 to 56-2-412. 
Appeals. 
Additional financial requirements, 
§56-2-120. 
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INSURANCE COMPANIES —Cont’d 
Appeals —Cont’d 
Foreign and alien insurance companies. 
Investment violations, §56-3-117. 
Rules and regulations. 
Violations, §56-3-118. 
Assets. 
Insufficient assets. 

Issuance of policies by domestic life 
insurance companies forbidden, 
§56-1-415. 

Reinsurance liability. 
Evidences of debt held in connection with. 

Excess over amount of liability, 
§56-3-115. 
Assignments. 

Health care provider. 
Assignment of benefits to, §56-7-120. 

Life insurance. 

Loans on policies. 

Assignment of policy as security for 
loans, §56-7-204. 
Managing general agents. 

Contracts required for business between 

agent and insurer. 
Assignment prohibited, §56-6-504. 
Bond issues. 
Valuation, §56-3-113. 
Burden of proof. 
Financial requirements. 

Showing inadequacy of capital and 

surplus, §56-2-120. 
Cancellation of personal risk insurance. 
General provisions, §§56-7-1901, 56-7-1902. 
Capital. 
Combinations of kinds of insurance. 
Capital required, §§56-2-114, 56-2-115. 
Impairment of capital stock, §56-1-414. 
Property and casualty insurers. 

Risk limitations, §56-3-116. 
Requirements, §56-3-102. 

Additional financial requirements, 
§56-2-120. 

Casualty and fidelity insurance. 
Risk limitations, §56-3-116. 
Valuation. 
Actuarial evaluation. 
Statement of actuarial opinion, 
§§56-1-419, 56-1-420. 
Cease and desist orders. 
Violations of requirement of certificate of 
authority. 

Hearing on issuance, §56-2-303. 

Notice, §56-2-302. 
Certificates of authority. 
Actions. 

No action to be maintained without 

certificate of authority, §56-2-109. 
Applicability of provisions, §56-2-101. 
Capital required for combinations of kinds 

of insurance, §§56-2-114, 56-2-115. 
Deposits. 
Required, §§56-2-103, 56-2-104. 
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INSURANCE COMPANIES —Cont’d 
Certificates of authority —Cont’d 
Deposits —Cont’d 
Securities, deposits in clearing 
corporations, §§56-3-901 to 56-3-905. 
Examination by commissioner as 
prerequisite, §56-1-401. 

Exemption. 

Certificate of exemption, §56-2-106. 

Fees, §56-4-101. 

Foreign insurance companies. 
Applicability of provisions, §56-2-101. 
Foreign credit life reinsurance companies, 

§56-2-102. 

Period of organization before admission of 
foreign corporation, §56-2-113. 

Qualifying as domestic corporations, 
§56-2-102. 

Fraudulent certificate. 

Issuance. 

Penalty, §56-4-104. 

Injunction to prevent doing business 
without, §56-2-110. 

Prerequisites to issuance, §§56-2-103, 
56-2-104. 

Previously licensed companies. 
Exemption, §56-2-116. 

Required, §56-2-102. 

Exceptions, §56-2-105. 

Penalty for doing business without, 
§56-2-108. 

Revocation or suspension, §56-1-416. 
Notice, §$56-1-416, 56-1-417. 
Statements. 

Failure to file annual statement to 
commissioners, §56-1-502. 

Saving clause, §56-2-116. 

Statements. 

Contents, §56-2-104. 

Filing fee, §56-2-103. 

Required, §56-2-103. 

Violations of requirement. 

Cease and desist orders, §§56-2-302 to 
56-2-304. 

Certificates of soundness. 

Commissioner of commerce and insurance. 
Issuance of fraudulent certificate. 

Penalty, §56-4-104. 
Claims office. 

Advertising. 

Claims office required for soliciting 
contracts by advertisements, 
§56-3-201. 

Contracts made by resident agent. 
Exceptions, §56-3-202. 

Failure to provide claims office. 
Penalty, §56-3-203. 

Required for soliciting contracts by 

advertisements, §56-3-201. 
Computers. 

Investments of domestic life insurance 

companies. 

Purchase of computers, §56-3-307. 
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INSURANCE COMPANIES —Cont’d — 
Confidentiality of information. 

Commissioner, sharing of information, 
§56-2-801. 

Domestic violence victims health insurance 
protection, §§56-8-204, 56-8-304. 

Examination of insurers, §56-1-411. 

Health information of patients, release, 
§56-7-124. 

Conflicts of interest. 

Commissioner not to be interested in 
insurance corporations, §56-1-203. 

Directors and officers. 

Pecuniary interest in investment or 
disposition of funds, §§56-3-103, 
56-3-104. 

Contracts. 

Examinations. 

Contracts with qualified actuaries and 
financial examiners, §56-1-413. 

Managing general agents. 

Contract required for business between 
agent and insurer, §56-6-504. 

Required provisions, §56-6-504. 
Termination. 
Duties of insurers doing business 
with agents, §56-6-505. 

Policies generally, §§56-7-101 to 56-7-3406. 

Reinsurance intermediaries. 

Written contract between reinsurance 
intermediary manager and reinsurer, 
§56-6-807. 

Credit scores. 

Use to underwrite and rate risks for 
personal insurance, §§56-5-201 to 
56-5-207. 

Adverse action based on factors including 
credit information. 

Adverse action defined, §56-5-201. 
Notice to consumer, §56-5-203. 

Definitions, §56-5-201. 

Disclosure of intention to use, §56-5-207. 

Example disclosure statement. 

Disclosure of intention to use credit 
information, §56-5-207. 

Filing credit scoring models, §56-5-205. 

Incorrect or incomplete information used, 
§56-5-206. 

Indemnification of and hold harmless 
insurance producers. 

Actions, errors and omissions in using 
credit information, §56-5-204. 
Negative factors in scoring methodology. 
Prohibition, §56-5-202. 
Restrictions, §56-5-202. 
Re-underwriting and re-rating consumer. 
Incorrect or incomplete information 
used, §56-5-206. 
Definitions. 

Credit scores. 

Use to underwrite and rate risks for 
personal insurance, §56-5-201. 

Deposits. 

Certificates of authority. 

Requirements for issuance, §§56-2-1038, 
56-2-104. 


785 


INSURANCE COMPANIES —Cont’d 
Deposits —Cont’d 
Foreign and alien insurance companies. 
Admission, §56-2-405. 
Security. 

Deposits in trust to secure policyholders, 

§56-2-112. 
Directors. 
Compensation. 

Restrictions, §56-3-105. 

Conflicts of interest. 

Pecuniary interest in investment or 
disposition of funds, §§56-3-103, 
56-3-104. 

Equity securities. 
Beneficial owners, directors and officers. 


Restrictions on, §§56-3-701 to 56-3-708. 


Disbursements. 
Life insurance companies. 
Vouchers or affidavits, §56-3-107. 
Dividends. 
Payment unaffected, §56-5-116. 
Prohibited acts, §§56-3-108, 56-3-109. 

Liability to creditors, §§56-3-108, 
56-3-109. 

Unauthorized payment, §56-3-108. 
Unclaimed dividends. 

Publication, §56-3-110. 

Doing business in state. 
Certificates of exemption, §56-2-106. 
Financial requirements, §56-2-120. 
Lloyd’s plan, §56-2-206. 

Taxation. 

Delinquency. 

Debarment, §56-4-216. 
Unauthorized insurers. 

Acts of unauthorized insurers 
constituting doing business in state, 
§56-2-107. 

Employees. 
Compensation. 

Restrictions, §56-3-105. 

Examinations. 

Certificate to do business. 

Examination by commissioner as 

prerequisite, §56-1-401. 
Confidentiality of information, §56-1-411. 
Contracting for qualified actuaries and 

financial examiners, §56-1-413. 
Expenses for examination, §56-1-413. 

Payment by company examined, 
§56-1-413. 

Extent of examination, §56-1-411. 
Failure to testify before commissioner. 

Penalty, §56-1-412. 

Financial condition or legality of conduct. 

Investigatory and examination authority, 
§56-1-409. 

Foreign companies, §56-1-410. 
Frequency, §56-1-408. 

Examination when deemed prudent or 

requested, §56-1-409. 
Hearing, §56-1-411. 
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Examinations —Cont’d 
Impairment of capital stock of domestic 
insurance companies, §56-1-414. 
Insurance entities, §56-5-115. 
Obstruction. 

Penalty, §56-1-412. 

Powers of commissioner as to, §56-1-411. 
Records. 

Confidentiality, §56-1-411. 

Duty of commissioner to keep records of 
examinations, §56-1-601. 

Report, §56-1-411. 
Request for examination, §56-1-409. 
Required, §56-1-401. 
Scope of examination, §56-1-411. 
Failure to pay losses promptly when 
refusal not in good faith. 
Additional liability on insurers, §56-7-105. 
Fees. 
Excess fees. 
Duties of commissioner as to, §56-1-209. 
Fraternal insurance companies. 

Per diem fee and expense of annual 

valuation of policies, §56-4-103. 
Generally, §56-4-101. 
Illegal fees. 

Receipt, §56-4-104. 

Valuation of life policy, §56-4-101. 

Disposition of fees, §56-4-102. 

Financial condition or legality of 
conduct. 
Investigatory and examination authority of 
commissioner, §56-1-409. 
Health care liability settlements. 
Reports required, §56-3-111. 
Health information. 
Release, §56-7-124. 
Hearings. 
Certificates of authority. 

Cease and desist orders, §§56-2-302, 

56-2-303. 
Financial requirements, §56-2-120. 
Foreign and alien insurance companies. 
Investment violations, §56-3-117. 
Rules and regulations. 
Violations, §56-3-118. 
Information sharing. 
Confidential information maintained by 
commissioner, §56-2-801. 
Injunctions. 
Unauthorized business, §56-2-110. 
Investments. 
Conflicts of interest. 

Directors and officers must not be 
pecuniarily interested in 
investments, §§56-3-103, 56-3-104. 

Foreign and alien insurance companies, 
§56-3-117. 

Insurance companies organized after May 
11, 1895, §56-3-101. 

Tax reduction for investments in state, 
§56-4-210. 
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INSURANCE COMPANIES —Cont’d 
Issuance of cease and desist orders, 
§56-2-304. 
Jurisdiction. 
Entities providing medical, surgical, etc., 
services. 
Jurisdiction over insurers, §56-7-1010. 
Life insurance. 
Disbursements by life insurance companies. 

Vouchers or affidavits, §56-3-107. 

Malpractice. 
Health care liability settlements. 

Reports required, §56-3-111. 

Managing general agents, §§56-6-501 to 

56-6-510. 

Nonprofit rural health care plans. 
Exemption from provisions, §56-2-121. 
Notice. 
Certificates of authority. 

Revocation or suspension, §§56-1-416, 
56-1-417. 

Violations of requirement. 

Hearing on issuance of cease and desist 
order, §56-2-302. 

Credit scores. 

Use to underwrite and rate risks for 
personal insurance. 

Adverse action based on factors 
including credit information, 
§56-5-203. 

Financial requirements, §56-2-120. 
Foreign and alien insurance companies. 
Investment violations, §56-3-117. 
Impairment of capital stock of domestic 
insurance companies, §56-1-414. 
Rules and regulations. 
Violations, §56-3-118. 
Officers. 
Compensation. 
Restrictions, §56-3-105. 
Conflicts of interest. 

Pecuniary interest in investment or 
disposition of funds, §§56-3-103, 
56-3-104. 

Equity securities. 

Beneficial owners, directors and officers. 

Restrictions on, §§56-3-701 to 56-3-708. 

Pensions. 
Prohibited, §56-3-106. 

Penalties. 

Taxation. 

Delinquency, §56-4-216. 

Violation of commissioner’s orders, 

§56-2-305. 

Pensions. 
Employees. 
Retirement plans authorized, §56-3-106. 
Prohibited, §56-3-106. 
Policyholder service office outside state. 
Address and phone number. 

Providing, §56-2-118. 

Producer controlled property or casualty 

insurers, §§56-6-601 to 56-6-604. 

Administrative procedures act. 

Violations of part. 

Applicability, §56-6-604. 
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INSURANCE COMPANIES —Cont’d 
Producer controlled property or casualty 
insurers —Cont’d 

Citation of part. 

Business transacted with producer 

controlled property or casualty 
insurer act, §56-6-601. 

Control of licensed property or casualty 

insurer. 

Producers with control, §56-6-603. 
Definitions, §56-6-602. 

Hearings. 

Violations of part, §56-6-604. 

Notice. 

Violations of part. 

Service, §56-6-604. 

Penalties. 

Violations of part, §56-6-604. 
Prohibited acts, §56-6-603. 
Requirements. 

Producer with control of licensed property 

or casualty insurer, §56-6-603. 

Short title. 

Business transacted with producer 

controlled property or casualty 
insurer act, §56-6-601. 

Violations of part, §56-6-604. 
Program for all-inclusive care for the 

elderly (PACE). 

Exemption from provisions, §56-2-121. 
Prompt payment standards, §56-7-109. 
Property insurance. 

Risk limitations, §56-3-116. 

Valuation. 

Actuarial evaluation. 

Statement of actuarial opinion, 
§§56-1-419, 56-1-420. 
Publication. 

Companies. 

Unclaimed dividends, §56-3-110. 
Unclaimed dividends, §56-3-110. 

Records. 

Administrators. 

Agreement. 

Retention of copy as part of official 
records, §56-6-402. 

Requirements, §56-6-404. 
Advertising, §56-6-405. 

Managing general agents. 

Required to maintain, §56-6-504. 
Reinsurance intermediaries, §56-6-805. 
Unfair trade and claims settlement 

practices. 

Failure to maintain marketing and 

performance records, §56-8-104. 
Reserves. 

Contingent reserves. 

Requirements, §56-3-102. 

Rules and regulations. 

Promulgation by commissioner, §56-3-118. 
Securities. 

Deposits in clearing corporations. 

Book-entry systems, §56-3-903. 
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INSURANCE COMPANIES —Cont’d 
Securities —Cont’d 
Deposits in clearing corporations —Cont’d 
Control of commissioner and availability 
for withdrawal, §56-3-905. 
Custodian, records provided by, 
§56-3-905. 
Definitions, §56-3-902. 
Domestic insurance companies, qualified 
deposits, §56-3-904. 
Effect of deposit, §56-3-905. 
Evidence of deposit, §56-3-904. 
Purpose of provisions, §56-3-901. 
Recordkeeping, §56-3-903. 
Separate accounts. 
Agreements providing for annuity benefits 
on a variable basis. 
Authorization. 
Determination of qualifications, 
§56-3-507. 
Required provisions, §56-3-509. 
Rules and regulations, §56-3-508. 
Statements required, §56-3-506. 
Allocations, §56-3-501. 
Amounts allocated to be company owned, 
§56-3-505. 
Gains and losses credited to or charged 
against allocation, §56-3-503. 
Investment of amounts allocated to 
separate accounts, §56-3-502. 
Valuations of assets allocated to separate 
account, §56-3-504. 
Authorized, §56-3-501. 
Insurance laws. 
Applicability, §56-3-509. 
Investment of amount allocated to separate 
accounts, §56-3-502. 
Service of process. 
Commissioner of commerce and insurance. 
Appointment as attorney to receive 
process. 
Prerequisite to issuance of certificate of 
authority, §56-2-103. 
Domestic insurance companies, §56-2-501. 
Settlement of health care liability claims. 
Reports required, §56-3-111. 
Standard valuation law, §§56-1-901 to 
56-1-919. 
Statements. 
Annual statements to commissioner. 
Contents, §56-1-501. 
Failure to file, §56-1-502. 
False statement. 
Penalty, §56-1-503. 
Forms, §56-1-501. 
Rules. 
Promulgation, §56-1-501. 
Annual statements to national association 
of insurance commissioners. 
Actuarial opinion statement included 
with annual statement, §56-1-420. 
Certificates of authority. 
Statement required prior to issuance, 
§§56-2-103, 56-2-104. 
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INSURANCE COMPANIES —Cont’d 
Statements —Cont’d 
Fees, §56-4-101. 
Subsidiaries. 
Domestic life insurance companies. 
Acquisition of subsidiaries, §56-3-303. 
Surplus funds or surplus as regarding 
policyholders. 
Additional financial requirements, 
§56-2-120. 
Property and casualty insurers. 
Risk limitations, §56-3-116. 
Taxation. 
Applicability of provisions, §56-4-201. 
Ceasing to transact new business. 
Liability after, §56-4-214. 
Credit against franchise and excise taxes, 
§56-4-217. 
Credit for valuation of policies’ fees, 
§56-4-211. 
Definitions. 
Gross premiums, §56-4-204. 
Insurance company, §56-4-201. 
Delinquency, §56-4-216. 
Due date for payment, §56-4-205. 
In-state insurance companies. 
Reinsurance agreements with affiliates, 
§56-4-221. 
Payment of tax, §56-4-205. 
Delinquency, §56-4-216. 
Rate of tax, §56-4-205. 
Reinsurance agreements with insurance 
company affiliates, §56-4-221. 
Exemptions. 
Fraternal benefit societies, §56-4-202. 
Life insurance and annuity premiums. 
Pension, annuity or profit-sharing 
plans, §56-4-220. 
Other taxes, §56-4-213. 
Failure to make returns and pay tax, 
§56-4-216. 
Fire insurance. 
Additional payment for, §56-4-208. 
Foreign companies, §56-4-215. 
Reciprocity of treatment, §56-4-218. 
Fraternal benefit societies. 
Exemption, §56-4-202. 
Gross premiums. 
Amount of tax, §56-4-205. 
Defined, §56-4-204. 
Delinquency, §56-4-216. 
Due date for payment, §56-4-205. 
In-state insurance companies. 
Reinsurance agreements with affiliates, 
§56-4-221. 
Minimum tax, §56-4-205. 
Payment of tax, §56-4-205. 
Delinquency, §56-4-216. 
Rate of tax, §56-4-205. 
Life insurance and annuity premiums, 
§56-4-220. 
Reinsurance agreements with insurance 
company affiliates, §56-4-221. 
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INSURANCE COMPANIES —Cont’d 
Taxation —Cont’d 
Interest. 
Delinquency, §56-4-216. 
Life insurance and annuity premiums. 
Exemptions for pension, annuity and 
profit-sharing plans, §56-4-220. 
Penalties. 
Delinquency, §56-4-216. 
Period covered by payments, §56-4-212. 
Reciprocity of treatment, §56-4-218. 
Reduction in tax for investments in state, 
§56-4-210. 
Refund of erroneously paid taxes, 
§56-4-219. 
State purposes only, §56-4-203. 
Unauthorized business. 
Liability for tax on gross premiums, 
§56-2-111. 
Workers’ compensation insurers, §56-4-206. 
Self-insurers under compensation law, 
§56-4-207. 
Unauthorized insurers. 
Enforcement of orders or decisions against 
unauthorized insurers. 
Definitions, §56-2-702. 
Foreign decree. 
Defined, §56-2-702. 
Procedure for enforcement, §56-2-704. 
Generally, §56-2-701. 
Reciprocal state. 
Defined, §56-2-702. 
Lists of reciprocal state, §56-2-703. 
Service of process, §§56-2-103, 56-2-501. 
Unfair trade and claims settlement 
practices, §§56-8-101 to 56-8-113. 
Valuation. 
Actuarial review. 
Statement of actuarial opinion, 
§§56-1-419, 56-1-420. 
Assets allowable as credits in account of 
financial condition, §56-1-405. 
Basis. 
Bonds held by insurance companies, 
§56-1-407. 
Bond issues, §56-3-113. 
Bonds held by insurance companies. 
Basis, §56-1-407. 
Insufficient assets. 
Issuance of policies forbidden, §56-1-415. 
Liability upon contracts of insurance for 
reinsurance, §56-1-404. 
Reinsurance. 
Evidences of debt held in connection with. 
Excess over amount of liability, 
§56-3-115. 
Liability on contracts of insurance, 
§56-1-404. 
Securities, §56-3-114. 
Standard valuation law, §§56-1-901 to 
56-1-919. 
Venue. 
Additional financial requirements. 
Appeals, §56-2-120. 
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INSURANCE COMPANIES —Cont’d 
Venue —Cont’d 
Foreign and alien insurance companies. 
Investment violations, §56-3-117. 
Rules and regulations. 
Appeals of violations, §56-3-118. 


INSURANCE FRAUD. 
Industrial insurance. 
Applications or claims, §56-7-708. 
Misrepresentation as to terms, benefits or 
advantages, §56-7-705. 


INSURANCE POLICIES, §§56-7-101 to 
56-7-3406. 
Accident and sickness insurance. 
Standard valuation law. 
Minimum standard computation, 
§56-1-913. 
Actions. 
Failure to pay insurance losses promptly. 
Additional liability of upon insurers when 
refusal not in good faith, §56-7-105. 
Group insurance policies. 
Suit on certificate issued under. 
Copy of policy attached to defendant’s 
answer, §56-7-107. 
Liability on policyholder when actions not 
brought in good faith, §56-7-106. 
Payments to or on behalf of client prior to 
trial. 
Effect, §56-7-131. 
Address of insurance company to appear 
on, §56-2-119. 
Annuities. 
Deferred individual annuity contracts. 
Minimum guaranteed surrender value, 
§56-7-112. 
Standard valuation law. 
Minimum standard computation. 
Annuities and pure endowment 
contracts, §56-1-905. 
Reserve liabilities, annual valuation 
method. 
Annuity and pure endowment benefits, 
§56-1-908. 
Assets of domestic life insurance 
companies. 
Insufficient assets. 
Issuance of policies forbidden, §56-1-415. 
Assignment of benefits. 
Health care provider, §56-7-120. 
Cancer. 
Treatment, §56-7-2504. 
Casualty and fidelity insurance. 
General contractor as a payee, §56-7-111. 
Chiropractors. 
Applicability of provisions, §56-7-2404. 
Excuse for absence of employee or student, 
§56-7-119. 
Participation in medical, hospital or 
hospital and medical service plans, 
§56-7-2404. 
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INSURANCE POLICIES —Cont’d 
Contingent and mortality contracts. 
Dividing policyholders or members in 
classes and paying benefits to oldest 
member of class. 
Prohibited, §56-7-501. 
Enforcement of contracts. 
Commissioner to make orders for, 
§56-7-503. 
Promising particular number or position in 
class or division to policyholder. 
Prohibited, §56-7-502. 
Contracts. 
Defined, §56-7-101. 
Entire contract. 
Policy to contain, §56-7-102. 
Exclusion of coverage, §56-7-121. 
Group contracts. 
Continuation of coverage, §56-7-2304. 
Life insurance. 
Mortality tables, §56-7-108. 
Policy is entire contract, §56-7-2307. 
Policies to contain entire contract, 
§56-7-102. 
Restrictions, §56-7-101. 
Coverage. 
Cancer treatment, §56-7-2504. 
Disclosure of agreements to limit services, 
§56-7-122. 
Exclusion of coverage. 
Contractual agreements, §56-7-121. 
Definitions. 
Contract of insurance, §56-7-101. 
Dependent children. 
Hospital or medical expense coverage, 
§56-7-2302. 
Easy to read policy act, §§56-7-1601 to 
56-7-1609. 
Applicability of provisions, §56-7-1604. 
Exceptions, §56-7-1604. 
Approval of policy notwithstanding other 
laws, §56-7-1608. 
Citation, §56-7-1601. 
Commissioner. 
Authorization of lower reading ease test 
score, §56-7-1607. 
Certification of reading ease test score, 
§56-7-1605. 
Enforcement, §56-7-1609. 
Specification of dates of compliance, 
§56-7-1609. 
Dates of compliance, §56-7-1609. 
Definitions, §56-7-1603. 
Enforcement, §56-7-1609. 
Policies. 
Issuance of form after filing, §56-7-1606. 
Purpose, §56-7-1602. 
Reading ease test, §56-7-1605. 
Authorization of lower score, §56-7-1607. 
Short title, §56-7-1601. 
English language. 
Required to be in English, §56-7-123. 
Failure to pay insurance losses promptly. 
Liability when refusal not in good faith, 
§56-7-105. 
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INSURANCE POLICIES —Cont’d 
Fee schedules. 
Health insurance carriers. 
Access to, §56-7-1013. 
Fire insurance. 
Protection of trustees, mortgagees, 
assignees and like parties, §56-7-804. 
Valued policy law, §§56-7-801 to 56-7-804. 
Foreign and alien insurance companies. 
Forms. 
Approval, §56-7-2311. 
Hostilities not to invalidate policies, 
§56-7-104. 
Forms. 
Life insurance, §56-7-2311. 
Group policies. 
Continuation of coverage, §56-7-2304. 
Health coverage, §56-7-2312. 
Conversion of group insurance, §§56-7-2305, 
56-7-2306, 56-7-2312 to 56-7-2322. 
Benefits. 

Ceiling on converted policy benefits, 
§56-7-2316. 

Converted policy benefits in first policy 
year limited by group policy 
benefits, §56-7-2317. 

Conditions, §56-7-2313. 
Coverage. 
Optional coverage, §56-7-2318. 
Exemption of insurer from conversion 
requirement. 

Conditions exempting insurer, 
§56-7-2313. 

Group coverage in lieu of converted 
individual coverage. 

Insurer may elect to provide, 
§56-7-2321. 

Information from insured persons. 

Request for, §56-7-2315. 

Medicare. 

Eligibility as affecting coverage, 

§56-7-2320. 
Nonrenewal of policy. 

Grounds, §56-7-2315. 

Notice of conversion privilege, §56-7-2322. 

Optional coverage, §56-7-2318. 

Optional election of retirement conversion 
rights, §56-7-2319. 

Persons who may claim conversion 
privilege, §56-7-2320. 

Preexisting conditions not to be excluded, 
§56-7-2317. 

Retirement conversion rights. 

Optional election, §56-7-2319. 

Right of holder of terminated group 
policy, §56-7-2312. 

Conditions exempting insurer from 
conversion requirement, 
§56-7-2314. 

Surviving spouse. 

Persons who may claim conversion 

privilege, §56-7-2320. 
Termination of group coverage. 
Right of insured, §56-7-2312. 


INDEX 


INSURANCE POLICIES —Cont’d 
Group policies —Cont’d 

Health insurance. 

Portability, availability and renewability, 
§§56-7-2801 to 56-7-2814. 

Life insurance. 

Prior policies unaffected by provisions, 
§56-7-2306. 

Required provisions, §56-7-2305. 

Small employer group health coverage, 
§§56-7-2201 to 56-7-2211. 

Health care liability insurance. 

Availability for all classifications of practice, 
§56-7-115. 

Health information. 

Release, §56-7-124. 

Health insurance carriers. 

Fee schedules. 

Access to, §56-7-1013. 

Payment policies. 

Access to, §56-7-1013. 

Reimbursement protocols for physicians at 
federally qualified health centers, 
§56-7-1014. 

Homeowners. 

Inquiries by insured as to policy or loss 
under policy. 

Cancellation or premium increase, 
restrictions, §56-7-113. 

Hospital or medical expense insurance. 

Dependent children coverage, §56-7-2302. 

Industrial insurance. 

Issuance to unhealthy persons. 

Prohibited, §56-7-707. 

Misrepresentations. 

Prohibited, §56-7-705. 

Required provisions. 

Industrial life insurance policies, 
§56-7-702. 

Exceptions, §56-7-703. 
Provisions more favorable to 
policyholder permissible, §56-7-704. 
Life insurance. 

Assets. 

Insufficient assets. 

Issuance of policies forbidden, 
§56-1-415. 

Character of life policies to be printed or 
stamped thereon, §56-7-2310. 

Conditions. 

Prohibited conditions, §56-7-2308. 

Required conditions, §56-7-2307. 

Contingent and mortality contracts, 
§§56-7-501 to 56-7-503. 

Contracts. 

Entirety of contract, §56-7-2307. 

Default. 

Stipulated form of insurance or cash 
equal to net reserve upon default, 
§56-7-312. 

Waiver of provisions. 

Certain provisions cannot be waived, 
§56-7-313. 
Definition of company, §56-7-311. 
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INSURANCE POLICIES —Cont’d 
Life insurance —Cont’d 
Easy to read policy act, §§56-7-1601 to 

56-7-1609. 

Exemptions from provisions, §56-7-310. 
Forms, §56-7-2311. 
Group life insurance. 

Prior policies unaffected by provisions, 
§56-7-2306. 

Required provisions, §56-7-2305. 

Interest rate, §56-7-2309. 
Loans on policies, §56-2-203. 

Assignment of life insurance policy as 
security for loan, §56-7-204. 

Forfeiture of policy for failure to repay 
loans. 

Prohibited provisions, §56-7-2308. 

Provisions in policies, §56-7-2309. 

Required provisions and conditions in 
life insurance policies, §56-7-2307. 

Waiver of provisions. 

Certain provisions cannot be waived, 
§56-7-313. 

Mortality tables, §56-7-108. 
One year preliminary term insurance. 

Reserve value, §56-7-309. 

Provisions. 

Foreign companies. 

Life policies issued by, §56-7-308. 

Foreign policy of domestic companies, 
§56-7-308. 

Loan provisions, §56-7-2309. 

Prohibited provisions, §56-7-2308. 

Required provisions, §56-7-2307. 

Group life, §56-7-2305. 

Industrial life insurance policies, 
§56-7-702. 

Revocation of license for violations, 

§56-7-306. 

Standard nonforfeiture law, §56-7-401. 
Submission to commissioner for approval, 

§56-7-305. 

Unclaimed life insurance benefits. 

Death master file (DMF). 

Comparing policies, annuities and 
account owners against DMF, 
§56-7-3404. 

Generally, §§56-7-3401 to 56-7-3406. 

Waiver. 

Certain provisions as to defaulted 
policies, loans and reserves cannot be 
waived, §56-7-313. 

Warranties. 

Statements are representations and not 
warranties in absence of fraud, 
§56-7-2307. 

Malpractice policies. 
Health care liability insurance. 

Availability for all classifications of 
practice, §56-7-115. 

Medical expense insurance. 

Dependent children coverage, §56-7-2302. 
Misrepresentations. 

Exceptions, §56-7-103. 
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INSURANCE POLICIES —Cont’d 
Misrepresentations —Cont’d 

Not to void policy, §56-7-103. 
Motor vehicles. 

Cancellation of auto insurance, §§56-7-1301 
to 56-7-1305. 

General provisions, §§56-7-1101 to 
56-7-1111. 

Uninsured motor vehicle coverage, 
§§56-7-1201 to 56-7-1206. 

Nonforfeiture law, §56-7-401. 
Optometrists. 

Applicability of provisions, §56-7-2403. 

Participation in medical, hospital or 
hospital and medical service plans, 
§56-7-2402. 

Reimbursement for services within scope of 
practice, §56-7-2401. 

Scope of provisions, §56-7-2403. 

Payment. 
Prompt payment standards, §56-7-109. 
Payment policies. 

Health insurance carriers. 

Access to, §56-7-1013. 

Pet insurance, §56-7-2102. 

Disclosures, §56-7-2103. 

Podiatrists. 

Participation in medical, hospital or 
hospital and medical service plans, 
§56-7-2402. 

Reimbursement for services within scope of 
practice, §56-7-2401. 

Premiums. 

Notice of increase, §56-7-118. 

Unfair trade and claims settlement 
practices. 

Change in classification or rate after 
policy renewal or expiration date, 
§56-8-104. 

Prompt payment standards, §56-7-109. 
Property insurance. 

General contractor as a payee, §56-7-111. 

Homeowners. 

Inquiries by insured as to policy or loss 
under policy. 

Cancellation or premium increase, 
restrictions, §56-7-113. 
Psychologists. 

Reimbursement for services within scope of 
practice, §56-7-2401. 

Reimbursement for services within scope 

of practice, §56-7-2401. 

Restrictions, §56-7-101. 

Forfeiture and lapse restrictions, 
§56-7-2303. 

Service offices outside state. 

Address and phone number. 

Providing, §56-2-118. 

Signature, presumption created by, 

§56-7-135. 

Social workers. 

Applicability of provisions, §56-7-2403. 

Participation in medical, hospital or 
hospital and medical service plans, 
§56-7-2402. 
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INSURANCE POLICIES —Cont’d 
Social workers —Cont’d 

Reimbursement for services within scope of 
practice, §56-7-2401. 

Standard valuation law, §§56-1-901 to 

56-1-919. 

Actuarial analysis of reserves and 
supporting assets, opinion issued, 
§56-1-903. 

Confidential information generally, 
§56-1-917. 

Confidential information received for 
actuarial opinion, §56-1-903. 

Conflict with other provisions, effect, 
§56-1-919. 

Definitions, §56-1-901. 

Effective date of provisions, §56-1-919. 

Exemption from provisions, §56-1-918. 

Experience reporting as prescribed by 
valuation manual, §56-1-916. 

Minimum reserves, §56-1-909. 

Minimum standard computation. 

Accident and health insurance contracts, 
§56-1-913. 

Annuities and pure endowment contracts, 
§56-1-905. 

Calendar year interest rates to be used, 
§56-1-906. 

Policies and contracts, §56-1-904. 

Principle-based valuation, §56-1-915. 

Defined, §56-1-901. 

Reserve liabilities, annual valuation, 
§56-1-902. 

Future premium determination, plan 
providing for, §56-1-912. 

Gross premium less than valuation net 
premium, reserve calculation, 
§56-1-911. 

Methods. 

Annuity and pure endowment benefits, 
§56-1-908. 

Life insurance and endowment benefits, 
§56-1-907. 

Minimum reserves, §56-1-909. 

Optional calculation of reserves, 
§56-1-910. 

Principle-based valuation, §56-1-915. 

Single state exemption, §56-1-918. 

Title of part, §56-1-901. 

Valuation manual to be used, §56-1-914. 

Unfair trade and claims settlement 
practices. 

Change in classification or rate after policy 
renewal or expiration date, §56-8-104. 

False advertising or misrepresentation, 
§56-8-104. 

Valuation. 

Standard valuation law, §§56-1-901 to 

56-1-919. 
War. 

Hostilities not to invalidate policies, 

§56-7-104. 
Warranties. 

Not to void policy, §56-7-103. 

Exceptions, §56-7-103. 
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INSURANCE PRODUCERS, §§56-6-101 to 
56-6-126. 
Actions against producers. 
Commissioner instituting. 
Limitation of action, §56-6-120. 
Reporting, §56-6-119. 
Administrators, §§56-6-401 to 56-6-412. 
Appointments, §56-6-115. 
Assumed names. 
Licenses, §56-6-123. 
Cease and desist orders. 
Authority of commissioner to issue, 
§56-6-112. 
Commissions, §56-6-113. 
Compensation. 
Restrictions, §56-3-105. 
Confidentiality of information, absolute 
privilege. 
Information obtained during investigations, 
§§56-6-117, 56-6-120. 
Countersignatures, §56-6-122. 
Credit scores. 
Use to underwrite and rate risks for 
personal insurance. 
Indemnification of and hold harmless 
insurance producers. 
Actions, errors and omissions in using, 
§56-5-204. 
Definitions. 
Managing general agents, §56-6-502. 
Fees. 
Licensing, §56-6-121. 
Convenience fee, §56-1-213. 
Fiduciary duty, §56-6-116. 


Financial planning or investment advice. 


Unfair trade practices, §56-6-125. 
Foreign and alien insurance companies. 
Dividing commission between agents, 
§56-2-412. 
Immunity. 
Information as to termination of producer. 
Persons providing, §56-6-117. 
Investigations. 
Failure to give notice of termination, 
§56-6-117. 
Licensing, §56-6-120. 
Time limit for completing, §56-6-120. 
Licenses, §§56-6-101 to 56-6-126. 
Actions against producers. 
Reporting, §56-6-119. 
Applications, §56-6-106. 
Examination applications, §56-6-105. 
Appointments, §56-6-115. 
Assumed names, §56-6-123. 
Change of address. 
Required notification, §56-6-107. 
Commissioner of commerce and insurance. 
Contracting with nongovernmental 
entities, §56-6-107. 
Investigations, §56-6-120. 
Promulgation of regulations, §56-6-124. 
Commissions, §56-6-113. 
Convenience fee, §56-1-213. 
Countersignatures, §56-6-122. 
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INSURANCE PRODUCERS —Cont’d 
Licenses —Cont’d 

Definitions, §56-6-102. 

Denial, §56-6-112. 

Division of regulatory boards. 

Payment of civil penalties assessed by, 
prerequisite to license issuance or 
renewal, §56-1-308. 

Examinations. 
Applications for, §56-6-105. 
Exemption from, §56-6-109. 
Exceptions, §56-6-104. 
Fees, §56-6-121. 

Convenience fee, §56-1-213. 

Fiduciary duty, §56-6-116. 
Investigations, §56-6-120. 
Issuance, §56-6-106. 

Limited lines producers, §56-6-110. 
Lines of insurance, §56-6-107. 
Managing general agents. 

Required to be licensed as insurance 

agent, §56-6-503. 
Nonrenewal, §56-6-112. 
Nonresidents, §56-6-108. 
Penalties. 
Terminations, failure to report, §56-6-117. 
Portable electronic insurance, §§56-6-1102, 
56-6-1107. 
Purpose and scope, §56-6-101. 
Reciprocity, §56-6-118. 
Renewal, §56-6-107. 
Alternative method, §56-1-302. 
Nonrenewal, §56-6-112. 
Reports. 
Actions against producers, §56-6-119. 
Required, §56-6-103. 
Revocation, §56-6-112. 
Severability, §56-6-126. 
Short title, §56-6-101. 
Suspension, §56-6-112. 
Temporary licensing, §56-6-111. 
Terminations. 
Notification to commissioner, §56-6-117. 
Unfair trade practices, §56-6-125. 
Limitation of actions. 
Actions instituted by commissioner, 
§56-6-120. 
Managing general agents, §§56-6-501 to 
56-6-510. 
Accounts and accounting. 

Detailed accounts rendered to insurer, 
§56-6-504. 

Acting in capacity of managing general 
agent. 

Requirements, §56-6-503. 

Acts of agent considered acts of insurer, 
§56-6-506. 
Administrative procedures act. 

Violations of provisions of part. 

Hearings and judicial review, 
§56-6-507. 
Appeals. 
Violations of provisions of part. 
Judicial review. 
Applicability of administrative 
procedures act, §56-6-507. 
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INSURANCE PRODUCERS —Cont’d 
Managing general agents —Cont’d 
Applicability of chapter. 
Waiver, §56-6-509. 
Assignment of contracts. 
Prohibited, §56-6-504. 
Bonds, surety. 
Commissioner may require, §56-6-503. 
Citation of part. 
Managing general agents act, §56-6-501. 
Claims. 
On-site review of underwriting and 
claims processing. 
Requirements of insurers doing 
business with agent, §56-6-505. 
Compliance with part. 
Required to utilize managing general 
agent, §56-6-510. 
Contract for business between agent and 
insurer, §§56-6-504, 56-6-505. 
Definitions, §56-6-502. 
Errors and omissions policies. 
Commissioner may require, §56-6-503. 
Examinations. 
Agent examined as if insurer, §56-6-506. 
Fiduciary capacity. 
Funds collected for account of insurer, 
§56-6-504. 
Hearings. 
Violations of provisions of part. 
Applicability of administrative 
procedures act, §56-6-507. 
Insurers doing business with agent. 
Requirements, §56-6-505. 
Licensed as insurance agent. 
Requirements for acting in capacity of 
managing general agent, §56-6-503. 
Notice. 
Contract for business between agent and 
insurer. 
Termination, §56-6-504. 
Duties of insurers doing business 
with agent, §56-6-505. 
Penalties. 


Violations of provisions of part, §56-6-507. 


Records. 
Review of books and records. 
Requirements of insurers doing 
business with agent, §§56-6-504, 
56-6-505. 
Reinsurance, §§56-6-504, 56-6-505. 
Requirements. 
Acting in capacity of managing general 
agent, §56-6-503. 
Rules and regulations. 
Authority of commissioner to promulgate, 
§56-6-508. 
Settlement of claims. 
Required provisions in contract between 
agent and insurer, §56-6-504. 
Short title. 
Managing general agents act, §56-6-501. 
Underwriting and claims processing. 
On-site review. 
Requirements of insurers doing 
business with agent, §56-6-505. 


INSURANCE PRODUCERS —Cont’d 
Managing general agents —Cont’d 
Underwriting guideline, §56-6-504. 
Utilization of services of agent. 
Compliance with part required, 
§56-6-510. 
Violations of provisions of part, §56-6-507. 
Waiver. 
Applicability of chapter, §56-6-509. 
Penalties. 
Monetary penalties. 
Commissioner’s authority to impose, 
amount, considerations, §56-6-112. 
Terminations, failure to report, §56-6-117. 
Reciprocity. 
Licensing, §56-6-118. 
Referrals. 
Commissions, §56-6-113. 
Reports. 
Actions against producers, §56-6-119. 
Sale of unauthorized insurance, 
§56-6-114. 
Terminations. 
Notification to commissioner, §56-6-117. 
Time-price differential payment. 
Agreements. 
Written agreements to charges, 
§56-6-303. 
Authorized, §56-6-301. 
Computation, §56-6-302. 
Contracts. 
Written agreement to charges, §56-6-303. 
Exceptions. 
Provisions inapplicable to certain agents, 
§56-6-307. 
Generally, §56-6-301. 
Industrial loan and thrift companies. 
Provisions inapplicable, §56-6-306. 
Loans. 
Transactions not deemed loans, 
§56-6-306. 
Misdemeanors. 
Willful violations, §56-6-305. 
Prepayment by buyer before maturity. 
Refund credit, §56-6-304. 
Violations of provisions. 
Misdemeanors, §56-6-305. 
Travel insurance producers, §§56-6-1401 
to 56-6-1407. 
Unfair trade practices, §56-6-125. 
Unlawful sale of insurance, §56-6-114. 
Violations of statute, rule or order. 
Penalties, §56-6-112. 


INSURER’S DELAY PENALTY ACT, 
§56-7-105. 


INTEREST. 
Insurance. 
Life insurance. 
Interest payable after receipt of claim, 
§56-7-315. 
Policies. 
Policy loan interest rates, §56-7-2309. 
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INTEREST —Cont’d JUSTIFICATION. 
Insurance —Cont’d Force. 
Standard valuation law. Insurance policies for use of justifiable 


Minimum standard computation. 
Calendar year interest rates to be used, 
§56-1-906. 
Taxation. 
Delinquency, §56-4-216. 


INTERNET. 
Health insurance. 
Contracts with health care providers. 
Internet web site, §56-7-3303. 


INTIMIDATION. 
Insurance unfair trade and claims 
settlement practices, §56-8-104. 


INVESTIGATIONS. 

Access Tennessee health insurance 
program. 

Investigation of fraud and abuse, 
§56-7-2912. 

Domestic violence victims health 
insurance protection, §§56-8-206, 
56-8-306. 

Health insurance. 

Access Tennessee health insurance 
program. 
Investigation of fraud and abuse, 
§56-7-2912. 
Insurance. 
Adjusters. 
Investigations by commissioner, 
§56-6-919. 
Crop insurance adjusters, §56-6-1008. 
Department of commerce and insurance. 
Division of regulatory boards. 
Assessment of investigatory costs, 
§56-1-311. 
Domestic violence victims health insurance 
protection, §§56-8-206, 56-8-306. 
Unfair trade and claims settlement 
practices. 
Commissioner’s authority generally, 
§56-8-107. 
Depository institutions selling insurance, 
§56-8-106. 


INVESTMENT COMPANIES. 
Privilege taxes, §§56-4-301 to 56-4-309. 


INVESTMENTS. 
Taxation. 
Privilege taxes, §§56-4-301 to 56-4-309. 


J 


JOINT UNDERWRITING. 

Assigned risk plans, §56-5-114. 

Unfair utilization of proprietary 
information, §56-8-104. 


JURISDICTION. 
Insurance. 
Entities providing medical, surgical, etc., 
services. 
Jurisdiction over insurers, §56-7-1010. 


force. 
Commissioner to study impediments for 
writing, §56-1-108. 


L 


LANGUAGES. 
English. 
Insurance. 
Policies, §56-7-123. 
Promotional material. 
Language other than English, 
§56-7-123. 


LICENSES. 
Insurance. 
Adjusters, §§56-6-901 to 56-6-920. 
Reinsurance intermediaries. 
Revocation or suspension for violations, 
§56-6-811. 
Renewal of licenses. 
Alternative method, §56-1-302. 
Self-service storage insurance, §56-6-1207. 
Self-service storage insurance, §56-6-1207. 


LIFE INSURANCE. 
Annuities. 
Authorized, §56-2-203. 
Medical records release authorization. 
Death benefits payable under life 
insurance policy or annuity contract, 
claim for, §56-7-134. 
Unclaimed life insurance benefits. 
Death master file (DMF). 

Comparing policies, annuities and 
account owners against DMF’, 
§56-7-3404. 

Assignments. 

Loans on policies. 

Assignment of policy as security for loans, 
§56-7-204. 

Authorized, §56-2-203. 
Charitable organizations. 

Insurable interest, §56-7-314. 
Claims. 

Interest payable after receipt of claim, 

§56-7-315. 

Medical records release authorization. 
Death benefits payable under life 
insurance policy or annuity contract, 
claim for, §56-7-134. 
Unfair trade and claims settlement 
practices. 
Prohibited claims practices, §56-8-105. 
Credit life insurance, §§56-2-201, 56-7-901 
to 56-7-914. 
Advisory committee on credit life insurance 
rates, §56-7-913. 
Amount. 
Initial amount, §56-7-907. 
Applicability of provisions, §56-7-903. 
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LIFE INSURANCE —Cont’d 
Credit life insurance —Cont’d 
Claims, §56-7-910. 

Verification of payments, §56-7-910. 
Commencement, §56-7-907. 
Commissioner. 

Powers and duties, §56-7-912. 
Definitions, §§56-2-201, 56-7-904. 
Discharge of indebtedness, §56-7-907. 
Dividends, §56-7-906. 
Evidence of insurance, §56-7-906. 
Exclusions, §56-7-906. 
Exemptions from provisions, §56-7-903. 
Limited reinsurers. 

Responsibilities and obligations, 

§56-2-210. 

Notice. 

Termination, §56-7-906. 
Policies. 

Contents, §56-7-906. 

Filing with commissioner, §56-7-905. 

Prohibited policies, §56-7-905. 

Text, §56-7-906. 

Premiums, §56-7-908. 

Verification, §56-7-910. 
Prerequisites to issuance, §56-7-905. 
Prohibited policies, §56-7-905. 

Rates, §56-7-908. 

Advisory committee, §56-7-913. 
Reports. 

Experiences, §56-7-905. 

Reserves, §56-7-911. 
Restrictions on compensation to creditors, 
§56-7-902. 
Annual declaration concerning 


compensation to creditors, §56-7-914. 


Term, §56-7-907. 
Termination. 
Charges, §56-7-909. 
Notice, §56-7-906. 
Refunds, §56-7-909. 
Debtor and creditor. 

Insurance on husband’s life, affect by wife, 
not liable to husband’s debts, 
§56-7-202. 

Decedents’ estates. 

Effect of proceeds being payable to estate, 

§56-7-201. 
Defined, §56-2-201. 
Deposits. 

Restrictions on, §56-7-205. 

Easy to read policy act, §§56-7-1601 to 
56-7-1609. 
Foreign and alien insurance companies. 

Policies. 

Provisions in life policies issued by 
foreign companies, §56-7-308. 
Group life insurance. 

Policies. 

Prior policies unaffected by provisions, 
§56-7-2306. 
Required provisions, §56-7-2305. 


LIFE INSURANCE —Cont’d 
Husband and wife. 

Debts. 

Insurance on husband’s life, affected by 
wife, not liable to husband’s debts, 
§56-7-202. 

Payable to surviving spouse and children, 
§56-7-201. 

Industrial life insurance, §§56-7-701 to 

56-7-709. 

Insurable interest. 
Charitable organizations, §56-7-314. 
Interest payable after receipt of claim, 
§56-7-315. 
Loans on policies, §56-2-203. 

Assignment of life insurance policy as 
security for loan, §56-7-204. 

Forfeiture of policy for failure to repay 
loans. 

Prohibited provisions, §56-7-2308. 

Provisions in policies, §56-7-2309. 

Required provisions and conditions in life 
insurance policies, §56-7-2307. 

Waiver of provisions. 

Certain provisions cannot be waived, 
§56-7-313. 

Medical records release authorization. 

Death benefits payable under life insurance 
policy or annuity contract, claim for, 
§56-7-134. 

Parent and child. 

Life insurance for or assigned to children 
exempt from claims of creditors, 
§56-7-203. 

Payable to surviving spouse and children, 
§56-7-201. 

Policies. 

Assets of domestic life insurance company. 

Insufficient assets. 

Issuance of policies forbidden, 
§56-1-415. 

Character of life policies to be printed or 
stamped thereon, §56-7-2310. 

Conditions. 

Prohibited conditions, §56-7-2308. 

Required conditions, §56-7-2307. 

Contingent and mortality contracts, 
§§56-7-501 to 56-7-503. 

Contracts. 

Mortality tables, §56-7-108. 

Policy is entire contract, §56-7-2307. 

Default. 

Stipulated form of insurance or cash 
equal to net reserve upon default, 
§56-7-312. 

Waiver of provision. 

Certain provisions cannot be waived, 
§56-7-313. 

Easy to read policy act, §§56-7-1601 to 
56-7-1609. 

Exemptions from provisions, §56-7-310. 

Forms, §56-7-2311. 

Approval, §56-7-2311. 

Filing, §56-7-2311. 
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LIFE INSURANCE —Cont’d 
Policies —Cont’d 
Group life insurance. 

Prior policies unaffected by provisions, 
§56-7-2306. 

Required provisions, §56-7-2305. 

Interest rate, §56-7-2309. 
One year preliminary term insurance. 

Reserve value, §56-7-309. 

Provisions. 

Foreign companies. 

Life policies issued by, §56-7-308. 

Foreign policy of domestic companies, 
§56-7-308. 

Loan provisions, §56-7-2309. 

Prohibited provisions, §56-7-2308. 

Required provisions, §56-7-2307. 

Group life, §56-7-2305. 

Industrial life insurance policies, 
§56-7-702. 

Revocation of license for violations, 

§56-7-306. 

Standard nonforfeiture law, §56-7-401. 
Submission to commissioner for approval, 

§56-7-305. 

Unclaimed life insurance benefits. 

Death master file (DMF). 

Comparing policies, annuities and 
account owners against DMF, 
§56-7-3404. 

Waiver. 

Certain provisions as to defaulted 
policies, loans and reserves cannot be 
waived, §56-7-313. 

Warranties. 

Statements are representations and not 
warranties in absence of fraud, 
§56-7-2307. 

Premiums. 
Credit life insurance, §56-7-908. 
Payment. 

Required provisions and conditions in life 

- insurance policies, §56-7-2307. 

Proof of death. 
Small policies, §56-7-206. 

Published monthly average. 
Defined, §56-7-2309. 

Rates and rating organizations. 
Application of part, §56-5-101. 
Credit life insurance. 

Rates generally, §56-7-908. 
Restrictions on deposits, §56-7-205. 
Risks. 

Limitations or exceptions of risks. 
Prohibited provisions, §56-7-2308. 
Sickle cell trait or hemoglobin C trait. 

Refusal of insurance prohibited, §56-7-207. 
Small policies. 

Proof of death, §56-7-206. 
Standard valuation law, §§56-1-901 to 

56-1-919. 

Surviving spouse. 
Payable to, §56-7-201. 
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LIFE INSURANCE —Cont’d 
Unclaimed life insurance benefits, 
§§56-7-3401 to 56-7-3406. 
Confirming death, §56-7-3404. 
Death master file (DMF). 

Comparing policies, annuities and 
account owners against DMF, 
§56-7-3404. 

Defined, §56-7-3403. 

Definitions, §56-7-3403. 

Effect of remittance to state, §56-7-3406. 
Locating beneficiaries, §56-7-3404. 
Remittance to state, §56-7-3406. 

Short title of provisions, §56-7-3401. 
Unclaimed property provisions. 

Applicability of Uniform Disposition of 
Unclaimed Property Act, §56-7-3402. 

Violation of provisions. 

Unfair claims settlement practice, 

§56-7-3405. 
Unfair trade and claims settlement 
practices. 
Prohibited claims practices, §56-8-105. 
Unclaimed life insurance benefits. 

Violation of provisions. 

Unfair claims settlement practice, 
§56-7-3405. 


LIFE INSURANCE COMPANIES. 
Assets insufficient. 
Issuance of policies forbidden, §56-1-415. 
Disbursements by life insurance 
companies. 
Vouchers or affidavits, §56-3-107. 


LIMITATION OF ACTIONS. 
Insurance. 
Payments to or on behalf of client prior to 
trial. 
Effect, §56-7-131. 
Insurance producers. 
Actions instituted by commissioner, 
§56-6-120. 


LLOYD’S PLAN. 
Insurance. 
Companies on Lloyd’s plan authorized to do 
business, §56-2-206. 
Risk limitations. 
Property and casualty insurers, 
§56-3-116. 


LOANS. 
Insurance. 
Unfair trade and claims settlement 
practices. 

Insurance policy negotiation or renewal 
as condition precedent of loan, 
prohibited, §56-8-106. 

Real property securing loan, requiring 
property insurance in excess of 
replacement cost, §56-8-106. 

Unauthorized use of lender information, 
§56-8-104. 
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LOCAL GOVERNMENTS. 
Insurance. 

Group insurance plan for employees of local 
governments and quasi-governmental 
organizations. 

State mandated health benefits. 
Applicability to private insurers, public 
insurance programs and managed 
care organizations contracting to 
provide insurance through 
TennCare, §56-7-1005. 


M 
MAIL ORDER BUSINESSES. 
Drugs. 
Legend drugs. 


Insurer requiring, §56-7-117. 


MAMMOGRAPHY SCREENING. 
Insurance. 
Coverage requirements, §56-7-2502. 


MANAGED HEALTH CARE. 
Continuing care when provider leaves 
plan, §56-7-2358. 
Pharmacy. 
Participation in access, §56-7-2359. 
Referrals. 
Managed health insurer contacting patient 
to change referral to different provider. 
Prohibition, exceptions, §56-7-1004. 
Sufficient network of providers required, 
§56-7-2356. 


MARINE INSURANCE. 
Authorized, §56-2-204. 


MASSACHUSETTS MORTGAGE 
CLAUSE, §56-7-804. 


MASTECTOMY SURGERY. 
Reconstructive breast surgery. 
Insurance coverage, §56-7-2507. 


MATERNITY BENEFITS, §§56-7-2350, 
56-7-2351. 


MEDICAID. 
Health care benefit providers. 
Eligibility for medicaid, §56-7-2348. 


MEDICAL RECORDS. 
Insurance. 
Medical records release authorization. 
Death benefits payable under life 
insurance policy or annuity contract, 
claim for, §56-7-134. 

Release authorization for claim for death 
benefits payable under life insurance 
policy or annuity contract, claim for, 
§56-7-134. 

MEDICARE. 
Medicare Choice programs, §56-7-2360. 


MEDICARE CHOICE PROGRAMS. 
Generally, §56-7-2360. 
Required, §56-7-2360. 


INDEX 


MEDICARE SUPPLEMENT INSURANCE, 


§§56-7-1401 to 56-7-1407, 56-7-1501 to 
56-7-1509. 

Administrative procedures act. 

Regulations governed by, §56-7-1508. 
Advertising, §56-7-1407. 

Review, §56-7-1507. 

Applicability of provisions, §56-7-1502. 

Benefits. 

Minimum standards, §56-7-1504. 
Brochures. 

Form and content of informational 

brochures, §56-7-1505. 

Citation of provisions, §56-7-1401. 

Commissioner of commerce and 
insurance. 

Standards. 

Benefits. 
Minimum standards, §56-7-1504. 
Establishment, §56-7-1503. 

Compliance with part. 

Power to compel, §56-7-1509. 
Consumer information, §56-7-1505. 
Definitions, §56-7-1501. 

Domestic violence victims health 
insurance protection, §§56-8-201 to 
56-8-206, 56-8-301 to 56-8-306. 

Duplicate benefits, §56-7-1503. 

Mammography screening. 

Applicability of provisions, §56-7-2502. 
Outline of coverage, §56-7-1505. 
Preexisting conditions, §56-7-1503. 
Protection act. 

Applicability of provisions, §56-7-1403. 

Group insurance not included, 
§56-7-1406. 

Purposes, §56-7-1402. 

Replacement transactions. 

Unfair or deceptive acts, §56-7-1404. 

Sale, offer for sale or administration. 

Unfair or deceptive acts, §56-7-1405. 

Scope of provisions, §56-7-1403. 

Group insurance not included, 
§56-7-1406. 

Short title, §56-7-1401. 

Unfair or deceptive acts. 

Replacement transactions, §56-7-1404. 
Sale, offer for sale or administration, 
§56-7-1405. 

Rates and rating schedules. 

Filing, §56-7-1504. 

Refunds, §56-7-1506. 

Right to return policies, §56-7-1506. 

Rules and regulations. 

Promulgation, §56-7-1503. 

Scope of part, §56-7-1502. 

Short title of provisions, §56-7-1401. 

Standards. 

Benefits. 

Minimum standards, §56-7-1504. 

Commissioner may establish, §56-7-1503. 
Violations of part, §56-7-1509. 
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MEMPHIS PLAN. 
Insurance, §§56-7-2001 to 56-7-2005. 

Citation of part. 

Memphis plan act of 1991, §56-7-2001. 

Conditions for plan not to be deemed 
insurance, §56-7-2003. 

Eligibility in plan. 

Conditions for plan not to be deemed 
insurance, §56-7-2003. 

Health care services for lower income 
persons. 

Purposes, §56-7-2002. 

Health care sharing ministries, 
presumption that requirements 
satisfied, §56-7-2005. 

Minimum essential health coverage 
required, §56-7-2004. 

Not-for-profit basis. 

Conditions for plan not to be deemed 
insurance, §56-7-2003. 
Plan not deemed insurance. 
Conditions, §56-7-2003. 

Purposes, §56-7-2002. 

Short title. 

Memphis plan act of 1991, §56-7-2001. 


MENTAL HEALTH. 
Health insurance. 
Health care service utilization review. 
Agents. 
Standards. 
Minimum standards, §56-6-705. 
Insurance. 
Alcoholism and drug dependence. 
Availability of coverage, §56-7-2602. 
Health insurance. 
Coverage of mental illness, §56-7-2601. 
Denial of coverage for lack of surgical 
facilities prohibited, §56-7-2503. 
Limits on services, §56-7-2360. 
Jurisdiction over insurers, §56-7-1010. 


MIDWIVES. 
Insurance. 
Nurse midwife services, §56-7-2407. 


MILITARY AFFAIRS. 
Insurance. 
Unfair trade and claims settlement 
practices, §56-8-104. 


MINORS. 
Dental procedures performed in 
hospitals. 
Insurance coverage, §56-7-2353. 
Health insurance. 
Coverage for infant hearing screening tests, 
§56-7-2508. 
Hearing aids for children, §56-7-2368. 
Hearing aids for children. 
Health insurance coverage, §56-7-2368. 
Hospital and medical service 
corporations. 
Hospital or medical expense insurance. 
Dependent children coverage, §56-7-2302. 
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MINORS —Cont’d 
Insurance. 
Coverage of children in custody of 
guardians, §56-7-2347. 
Health and accident policies. 
Hospital or medical expense insurance. 
Dependent children coverage, 
§56-7-2302. 
Medical care prior to hospital discharge, 
§56-7-2350. 
Medical care prior to hospital discharge, 
§56-7-2350. 


MISDEMEANORS. 
Insurance. 
Agents and solicitors. 
Time-price differential charges. 
Excessive charges, §56-6-305. 
Examination of companies. 
Failure to testify before commissioner, 
§56-1-412. 
Foreign and alien insurance companies, 
§56-2-403. 
Fraudulent statements and application or 
claim, §56-7-709. 
Industrial or fraternal insurance. 
Issuance of policies or certificates to 
unhealthy persons, §56-7-709. 
Misrepresentations as to terms, benefits 
or advantages, §56-7-709. 
Receipt of premiums or assessments after 
insolvency, §56-7-709. 
Recovery of penalties, §56-1-802. 
Violations of insurance laws. 
Generally, §56-1-801. 


MISREPRESENTATION. 
Insurance. 
Unfair trade and claims settlement 
practices. 


False advertising or misrepresentation, 
§56-8-104. 


MONOPOLIES. 
Insurance unfair trade and claims 
settlement practices, $56-8-104. 


MORTGAGES AND DEEDS OF TRUST. 
Insurance. 
Massachusetts mortgage clause, §56-7-804. 


MOTOR VEHICLE ACCIDENTS. 
Insurance. 
Liability insurance. 
Effect of accidents on premiums, 
§56-7-1109. 


MOTOR VEHICLE EQUIPMENT. 
Windshields. 
Automobile glass replacement or repair, 
insurance, §§56-7-1113 to 56-7-1117. 


MOTOR VEHICLE FINANCIAL 
RESPONSIBILITY. 
Transportation network company 
drivers, insurance requirements. 
Exclusions from coverage while logged into 
digital network or providing 
prearranged ride, §56-7-1119. 
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MOTOR VEHICLE FINANCIAL 
RESPONSIBILITY —Cont’d 
Verification program. 
Insurer compliance required, §56-7-1118. 
Penalty for violations, §56-2-305. 


MOTOR VEHICLE INSURANCE. 
Accidents. 
Liability insurance. 
Effect of accidents on premiums, 
§56-7-1109. 
Antique vehicles. 
Valuation of antique automobiles, 
§56-7-1111. 
Automobile glass replacement or repair, 
§§56-7-1113 to 56-7-1117. 
Advertising services as free, §56-7-1114. 
Damages, §$56-7-1114, 56-7-1116. 
Legislative findings, §56-7-1113. 
Payment of claims, §56-7-1115. 
Proof, §56-7-1115. 
Purpose, §56-7-1113. 
Refusal of claims, §56-7-1115. 
Unfair, deceptive or fraudulent practices, 
§56-7-1114. 
Violations, penalties, §56-7-1116. 
Cancellation of auto insurance. 
Definitions, §56-7-1301. 
Grounds, §56-7-1302. 
Notice of cancellations, §56-7-1303. 
Notice of eligibility for assigned risk plan, 
§56-7-1305. 
Notice of intention not to renew, 
§56-7-1304. 
Collision insurance. 


Purchase as a condition of automobile loan. 


Requirements, §56-7-1106. 
Definitions. 


Cancellation of auto insurance, §56-7-1301. 


Uninsured motor vehicle, §56-7-1202. 
Vehicle insurance, §56-2-201. 
Exclusions from coverage while logged 
into transportation network 
company digital network or 
providing prearranged ride, 
§56-7-1119. 
Foreign exchange students. 
Coverage, §56-7-1112. 
Hit and run driving. 

Insurance recovery under uninsured 
motorist provisions, §§56-7-1201, 
56-7-1206. 

Intentional acts or omissions by vehicle 
owners. 

Effect, §56-7-1117. 

James Lee Atwood Jr. Law. 
Verification program. 
Insurer compliance required, §56-7-1118. 
Penalty for violations, §56-2-305. 
Liability insurance, §§56-7-1101 to 
56-7-1111. 

Accident prevention course for older 
drivers. 

Reductions in premiums, §56-7-1107. 


MOTOR VEHICLE INSURANCE —Cont’d 
Liability insurance —Cont’d 

Accidents. 

Effect on premiums, §56-7-1109. 

Antique automobiles. 

Valuation, §56-7-1111. 

Cancellation. 

Noncancelable policies, §56-7-1102. 

County employees, §56-7-1108. 

Coverage. 

Primary coverage, §56-7-1101. 

Effect of accidents on premiums, 

§56-7-1109. 
Intentional acts or omissions by vehicle 
owners. 
Effect, §56-7-1117. 

Location of insured. 

Applicability of provisions, §56-7-1103. 
Failure of insurance carrier to comply. 
Liability and damages to plaintiff, 

§56-7-1105. 
Notice to insurance carrier, §56-7-1104. 

Municipal, county and state employees, 

§56-7-1108. 
Personal automobile insurance, 
§56-7-1108. 
Noncancelable and guaranteed renewable 
policies, §56-7-1102. 

Older drivers. 

Accident prevention course, §56-7-1107. 

Primary coverage, §56-7-1101. 

Renewal. 

Guaranteed renewable policies, 
§56-7-1102. 

Rental vehicles. 

Insurance coverage or collision damage 
waivers, §56-7-1110. 

Requiring whereabouts of insured. 
Applicability of provisions, §56-7-1103. 
Failure by insurance carrier to comply. 

Liability in damages to plaintiff, 
§56-7-1105. 
Notice to insurance carrier, §56-7-1104. 

State employees, §56-7-1108. 

Loans. 
Collision insurance. 
Purchase as a condition of loan. 
Requirement, §56-7-1106. 
Payments. 
Intentional acts or omissions by vehicle 
owners. 
Effect, §56-7-1117. 
Rental vehicles. 
Insurance coverage or collision damage 
waivers, §56-7-1110. 
Transportation network company 
drivers, insurance requirements. 
Exclusions from coverage while logged into 
digital network or providing 
prearranged ride, §56-7-1119. 
Uninsured motor vehicle coverage. 

Definitions. 

Uninsured motor vehicle, §56-7-1202. 

John Doe warrants, §56-7-1206. 
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MOTOR VEHICLE INSURANCE —Cont’d 
Uninsured motor vehicle coverage 
—Cont’d 
Presumptions, §56-7-1201. 
Required coverage, §56-7-1201. 
Unknown motorist cases, §§56-7-1201, 
56-7-1206. 
Warrants. 
John Doe warrants, §56-7-1206. 
Verification of motor vehicle insurance, 
program for. 
Insurer compliance required, §56-7-1118. 
Penalty for violations, §56-2-305. 
Windshields. 
Automobile glass replacement or repair, 
insurance, §§56-7-1113 to 56-7-1117. 


MOTOR VEHICLES. 
Aged persons. 
Auto insurance. 

Accident prevention course for older 
drivers. 

Reduction in premiums, §56-7-1107. 
Antique vehicles. 
Insurance. 
Valuation of antique automobiles, 
§56-7-1111. 
Assigned risk. 
Notice of eligibility, §56-7-1305. 
Auto insurance, §§56-7-1101 to 56-7-1305. 
Counties. 
Insurance. 

Personal automobile insurance of county 

employees, §56-7-1108. 
Definitions. 
Insurance. 

Cancellation of auto insurance, 
§56-7-1301. 

Uninsured motor vehicle, §56-7-1202. 

Vehicle insurance, §56-2-201. 

Hit and run driving. 
Insurance. 

Insurance recovery under uninsured 
motorist provisions, §§56-7-1201, 
56-7-1206. 

Insurance. 
Underinsured motor vehicle coverage, 
§§56-7-1201 to 56-7-1206. 
Municipal corporations. 
Insurance. 

Personal automobile insurance of 

municipal employees, §56-7-1108. 
Presumptions. 
Insurance. 

Uninsured motor vehicle coverage, 
§56-7-1201. 

Public officers and employees. 
Insurance. 

Personal automobile insurance of 
municipal, county and state 
employees, §56-7-1108. 


MOTOR VEHICLES —Cont’d 
Rented vehicles. 

Rental company officers or employees 
selling insurance in conjunction with 
rental. 

Insurance producer licensing exceptions, 
§56-6-104. 

Underinsured motor vehicle coverage, 

§§56-7-1201 to 56-7-1206. 

Uninsured motor vehicle coverage, 

§§56-7-1201 to 56-7-1206. 

Definitions. 

Uninsured motor vehicle, §56-7-1202. 

Hit and run driving. 

Insurance recovery under uninsured 
motorist provisions, §§56-7-1201, 
56-7-1206. 

Insolvency protection. 

Generally, §56-7-1201. 

Limitations, §56-7-1203. 

Minimum policy limits not increased, 
§56-7-1205. 

More favorable protection not precluded, 
§56-7-1203. 

Service of process. 

Insurance carriers, §56-7-1206. 

Subrogation. 

Payment by insurer, §56-7-1204. 

John Doe warrants, §56-7-1206. 

Limitations of liability, §56-7-1201. 

Presumptions, §56-7-1201. 

Required coverage, §56-7-1201. 

Unknown motorist cases, §§56-7-1201, 
56-7-1206. 

Warrants. 

John Doe warrants, §56-7-1206. 

Warrants. 

Insurance. 

Uninsured motor vehicle coverage. 

John Doe warrants, §56-7-1206. 
Windshields. 

Automobile glass replacement or repair, 

insurance, §§56-7-1113 to 56-7-1117. 


MUNICIPAL CORPORATIONS. 
Insurance. 

Employees and officials of municipal 
corporations and special school 
districts. 

State mandated health benefits. 
Applicability to private insurers, public 
insurance programs and managed 
care organizations contracting to 
provide insurance through 
TennCare, §56-7-1005. 
Motor vehicles. 

Insurance. 

Personal automobile insurance of 
municipal employees, §56-7-1108. 


MUTUAL INSURANCE COMPANIES. 
Property and casualty insurers. 
Risk limitations, §56-3-116. 
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MUTUAL INSURANCE COMPANIES 
—Cont’d 
Risk limitations. 
Property and casualty insurers, §56-3-116. 


N 
NEWBORN INFANTS. 
Insurance. 
Coverage for infant hearing screening tests, 
§56-7-2508. 
Medical care prior to hospital discharge, 
§56-7-2350. 
NONRESIDENTS. 
Insurance adjuster licensing, §56-6-908. 
NOTICE. 


Health insurance. 
Credentialing and contracting by health 
insurance entities. 
Notice as to status of credentialing 
application, §56-7-1001. 
Notice to insurer of inpatient emergency 
admission. 
Minimum time period for notification, 
§56-7-1013. 
Insurance. 
Adjusters. 
Denial of license application, §56-6-910. 
Disclosures, §56-6-914. 
Cancellation of personal risk insurance. 
Notice of intention not to renew, 
§56-7-1901. 
Commercial risk insurance. 
Cancellation. 

Prerequisites for effective notice, 

§56-7-1803. 
Contents of notice, §56-7-1804. 
Delivery of notice, §56-7-1804. 
Companies. 
Certificates of authority. 

Revocation or suspension, §§56-1-416, 
56-1-417. 

Violations of requirement. 

Hearing on issuance of cease and 
desist order, §56-2-302. 
Credit scores, use to underwrite and rate 
risks for personal insurance. 

Adverse action based on factors 
including credit information, 
§56-5-203. 

Financial requirements. 
In addition to minimum requirements, 
§56-2-120. 
Rules and regulations. 
Violations, §56-3-118. 
Credit scores. 
Use to underwrite and rate risks for 
personal insurance. 

Adverse action based on factors 
including credit information, 
§56-5-203. 

Foreign and alien insurance companies. 
Investments. 
Violations, §56-3-117. 
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NOTICE —Cont’d 
Insurance —Cont’d 
Impairment of capital stock of domestic 
insurance companies, §56-1-414. 
Managing general agents. 
Contract for business between agent and 
insurer. 
Termination for cause, §56-6-504. 
Duties of insurers doing business 
with agents, §56-6-505. 
Portable electronics. 
Policyholder terminating, §56-6-1106. 
Producer controlled property or casualty 
insurers. 
Violations of part, §56-6-604. 
Rates and rating organizations. 
Workers’ compensation insurance. 
Application for uniform percentage 
decrease or increase or deductible 
plan, §56-5-113. 
Self-service storage insurance. 
Termination of occupant’s enrollment, 
§56-6-1206. 
Self-service storage facilities. 
Insurance. 
Termination of occupant’s enrollment, 
§56-6-1206. © 


NUISANCES. 
Insurance. 
Foreign or alien government controlled 
insurance companies. 
Declared public nuisance, §56-2-404. 


NURSES. 
Health insurance. 
Contracts with health care providers, 
-§§56-7-3301 to 56-7-3304. 
Insurance. 
Reimbursement for services by nurse in 
advanced practice, §56-7-2408. 


O 
OATHS. 
Insurance. 
Unfair trade and claims settlement 
practices. 


Rulemaking hearing, §56-8-108. 


OCCUPATIONAL AND PHYSICAL 
THERAPISTS. 
Health insurance. 
Employer-based insurance plans. 
Copayment and coinsurance equity 
compared to physician visits, 
§56-7-2409. 
Insurance. 
Employer-based insurance plans. 
Copayment and coinsurance equity 
compared to physician visits, 
§56-7-2409. 
Jurisdiction over insurers, §56-7-1010. 


OPTOMETRISTS. 
Insurance. 
Jurisdiction over insurers, §56-7-1010. 
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OPTOMETRISTS —Cont’d 
Insurance —Cont’d 
Reimbursement for services within scope of 
practice, §56-7-2401. 


OSTEOPATHIC PHYSICIANS. 
Board of examination. 
Health care liability settlements. 
Reports to board by insurer providing 
coverage, §56-3-111. 
Health insurance. 
Contracts with health care providers, 
§§56-7-3301 to 56-7-3304. 


OSTEOPOROSIS. 
Insurance coverage for bone mass 
measurement, §56-7-2506. 


P 


PARTNERSHIPS. 
Health insurance portability, availability 
and renewability. 
Generally, §56-7-2807. 


PATIENT PROTECTION AND 
AFFORDABLE CARE ACT. 
Navigators for health care exchanges, 
§§56-6-1301 to 56-6-1305. 
Definitions, §56-6-1301. 
Enforcement of violations, §56-6-1303. 
Rules and regulations, §56-6-1304. 
Sale or solicitation of policies prohibited, 
§56-6-1302. 
Severability of provisions, §56-6-1305. 


PENALTIES. 
Bad faith penalty. 
Insurance companies. 
Failure to pay claims promptly. 
Additional liability when refusal not in 
good faith, §56-7-105. 
Health insurance. 
Alternative medical care, treatments, etc. 
Restricting information to patients, 
§56-7-2349. 
Pharmacy benefits managers. | 
Sanctions for violations of provisions, 
§56-7-3110. 
Health maintenance organizations. 
Alternative medical care, treatments, etc. 
Restricting information to patients, 
§56-7-2349. 
Insurance companies. 
Violation of commissioner’s orders, 
§56-2-305. 


PERJURY. 
Insurance. 
Statements by insurance companies. 
False statement, §56-1-503. 


PERSONAL INFORMATION IN 
INSURANCE RECORDS. 
Unfair trade and claims settlement 
practices. 
Disclosure of nonpublic personal 
information, §56-8-104. 
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PERSONAL RISK INSURANCE. 
Cancellation. 
Notice of intention not to renew, 
§56-7-1901. 
Statement of reasons for nonrenewal, 
§56-7-1902. 
Defined, §56-5-102. 
Rate filings, §56-5-105. 
Applicability of part, §56-5-301. 
Limitations on, §56-5-302. 


PETS. 
Insurance, §§56-7-2101 to 56-7-2103. 


PHARMACY. 
Audit of records of pharmacist or 
pharmacy, §$56-7-3101. 
Health insurance. 
Mandated insurer or plan coverage. 
Correction of submitted claims, 
§56-7-2362. 
Payment on authorized services, 
§56-7-2362. 
Participation and access, §56-7-2359. 
Pharmacy benefits, §§56-7-3201 to 
56-7-3204. 
Actual reimbursement. 

Disclosure, §56-7-3203. 
Construction of provisions, §56-7-3204. 
Definitions, §56-7-3201. 
Out-of-pocket costs. 

Calculation, §56-7-3202. 

Pharmacy benefits managers, §§56-7-3101 

to 56-7-3112. 

Insurance. 
Health insurance. 
Mandated insurer or plan coverage. 

Correction of submitted claims, 

§56-7-2362. 
Payment on authorized services, 
§56-7-2362. 
Health insurance plans. 
Participation and access, §56-7-2359. 
Managed health plans. 
Participation and access, §56-7-2359. 
Prescriptions. 
Pharmacy benefits managers, §§56-7-3101 
to 56-7-3112. 


PHARMACY BENEFIT MANAGEMENT 
ORGANIZATIONS. 

Health information of patients. 
Release, §56-7-124. 

Identification card, §56-7-2361. 

Mandated insurer or plan coverage. 
Correction of submitted claims, §56-7-2362. 
Payment on authorized services, 

§56-7-2362. 


PHENYLKETONURIA. 
Health insurance coverage, §56-7-2505. 


PHYSICIANS AND SURGEONS. 
Anatomic pathology services. 
Reimbursement, §56-7-1015. 


803 


PHYSICIANS AND SURGEONS —Cont’d 
Board of medical examiners. 

Health care liability settlements. 

Reports to board by insurer providing 
coverage, §56-3-111. 

Health insurance. 

Anatomic pathology services. 

Reimbursement, §56-7-1015. 

Contracts with health care providers, 
§§56-7-3301 to 56-7-3304. 

Physician assistants act. 

Copayment and coinsurance equity 
compared to physician visits, 
§56-7-2410. 

Health insurance. 

Copayment and coinsurance equity 
compared to physician visits, 
§56-7-2410. 

Telehealth services. 
Health insurance, §56-7-1002. 


PKU. 
Health insurance coverage, §56-7-2505. 


PLAIN LANGUAGE INSURANCE 
POLICIES, §56-7-1601. 


PODIATRISTS. 
Insurance. 
Reimbursement for services within scope of 
practice, §56-7-2401. 


POPULAR NAMES OF ACTS. 
Hit and run driving. 

Insurance recovery under uninsured 
motorist provisions, §§56-7-1201, 
56-7-1206. 

Insurer’s Delay Penalty Act, §56-7-105. 

Massachusetts mortgage clause, 
§56-7-804. 

Standard Nonforfeiture Law. 

Life insurance, §56-7-401. 

Standard Valuation Law, §§56-1-901 to 
56-1-919. 

Travel Insurance Producer Limited 
License Act, §56-6-1401. 


PORTABILITY OF HEALTH 
INSURANCE, §§56-7-2801 to 56-7-2814. 


PORTABLE ELECTRONICS 
INSURANCE, §856-6-1101 to 56-6-1107. 


PREEXISTING CONDITIONS. 
Conversion of group insurance. 
Preexisting condition not to be excluded, 
§56-7-2317. 
Health insurance portability, availability 
and renewability. 
Coverage without exclusions, §56-7-2809. 
Exclusions, §56-7-2803. 
Medicare supplement insurance, 
§56-7-1503. 
Pregnancy and maternity benefits, 
§56-7-2351. 
Small employer group health coverage, 
§56-7-2207. 
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PREGNANCY. 
Insurance coverage, §§56-7-2350, 
56-7-2351. 


PRESCRIPTION DRUG CARDS. 
Pharmacy benefits identification cards, 
standardization, §56-7-2361. 


PRESCRIPTIONS. 
Health insurance. 
Pharmacy benefits managers, §§56-7-3101 
to 56-7-3112. 
Off-label uses of approved drugs. 
Insurance coverage, §56-7-2352. 
Pharmacy benefits managers. 
Health insurance, §§56-7-3101 to 56-7-3112. 


PRESUMPTIONS. 
Insurance. 

Presumption created by signing of contract 

or other document, §56-7-135. 

Motor vehicles. 

Insurance. 

Uninsured motor vehicle coverage, 
§56-7-1201. 


PRIVILEGED COMMUNICATIONS. 
Insurance. 
Standard valuation law. 
Confidential information generally, 
§56-1-917. 
Unfair trade and claims settlement 
practices. 
Investigations and examinations, 
information submitted for, §56-8-107. 
Insurance producers. 
Information obtained during investigation, 
§§56-6-117, 56-6-120. 


PRIVILEGE TAXES. 
Commissioner of revenue. 
Investment companies. 
Powers of commissioner, §56-4-308. 
Powers. 
Investment companies, §56-4-308. 
Production credit associations, §56-4-405. 
Production credit associations. 
Powers of commissioner, §56-4-405. 
Definitions. 
Investment companies. 
Gross profits or income, §56-4-305. 
Exemptions. 
Investment companies. 
Exemption from other taxes, §56-4-302. 
Investment companies. 
Allocation of income. 
Companies operating partly in state, 
§56-4-306. 
Business within state, §56-4-303. 
Companies operating partly in state. 
Allocation of income, §56-4-306. 
Commissioner of revenue. 
Powers of commissioner, §56-4-308. 
Definitions. 
Gross profits or income, §56-4-305. 
Exemptions. 
Exemption from other taxes, §56-4-302. 
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PRIVILEGE TAXES —Cont’d PROPERTY INSURANCE. 
Investment companies —Cont’d Companies. 


False returns, §56-4-308. 
Fiscal year, §56-4-307. 
Imposition of tax, §56-4-301. 
Levy, §56-4-301. 

Nature of tax, §56-4-302. 
Privilege. 

State purposes only, §56-4-302. 
Rate of tax, §56-4-304. 

Reports. 

Annual report, §56-4-307. 
Returns. 

Failure to file, §56-4-308. 

False returns, §56-4-308. 

Filing of returns, §56-4-307. 
Revenues. 

Disposition of, §56-4-309. 

Levy. 
Production credit associations. 

Annual tax to be levied, §56-4-404. 

Payment of taxes. 
Production credit associations. 
When due and payable, §56-4-404. 
Production credit associations. 
Associations subject to tax, §56-4-401. 
Commissioner of revenue. 

Powers of commissioner, §56-4-405. 
Failure to file return, §56-4-405. 
False returns, §56-4-405. 

Imposition of tax, §56-4-403. 

State purposes only, §56-4-402. 
Levy. 

Annual tax to be levied, §56-4-404. 
Payment of taxes. 

When due and payable, §56-4-404. 
Returns. 

Annual return, §56-4-404. 

Failure to file, §56-4-405. 

False returns, §56-4-405. 
Revenues. 

Disposition of, §56-4-406. 
Substitution for other taxes, §56-4-402. 
Tax base. 

Receipts included in tax base, §56-4-403. 

Returns. 
Investment companies. 

Filing of return, §56-4-307. 
Production credit associations. 

Annual return, §56-4-404. 


PRODUCTION CREDIT ASSOCIATIONS. 
Taxation. 
Privilege taxes, §§56-4-401 to 56-4-406. 


PROFESSIONS AND OCCUPATIONS. 
Student loans. 
Default by members of regulated 
professions, $56-1-312. 
Rules and regulations of commissioner of 
commerce and insurance, §56-1-312. 


PROGRAM FOR ALL-INCLUSIVE CARE 
FOR THE ELDERLY (PACE). 
Insurance company provisions. 
Exemption, §56-2-121. 


Risk limitations, §56-3-116. 

Applicability of section, §56-3-116. 

Valuation. 

Actuarial opinion statement, §§56-1-419, 

56-1-420. 
Data disclosure requirements. 
Commissioner to adopt, §56-1-103. 
Defined, §56-2-201. 
Homeowners. 
Inquiries by insured as to policy or loss 
under policy. 

Cancellation or premium increase, 
restrictions, §56-7-113. 

Kinds of property insurance authorized, 

§56-2-202. 

Loans. 
Insurance unfair trade and claims 
settlement practices. 

Real property securing loan, requiring 
property insurance in excess of 
replacement cost, §56-8-106. 

Policies. 
General contractor as a payee, §56-7-111. 
Producer controlled property or casualty 
insurers, §§56-6-601 to 56-6-604. 
Rate adjustments. 
Data concerning. 

Commissioner authorized to request, 
§56-1-103. 

Sinkhole losses, coverage, §56-7-130. 
Subrogation of claims for damage from 
blasting of explosives, §56-7-129. 


PROSTATE CANCER. 
Early detection, insurance coverage, 
§56-7-2354. 


PSYCHOLOGISTS. 
Insurance. 
Reimbursement for services within scope of 
practice, §56-7-2401. 


PUBLIC ADJUSTERS, §§56-6-901 to 
56-6-920. 


PUBLIC OFFICERS AND EMPLOYEES. 
Insurance. 
Group insurance. 
Post-employment benefits. 
State mandated health benefits. 
Applicability to private insurers, 
public insurance programs and 
managed care organizations 
contracting to provide insurance 
through TennCare, §56-7-1005. 
State mandated health benefits. 
Applicability to private insurers, public 
insurance programs and managed 
care organizations contracting to 
provide insurance through 
TennCare, §56-7-1005. 
Motor vehicles. 
Insurance. 
Personal automobile insurance of 
municipal, county and state 
employees, §56-7-1108. 
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R RULES AND REGULATIONS. 
Genetic information nondiscrimination 
RATES AND CHARGES. in health insurance, §56-7-2708. 
Insurance. Health insurance portability, availability 
Rates and rating organizations, §§56-5-101 and renewability, §56-7-2814. 
to 56-5-123. Maternity benefits, §56-7-2350. 
Pregnancy. 
apart Medical care prior to hospital discharge, 
nsurance. §56-7-2350. 


Unfair trade and claims settlement 
practices, §56-8-104. 


RECIPROCITY. 
Insurance adjuster licensing. 
Exemption from examination, §56-6-907. 


RECORDS. 
Crop insurance adjusters. 
Claims records, §56-6-1006. 
Public records. 
Insurance companies. 
Property and casualty insurers. 
Actuarial opinion statement, §56-1-420. 


REGISTRATION. 
Health insurance. 
Small employer group health coverage. 
Health group cooperatives of small 
employers, §56-7-2208. 
Insurance. 
Advisory organizations, §56-5-111. 


REINSURANCE INTERMEDIARIES, 
§§56-6-801 to 56-6-812. 


REPORTS. 
Access Tennessee health insurance 
program, §56-7-2905. 
Administrator, §56-7-2909. 
Health insurance. 
Access Tennessee health insurance 
program, §56-7-2905. 
Administrator, §56-7-2909. 
Review of implementation, annual report, 
§56-7-2914. 
Insurance. 
Department of commerce and insurance. 
Division of regulatory boards. 
Director. 
Monthly disciplinary report, 
§56-1-302. 

Losses. 

Plans for reporting loss, §56-5-112. 

Rates and rating organizations. 

Workers’ compensation. 
Reports to rate service organizations, 
§56-5-120. 
Insurance adjusters. 

Report of administrative or criminal 
proceedings against adjuster, 
§56-6-918. 

Insurance companies. 
Property and casualty insurers. 
Actuarial report, §§56-1-419, 56-1-420. 
Workers’ compensation. 

Insurance. 

Reports to rate service organizations, 
§56-5-120. 


S 


SAINT JUDE CHILDREN’S RESEARCH 
HOSPITAL. 
Health care organizations. 
Access for enrollees, §56-7-2406. 


SALES AND USE TAXES. 
Exemptions. 
Insurance companies. 

Premium tax does not exempt from sales 
and use tax, §56-4-213. 

Investment companies. 

Privilege tax liability does not exempt 
from sales and use tax liability, 
§56-4-302. 

Production credit associations. 

Privilege tax liability does not exempt 
from sales and use tax liability, 
§56-4-402. 


SEALS AND SEALED INSTRUMENTS. 
Insurance. 
Department of commerce and insurance, 
§56-1-603. 


SECRETARY OF STATE. 
Insurance. 
Service of process. 
Unauthorized insurers, §§56-2-505 to 
56-2-509. 


SELF-SERVICE STORAGE FACILITIES. 
Insurance, §§56-6-1201 to 56-6-1207. 
Cancellation. 
Termination of occupant’s enrollment, 
§56-6-1206. 
Change of policy terms and conditions, 
§56-6-1206. 
Charge for insurance coverage, §56-6-1204. 
Definitions, §56-6-1201. 
Eligibility and underwriting standards, 
§56-6-1203. 
Employees or representatives of owner. 
Sale of insurance to occupants without 
license, §56-6-1204. 
Licensure, procedures, §56-6-1207. 
Limited lines license required to sell, 
§56-6-1202. 
Materials to be available to occupants 
regarding insurance, §56-6-1203. 
Periodic basis for offering, $56-6-1203. 
Sale of insurance to occupants without 
license. 
Employees properly supervised, 
§56-6-1204. 
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SELF-SERVICE STORAGE FACILITIES 
—Cont’d 
Insurance —Cont’d 
Suspension of privilege to transact 
business, §56-6-1205. 
Termination of policy terms and conditions 
or occupant’s enrollment, §56-6-1206. 
Training of employees, §56-6-1204. 
Violation of provisions, §56-6-1205. 
Notice. 
Insurance. 
Termination of occupant’s enrollment, 
§56-6-1206. 


SERVICE CONTRACTS. 

Defined, §56-2-126. 

Not deemed business of insurance, 
§56-2-126. 


SHORT TITLES. 

Access Tennessee Act of 2006, §56-7-2901. 

Bone Mass Measurement Coverage Act, 
§56-7-2506. 

Business Transacted with Producer 
Controlled Property or Casualty 
Insurer Act, §56-6-601. 

Domestic Violence Victims Health 
Insurance Protection Act, §§56-8-201, 
56-8-301. 

Easy to Read Life and Health Insurance 
Policy Act, §56-7-1601. 

Fair Disclosure of State Funded 
Payments for Pharmacists’ Services 
Act, §56-7-3112. 

Genetic Information Nondiscrimination 
in Health Insurance Act, §56-7-2701. 

Health Care Service Utilization Review 
Act, §56-6-701. 

Health Freedom Act, §56-7-1016. 

Health Insurance Portability, Availability 
and Renewability Act, §56-7-2801. 

Insurance Law, §56-1-101. 

Insurance Producer Licensing Act of 
2002, §56-6-101. 

Managing General Agents Act, §56-6-501. 

Medicare Supplemental Protection Act of 
1988, §56-7-1401. 

Memphis Plan Act of 1991, §56-7-2001. 

Public Adjuster Licensing Act of 2006, 
§56-6-901. 

Reinsurance Intermediary Act, §56-6-801. 

Small Employer Group Health Coverage 
Reform Act, §56-7-2201. 

Standard Valuation Law, §56-1-901. 

Tennessee Health Freedom Act, 
§56-7-1016. 

Tennessee Insurance Law, §56-1-101. 

Tennessee Insurance Producer Licensing 
Act of 2002, §56-6-101. 

Tennessee Public Adjuster Licensing Act 
of 2006, §56-6-901. 

Tennessee Small Employer Group Health 
Coverage Reform Act, §56-7-2201. 

Tennessee Unfair Trade Practices and 
Unfair Claims Settlement Act of 2009, 
§56-8-101. 
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SHORT TITLES —Cont’d 

Travel Insurance Producer Limited 
License Act, §56-6-1401. 

Unauthorized Insurers Process Act, 
§56-2-601. 

Unclaimed Life Insurance Benefits Act, 
§56-7-3401. 

Unfair Trade Practices and Unfair 
Claims Settlement Act of 2009, 
§56-8-101. 


SICKLE CELL ANEMIA. 
Insurance. 
Life insurance. 
Refusal for sickle cell trait or hemoglobin 
C trait prohibited, §56-7-207. 


SIGNATURES. 
Insurance. 
Presumption created by signing of contract 
or other document, §56-7-135. 
Uninsured motor vehicle coverage. 
Proof of compliance. 
Electronic image of signature or 
initials, §56-7-1201. 


SINKHOLES. 
Property insurance. 
Sinkhole loss coverage, §56-7-130. 


SMALL BUSINESSES. 
Health insurance portability, availability 
and renewability. 
Applicability to small group market, 
§56-7-2805. 


SMALL EMPLOYER GROUP HEALTH 
COVERAGE. 

General provisions, §§56-7-2201 to 
56-7-2211. 


SOCIAL WORKERS. 
Insurance. 
Reimbursement for services within scope of 
practice, §56-7-2401. 


SOLICITORS. 
Insurance. 
Agents and solicitors. 
Insurance producers generally, 
§§56-6-101 to 56-6-126. 


SPEECH-LANGUAGE PATHOLOGISTS 
AND AUDIOLOGISTS. 
Insurance. 
Treatment by, §56-7-2603. 


STANDARD NONFORFEITURE LAW. 
Life insurance, §56-7-401. 


STATUTE OF LIMITATIONS. 
Insurance. 
Payments to or on behalf of client prior to 
trial. 
Effect, §56-7-131. 
Insurance producers. 
Actions instituted by commissioner, 
§56-6-120. 
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STERILIZATION. T 
Insurance. 
Health and accident insurance. AXA 
Policy provisions, §56-7-2501. eons 


STOCK AND STOCKHOLDERS. 
Insurance. 
Unfair trade and claims settlement 
practices, §56-8-104. 


STUDENT ASSISTANCE CORPORATION. 


Loans. 
Default by members of regulated 

professions, §56-1-312. 

Rules and regulations. 
Commissioner of commerce and 

insurance, §56-1-312. 
Rules and regulations of commissioner of 
commerce and insurance, §56-1-312. 


STUDENT LOANS. 
Default by regulated professions, 
§56-1-312. 
Rules and regulations of commissioner of 
commerce and insurance, §56-1-109. 


SUBPOENAS. 
Insurance. 
Standard valuation law. 
Actuarial analysis of reserves and 
supporting assets, opinion issued. 
Memorandum in support of opinion 
subject to subpoena, §56-1-903. 
Confidential information generally, 
§56-1-917. 
Unfair trade and claims settlement 
practices. 
Rulemaking hearing, $56-8-108. 


SUBROGATION. 
Insurance. 
Property damage claims from blasting of 
explosives, §56-7-129. 


SUBSTANCE ABUSE. 
Health insurance. 
Health care service utilization review. 
Agents. ; 
Standards. 
Minimum standards, §56-6-705. 
Insurance. 
Alcohol and drug treatment. 
Availability of coverage for alcohol and 
drug dependency, §56-7-2602. 
Treatment. 
Insurance. 
Availability of coverage for alcohol and 
drug dependency, §56-7-2602. 


SURPLUS LINES INSURANCE. 
Agents. 
Licenses. 
Renewal. 
Alternative method, §56-1-302. 


SURVIVING SPOUSE. 
Insurance. 
Group insurance of decedent. 
Continuation and conversion of coverage, 
§56-7-2312. 


Sales and use taxes. 
Insurance companies. 

Premium tax does not exempt from 

sales and use tax, §56-4-213. 
Investment companies. 

Privilege tax liability does not exempt 
from sales and use tax liability, 
§56-4-302. 

Production credit associations. 

Privilege tax liability does not exempt 
from sales and use tax liability, 
§56-4-402. 

Exempt property. 
Insurance companies. 
Fraternal benefit societies, §56-4-202. 
Other taxes, §56-4-213. 
Insurance companies. 
Applicability of provisions, §56-4-201. 
Ceasing to transact new business. 
Liability after, §56-4-214. 
Credit against franchise and excise taxes, 

§56-4-217. 

Credit for valuation of policies fees, 

§56-4-211. 

Definitions, §§56-4-201, 56-4-204. 
Delinquency, §56-4-216. 
Due date for payment, §56-4-205. 
Exemptions, §56-4-213. 

Fraternal benefits societies, §56-4-202. 
Failure to make returns and pay tax, 

§56-4-216. 

Fire insurance. 

Additional payment for, §56-4-208. 
Foreign companies, §56-4-215. 

Reciprocity of treatment, §56-4-218. 
Fraternal benefit societies. 

Exemption, §56-4-202. 
Gross premiums. 

Amount of tax, §56-4-205. 

Defined, §56-4-204. 

Delinquency, §56-4-216. 

In-state insurance companies. 

Reinsurance agreements with affiliates, 
§56-4-221. 

Minimum tax, §56-4-205. 
Payment of tax. 
Delinquency, §56-4-216. 
Rate of tax, §56-4-205. 
Reinsurance agreements with insurance 
company affiliates, §56-4-221. 
Interest. 
Delinquency, §56-4-216. 
Payment of tax, §56-4-205. 
Penalties. 
Delinquency, §56-4-216. 
Period covered by payments, §56-4-212. 
Reciprocity of treatment, §56-4-218. 
Reduction in tax for investments in state, 
§56-4-210. 


INDEX 


TAXATION —Cont’d 
Insurance companies —Cont’d 
Refund of erroneously paid taxes, 
§56-4-219. 
State purposes only, §56-4-203. 
Unauthorized business. 
Liability for tax on gross premiums, 
§56-2-111. 
Workers’ compensation. 
Tax on self-insurers under compensation 
law, §56-4-207. 
Tax on workers’ compensation insurers, 
§56-4-206. 
Investment companies. 
Privilege taxes, §§56-4-301 to 56-4-309. 
Production credit associations. 
Privilege taxes, §§56-4-401 to 56-4-406. 
Workers’ compensation. 
Insurers for workers’ compensation, 
§56-4-206. 
Self-insurers, §56-4-207. 


TAX RETURN PREPARERS. 
Guarantee to pay taxpayer for tax 
consequences of preparer error. 
Insurance contracts. 


When guarantee not insurance, 
§56-7-101. 


TEACHERS. 
Insurance. 
State mandated health benefits. 
Applicability to private insurers, public 

insurance programs and managed 
care organizations contracting to 
provide insurance through TennCare, 
§56-7-1005. 


TELEHEALTH SERVICES. 
Health insurance, §56-7-1002. 


TENNCARE (MEDICAL ASSISTANCE). 
Health care benefits. 
Eligibility for medicaid, §56-7-2348. 
Health information of patients. 
Release, §56-7-124. 
Health insurance. 
Pharmacy coverage. 
Notice of late payment or nonpayment of 
claims, §56-7-126. 
Managed care organizations. 
State mandated health benefits. 
Applicability to private insurers, public 
insurance programs and managed 
care organizations contracting to 
provide insurance through TennCare, 
§56-7-1005. 
Medicaid. 
Health care benefit providers. 
Eligibility for medicaid, §56-7-2348. 
Pharmacy benefits. 
Mandated insurer or plan coverage. 
Correction of submitted claims, 
§56-7-2362. 
Payment on authorized services, 
§56-7-2362. 
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TENNCARE (MEDICAL ASSISTANCE) 
—Cont’d 
Pharmacy benefits —Cont’d 
Notice of late payment or DOr Rane of 
claims, §56-7-126. 
Preexisting conditions. 
Special enrollment periods, §56-7-2803. 
Release of health information of 
patients, §56-7-124. 


TENNESSEE HEALTH FREEDOM ACT. 

Freedom to choose or decline to choose 
mode of securing healthcare services, 
§56-7-1016. 


TENNESSEE HEALTH INFORMATION 
COMMITTEE, §56-2-125. 


TENNESSEE INSURANCE PRODUCER 
LICENSING ACT OF 2002, §§56-6-101 
to 56-6-126. 


TENNESSEE SMALL EMPLOYER 
GROUP HEALTH COVERAGE 
REFORM ACT, §§56-7-2201 to 
56-7-2211. 


THIRD PARTIES. 
Health insurance. 
Pharmacy benefits managers. 
Maximum allowable cost list. 
Disclosures to third parties, 
restrictions, §56-7-3111. 


TIME. 
Insurance. 
Complaints against licensed individual or 
entity. 
Request by department for information. 
Response by individual or entity within 
reasonable time. 
Reasonable time defined, §56-1-106. 


TITLE INSURANCE. 
Application of part, §56-5-101. 


TRANSPORTATION NETWORK 

COMPANIES. 

Drivers. 
Insurance requirements. 

Exclusions from coverage while logged 
into digital network or providing 
prearranged ride, §56-7-1119. 

Insurance requirements for drivers. 
Exclusions from coverage while logged into 
digital network or providing 
prearranged ride, §56-7-1119. 


TRAVEL INSURANCE PRODUCER 
LIMITED LICENSES, §§56-6-1401 to 
56-6-1407. 

Commissioner enforcement of violations, 
§56-6-1407. 

Conditions for issuance of license, 
§56-6-1403. 

Definitions, §56-6-1402. 

Fees, §56-6-121. 

Group or master policies permitted, 
§56-6-1405. 


809 


TRAVEL INSURANCE PRODUCER 
LIMITED LICENSES —Cont’d 


Individual policies permitted, §56-6-1405. 


Information to be available to 
prospective purchasers, §56-6-1403. 

Issuance of license, §56-6-1403. 

Limited lines producer licenses 
generally, §56-6-110. 


Prohibited acts of retailer employees or 


representatives not licensed as 
insurers, §56-6-1403. 
Supervising entities. 

Defined, §56-6-1402. 

Issuance of license, §56-6-1403. 

Registered retailer authorization to offer 
and disseminate travel insurance on 
behalf of entity, §56-6-1404. 

Scope of responsibilities, §56-6-1406. 

Title of act, §56-6-1401. 
Travel retailers. 

Prohibited acts of employees or 
representatives not licensed as 
insurers, §56-6-1403. 

Registered retailer authorization to offer 
and disseminate travel insurance, 
§56-6-1404. 

Revocation of authorization to transact 
travel insurance, §56-6-1407. 

Violation of provisions, §56-6-1407. 


TRUST ACCOUNTS. 
Insurance adjusters. 
Funds of insured, §56-6-915. 


U 


UNCLAIMED LIFE INSURANCE 
BENEFITS ACT. 

Generally, §§56-7-3401 to 56-7-3406. 

Short title, §56-7-3401. 


UNCLAIMED PROPERTY. 
Life insurance, unclaimed benefits act. 
Applicability of Uniform Disposition of 
Unclaimed Property Act, §56-7-3402. 


UNDERINSURED MOTOR VEHICLE 
COVERAGE. 
Motor vehicles. 
Insurance, §§56-7-1201 to 56-7-1206. 


UNFAIR TRADE PRACTICES. 
Insurance. 
Unfair trade and claims settlement 
practices, §§56-8-101 to 56-8-113. 
Insurance producers, §56-6-125. 


UTILIZATION REVIEW AGENTS. 
Insurance, §§56-6-701 to 56-6-706. 


V 


VALUED POLICY LAW. 
Insurance. 
Fire insurance, §§56-7-801 to 56-7-804. 


INDEX 


VENUE. 
Insurance. 
Companies. 
Rules and regulations. 
Appeals of violations, §56-3-118. 
Financial requirements. 
In addition to minimum requirements. 
Appeals, §56-2-120. 
Foreign and alien insurance companies. 
Investment violations. 
Appeals, §56-3-117. 


VICTIMS OF CRIME. 

Domestic violence victims health 
insurance protection, §§56-8-201 to 
56-8-206, 56-8-301 to 56-8-306. 

Insurance. 

Domestic violence victims health insurance 
protection, §§56-8-201 to 56-8-206, 
56-8-301 to 56-8-306. 


VISION SERVICE PLANS. 
Domestic violence victims health 
insurance protection. 
Generally, §§56-8-201 to 56-8-206, 56-8-301 
to 56-8-306. 


W 


WAIVER. 
Insurance. 
Managing general agents. 
Applicability of chapter, §56-6-509. 


WARRANTS. 
Motor vehicles. 
Insurance. 
Uninsured motor vehicle coverage. 
John Doe warrants, §56-7-1206. 


WELLNESS PROGRAMS. 
Insurer offering using incentives and 
rewards, §56-8-112. 


WORKERS’ COMPENSATION. 
Fines. 
Insurance, improper assessment of 
premiums, §56-5-109. 
Insurance. 
Advisory prospective loss costs system. 
Intent of system, §56-5-119. 
Assigned risk plans, §56-5-114. 
Direct assignment plans, §56-5-114. 
Fund. 
Activation due to excessive assigned risk 
pool, §56-5-114. 
Penalties. 
Improper assessment of insurance 
premium, §56-5-109. 
Premiums. 
Improper assessment, penalties, 
§56-5-109. 
Rate service organizations, §56-5-120. 
Safety incentive plans, §56-5-114. 
Self-insurers. 
Taxation, §56-4-207. 


WORKERS’ COMPENSATION —Cont’d 
Insurance —Cont’d 
Small employer plans, §56-5-114. 
Special risk plan, §56-5-114. 
Rate service organizations. 


Agreements between insurers, §56-5-113. 


Reports. 
Insurance. 
Reports to rate service organizations, 
§56-5-120. 


INDEX 810 


WORKERS’ COMPENSATION —Cont’d 
Self-insurers. 
Taxation, §56-4-207. 
Taxation. 
Insurers for workers’ compensation, 
§56-4-206. 
Self-insurers, §56-4-207. 



































Ad 








? 











; = 
ee 
= 
rrr ep Sa a in 
—— ~-- 
' a a ee a ae 
= — 
ae = cn ~ os a 
Sa a 
- es — 
= - 
Z . wes ee) 
oe - bait ten ve “ be ee 
fi “a 





